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®) AFRF

AUSTIN FIREFIGHTERS
RETIREMENT FUND

July18, 2023

Dear Members,

The Board of Trusteemd staffof the Austin Firéighters Retirement Fun@AFRFr the Fund are pleased to present the
Annual Report for the fiscal year ended December 312202 hope thisReport will provide important informationo
help youstay abreast b! C wgfh&nces including investmenperformance fundinghealth, operation and management
of the Fund. The Annual Report is divided into the following four sections:

1 Introductory Secton ¢ This sectioncontains information on administrative organizationand investment
performanceLINE A RSR o6& (KS CdzyRQ&a. ISySNIt Ay@SaidySyid O2

f FinanciaSectionc Thissectio®2 y i Ayad GKS LYRSLISYRSy({ ! dzRA G Amdiss NE
(MD&A), basic financial statements, and certain required supplementary information.

f ActuarialSectionc¢ KA & aSOGA2Yy O2y il Aya (K $he AnbualdactdaBa\Eluatidh NI
Report.

9 Plan ProvisionSection¢ Thissection contains historical information oram provision changesncluding any
COLA grantedanda summary of the benefit guide.

This past year, thénancialmarketstook a downturn with the increaseithflationary pressureacross the countryAFRF
producedanegativeinvestment return of10.8% but the Fund ranked in the second quatrtile of its peer grdine Fun a
net returnsoutperformedboth its policybenchmarks bufell short ofits actuarial returntarget of 7.30% Thefunded
status of AFRF remainationgat 86.9%but the amortization periodncreased td35.7 years.The Fund ended 2@2with
$1 .1 billion in investment assetslown from$1.3 billion in 2021

Striving to provié Cost of Living Adjustments (COLAshen affordable, remains a top priority of the Board.
Unfortunately,in202G KS Cdzy RQa | Ol dz NEO REI B NyWA Y SRS (1 &KdzlidLJ2 NI SR, ! dzy |
0FlaSR 2y -MK®p CdMBOENY G(GKNRJIZAK {SLIWGSYOSNI HAHHD ¢KS . 2
recommendation. ¢ 2 | OOSLII GKS I O dzI NIg@riing thé CDR AVas speclaltgliifieuly forlthd | A y
Board givenour membersdo not participate in social securjtywhich makesdealing withunrelentinginflation more
difficult to manage The Board will continue taork with the new actuary to exploreoth short- and longterm options

to address the current COLA situation.

Overal, the Board remains vigilant of the curreatonomicmarketvolatility and the inflationary environment with the
focus onmaintainingthe long-term funding healthof the pensiorplan. The esponsible stewardship of ifBoard,office
staff, and ourprofessionatonsultants will help us continue to focas fulfillingour missiorto safeguard and manage the
Fund in the sole interest of the membeard their beneficiaries

2022 ANNUAL REPORT 5



| value and am honored with the opportunity to serve as Mayor ofgreat city and as Chair of the Austin Fighters
Retirement Fundlt is myfirst year on this Boarébllowing my previous tenure as Mayamd lappreciate the opportunity
to sene alongside a dedicated group of truste¢appreciate their hard work aseill as that of office staff and our advisors
to ensure continued successful operation oRRF

Lastly,| would liketo extend my appreciatiorto all our firefighters, both active and retired, for the courageous and
dedicated service you provid® have povidedto the residents of Austin.

Sincerely,

Mayor Kirk Watson
Board Chair

4101 Parkstone Heights Drive, Suite 270
Austin TX, 78741

O ©

(512) 454-9567

14

Staff@AFRFund.org
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INVESTMENT OVERVIEW

5200 Blue Lagoon Drive 305.3412900
Suite 120 Meketa.com
=

Miami, FL 33126

INVESTMENT GROUP

MEMORANDUM

TO: Board of Trustees, Austin Fire Fighters' Relief and Retirement Fund
FROM: Leo Festino, Aaron Lally, Colin Kowalski, Meketa Investment Group

DATE: Julyl13 2023
RE: Investment Consultant's Statement for Annual Financial Report

This letter reviews the global capital markets in 2022 and the investment performance of the Austin
Fire Fighters' Relief and Retirement Fund (the “Fund” or “Austin Fire") for the year ending December 31,
2022.

Austin Fire produced a return of -10.8% in the calendar year, outperforming both its policy benchmarks.
The Fund ranked in the second quartile of its peer group'.

The Fund rates of return are represented using a net-of-fees time-weighted methodology based upon
monthly market values and cash flows. Consistent with industry best practices, Austin Fire's private
market valuations are included on a one-quarter lag, cash flow adjusted basis, to account for the typical
60-90 day delayed reporting cycle for most private market investments. Data was provided by State
Street Bank, Austin Fire's custodian, and investment manager valuation statements.

Meketa Investment Group, Austin Fire's general investment consultant, works with the Board of
Trustees and Staff, to assist with performance evaluation, asset allocation, manager selection,
governance, and other industry best practices.

2022 CAPITAL MARKETS YEAR IN REVIEW

When 2022 started, investors were riding the wave of strong returns over the last couple years and
expectations were for inflation to be transitory, growth to fall slightly, and the Federal Reserve to raise
interest rates to just 1% by year-end. This clearly did not play out in 2022 as inflation remained well
above expectations and the Federal Reserve, and other central banks, raised interest rates at a pace
we have not witnessed in a long time.

1 InvMetrics Public DB >S1 bb net.

2022 ANNUAL REPORT 12



As the first calendar quarter of 2022 ended, market volatility increased, driven by unrelenting inflation,
expectations for policy to tighten much faster than previously expected, and Russia's invasion of
Ukraine as well as its potential financial consequences for the global economy. The Federal Reserve
started its rate increases with 50 basis point hikes in March.

In the second calendar quarter, the Federal Reserve policy makers increased rates by a surprising 75
basis points at the June 2022 meeting. Shortly following this meeting, CPI was released showing that
prices had increased to a multi-decade high of 9.1%, again above expectations. This surprised markets
and put into guestion the idea that inflation was peaking, as well as accelerated investor expectations
for the pace of the Fed tightening policy. Concerns of a looming recession increased.

The third quarter started off with strong performance across global markets, especially in the US.
Investors' optimism at the time was driven by a decline in inflation measures, as the CPI ticked down
from 9.1% to 8.5% and came in below expectations. However, Federal Reserve messaging about policy
going forward, combined with outsized interest rate hikes due to the slow rate of decline in inflation and
a strong labor market resulted in significant equity market declines in both August and September
2022.

The last calendar quarter of 2022 started very strong for developed market equities, on returned signs
that inflation may be peaking, monetary policy tightening may relatedly slow, and hopes for a
soft-landing of major economies. However, as the quarter progressed, results were mixed by month
and region as the world received mixed signals on inflation.

Over the full year, US stocks outperformed emerging markets but underperformed developed markets
outside the US. The Russell 3000 returned -19.2% for the year, compared to the MSCI EAFE at -14.5%,
and a decline of -20.1% for the MSCI Emerging Markets index. Within fixed income, the inflation
adjustment helped TIPS’ full year relative results as the Bloomberg TIPS index decreased -11.8% over
the full year, while the Bloomberg Aggregate index declined by -13.0%. Inflation, as measured by CPI,
declined to 6.5% by the end of the year. Inflation in the Eurozone ended the year at 9.2%, down from a
peak of 10.6%. Similarly, inflation in the UK ended the year at 9.2% down from a peak of 9.6%.

AUSTIN FIRE's 2022 PERFORMANCE COMMENTARY

Austin Fire ended 2022 with approximately $11 billion in investment assets. During a tough year for
traditional assets, most asset classes decreased in value. Real Estate was the strongest performing
asset class for the Fund, generating a net return of 8.3%. In public market investments, eight of thirteen
active public managers beat respective benchmarks.

2022 ANNUAL REPORT 13



Calendar Year 2022 Return

Austin Fire (net of fees) -10.8%
Static Benchmark? -12.0%
Dynamic Benchmark? -132%
Peer Median Return? -11.2%

**Returns are time-weighted, net of fees. Austin Fire's private market valuations are included on a one-quarter lag, cash
flow adjusted basis, to account for the typical 60-90 day delayed reporting cycle for most private market investments.

Austin Fire's longer-term net returns (3-year, 5-year, and 10-year) all exceeded both policy
benchmarks. Strong manager selection, stable asset allocation, and sizable allocation to strong
performing private markets have been the biggest drivers of long-term performance.

2023 CAPITAL MARKETS THROUGH 6/30/2023

The first half of 2023 was very favorable to public market investments as inflation steadily decreased.
The US Equity market (S&P 500 Index) is up 16.9% year-to-date through 6/30/2023. The international
equity market (MSCI EAFE index) is up 11.7% year-to-date through 6/30/2023. Investment grade bonds
(Barclays Aggregate Index) is up 2.1% year-to-date as inflation has subsided.

Meketa, Staff and the Board of Trustees continue to diligently monitor the macro environment and its
impact on the Fund.

,/ ) i
m /ST
e il e "7"‘—/ WM
Leandro Festino, CFA, CAIA Aaron Lally, CFA, CAIA Colin Kowalski
Manaqging Principal Managing Principal Investment Analyst

2 Policy target weights multiplied by each respective asset class’s benchmark
3 Actual asset class weight (each prior month end) multiplied by each respective asset class’s benchmark
* InvMeftrics Public DB >$1 bb net.
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Montemayor Britton Bender PC
CERTIFIED PUBLIC ACCOUNTANTS
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AUSTIN FIREFIGHTERS RETIREMENT FUND

FINANCIAL STATEMENTS
WITH SUPPLEMENTARFORMATION AND
Lb59t9b59b¢ ! !5L¢hwQ{ wot hwe
31 DECEMBER 2022
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Montemayor Britton Bender PC
CERTIFIED PUBLIC ACCOUNTANTS

Board of Trustees
Austin Firefighters Retirement Fund

Lb59t9b59b¢ !} 5L¢hwQ{ w9t hwt
Opinion
We have audited thaccompanying statement of fiduciary net position of the Austin Firefighters Retirement
Fund(the Fund) as of 31 December 2022 the related statement of changes in fiduciary net position for the
€SI NI GKSY SYRSRX gKAOK 02t dl Saeindn®, &iidéhe @lated Intiids t e ( K S
financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
status of the Fund as of 31 December 2022 and the changes in its firstatisl for the year then ended, in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
Amerid ® hdzNJ NBaALRYyaAoAft AGASE dzyRSNJ 6K2a$8S adl yRIFNRa
the Audit of the Financial Statements section of our report. We are required to be independent of the Fund
and to meet our other ethical responsibiéis, in accordance with the relevant ethical requirements relating to
our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basi
for our audit opinion.

Responsibilities of Management for the Financiah&ments

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenaa of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whethses Hre conditions or
SPSyitaz O2yaARSNBR Ay (KS |33aNB3IIFGSs GKFG NrAas
going concern for twelve months beyond the financial statement date, including any currently known
information that main raissubstantial doubt shortly thereafter.

2110 BOCA RATON DRIVE
BUILDING B, SUITE 102
AUSTIN, TEXAS 78747
PHONE: 512.442.0380

FAX: 512.442.0817
www.montemayor.team
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I dzR A Respolsibiliiedor the Audit of the FinancialStatements

Ourobjectivesareto obtain reasonablassurance@boutwhetherthe financialstatementsasawhole are
free from materialmisstatementwhetherdueto fraudor error,andto issueanl- dzR A répdrivfatincludes
our opinions.Reasonablassurances a high level of assurancdout is not absoluteassuranceindtherefore
is nota guaranteethat an audit conductedin accordancevith generallyacceptedauditingstandardswill
always detect a material misstatement when it exists. The risk oldet#cting material misstatement
resultingfrom fraud is higherthan for one resultingfrom error, asfraud mayinvolve collusion,forgery,
intentional omissionsmisinterpretationsor the overrideof internalcontrol. Misstatementsare considered
materialif there is a substantiallikelihoodthat, individuallyor in the aggregatethey would influencethe
judgment made by a reasonable user based on the financial statements.

In performingour auditin accordancevith generallyacceptedauditingstandardsye:
A Exercisgrofessionajudgmentand maintainprofessionakkepticismthroughoutthe audit.

A 1dentifyandassesshe risksof materialmisstatementof the financialstatements whetherdueto fraud
or error, and designand perform audit proceduresesponsivdo thoserisks.Suchproceduresnclude
examiningpn atest basis gvidenceregardinghe amountsanddisclosuresn the financialstatements.

A Obtainanunderstandingf internal controlrelevantto the auditin orderto designauditprocedureghat
are appropriate in the circumstances, but not for the purpose of expressing an opinion of the
STFSOUAPSYySaa 2F GKS CdzyRQa AYUISNYylf O2yGNRBf @

A Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accountingestimatesmadeby managementaswell asevaluatethe overallpresentationof the financial
statements.

A Concludewhether, in our judgment,there are conditionsor events,consideredn the aggregatethat
raisesubstantialdoubt aboutthe C dzy &bilitfito continueasa goingconcernfor areasonableperiod
of time.

We arerequiredto communicatewith thosechargedwith governanceegardingamongother matters,the
planned scope and timing of the audit, significant audit findings, and certain internal coelattd
matters that are identified during the audit.

Required Supplementarinformation

Accountingprinciplesgenerallyacceptedin the United Statesof Americarequirethatthe Y I y I 3SY Sy i ¢
discussiorand analysison pages4 through 7 andthe supplementakcheduleson pages20through 24 be
presentedto supplementhe basicfinancialstatements.Suchnformation,althoughnot a part of the basic
financialstatements,s requiredbythe GovernmentaAccounting Standarddoard,who considerst to be

an essential part of financial reporting for placing the basic financial statements Bpropriate
operational,economic,or historicalcontext. We haveappliedcertainlimited procedureso the required
supplementaryinformationin accordancevith auditingstandardsgenerallyacceptedn the United States

of Americawhichconsistedf inquiriesof managementiboutthe methodsof preparingthe information

2022 ANNUAL REPORT 18



and comparingthe information for consistencyith Y' I y I 3 S YeSp6ris€%é our inquiries,the basic
financialstatements,andother knowledgewe obtainedduringour audit of the basicfinancialstatements.
We do not expressan opinionor provideanyassurancen the informationbecausehe limited procedures
do not provide us with sufficient evidence to express an opinion or providesswyrance.

17 July 2023
Austin, Texas

2022 ANNUAL REPORT
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AUSTIN FIREFIGHTERS RETIREMENT FUND
alb! D9a9be¢Q{ 5L{/!{{Lhb ! b5 ! bl [, 6 {L/{

Our discussiorand analysisof the Austin FirefightersRetirementC dzy” @&h@ Bund)financialperformance
providesan overviewof the C dzy” Befvilies forthe calendaryears 2022 an@021 This informationis
provided in conjunction with our financial statements that follow.

FINANCIAHIGHLIGHTS

A Fiduciarynet position of the Funddecreasedy $187,711,63%r -14.40%n 2022,due to negative
marketreturns,andincreasedund payouts.Thefiduciarynet position ofthe Fundincreasedby
$141,520,8320r 12.18%in 2021 due to positive financial returns, as well as continued
contributions to the fund.

A Totalcontributionsby the membersandthe Cityof Austinincreasedby 3.27%n 2022and3.44%in
2021. The increase for 2022 over 2021 reflects wage increase amongst participants.

A Theamount of benefits paid directly to retired membersand their beneficiariesincreasedoy
$10,787,197%n 2022andcontributionrefundsincreasedy $6,699,243n 2021. Thenumberof
pension recipients and lump sum distributions increased for both years.

A Thefundingobjectiveof the Fundisto meetlongterm benefitobligationshroughcontributionsby
the membersandthe Cityof Austinaswell asfrom the investmentincome. Asof 31Decembe2022,
the most recentactuarialmeasurementlate, the C dzy” &@arialfundedratio of actuarial assets
asapercentageof actuarialliabilitieswas87.4% comparedto 89.6%asof 31 December2021.

OVERVIEWFTHEFINANCIABTATEMENTS

TheC dzy fihéndialstatementsconsistof the Statementof FiduciaryNet Positionand the Statementof
Changesn FiduciaryNet Position, with accompanying Notes to the Financial Statements. The information
available in each is summarized below:

The Statement of Fiduciaty SG t 2aAGA 2y LINBaSyida GKS CdzyqReta | a:
position, which aréheldin trust for pension benefitsThis statemenprovidesa snapshotasof yearend

of the C dzy’ Rv@siments stated at fair value,alongwith cashand shortterm investments receivables,
andother assetaandliabilities.Overtime, increase®r decreasesn Fundnet positionmayserveasa useful

indicator of whether the financial position of the Fund is improving or deteriorating.

The Statement of Changes in Fiduciary Net Position presefgsmation showing additions to and
deductions from the Fund during a twehmeonth period, using the accrual basis of accounting. Thus,
additionsarereportedwhenearnedanddeductionswhenincurred,regardlesof whencashisreceivedor

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

Seeindependent: dzR A g &
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AUSTIN FIREFIGHTERS RETIREMENT FUND
al! b! D9 a DSCUSSION AND ANALYSIS

FINANCIARNALYSIS

Ouranalysidelowfocuseson the fiduciarynet positionandchangesn fiduciarynet positionof the Fund.

Summanyof FiduciaryNet Position

31 December 2022, 2021 a2820

Cash andeceivables
Investments
Otherassets

Totalassets

Totalliabilities

Fiduciarynet position forpensionbenefits

2022 2021 2020
$7,409,903  $24,361,041  $10,916,11:
1,108,752,080 1,280,210,826 1,151,057,94°
0 0 49,614
1,116,161,983 1,304,571,867 1,162,023,67:
329,113 1,027,362 0

$1,115,832,870 $1,303,544,505 $1,162,023,67.

Net position: The net position of the Fund decreasedby $187,711,635in 2022 and increasedby
$141,520,832n 2021. Thedecreasan 2022reflectspoor financialmarkets,andincreasedpayoutsfrom
the Fund. Theincreasebetweenboth 2021and2020over prior yearsreflectspositiveinvestmentreturns
due to stronger financial markets, as well as continued contributions to the Fund.

LiabilitiesTheC dzy IRiSlities decreasedy 698,249 in 2022 due to decreasethe investment managerer

GKSANI AygSaaySyl

T $ S 4 dby$1,R23,362 iegORIQAe tcf lakgler@adeduntspaysbie A v

balance to the investment managers for their investmentsfee

2022 ANNUAL REPORT
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AUSTIN FIREFIGHTERS RETIREMENT FUND
alb! D9a9be¢Q{ 5L{/!{{Lhb ! b5 I bl [, 6 {L/{

Summarnyf Changes FiduciaryNet Position

31 December 2022, 2021 and 2020

2022 2021 2020
Additions:
Contributions $42,071,919 $40,738,694 $39,384,31:
Investmentincome(loss) (147,628,167) 171,861,712 146,906,00¢
Otherincome 97,917 74,049 119,89¢€
Totaladditions (105,458,331) 212,674,455 186,410,22(
Deductions:
Benefitpaymentsand
contributionrefunds 80,970,089 70,182,892 63,483,64¢
Administrativeexpenses 1,283,215 970,731 1,092,29¢
Totaldeductions 82,253,304 71,153,623 64,575,94¢
Net increas€decrease) (187,711,635) 141,520,832 121,834,27:
Fiduciarynet position forpensionbenefits
Beginningof year 1,303,544,505 1,162,023,673 1,040,189,40:
Endof year $1,115,832,870 $1,303,544,505 $1,162,023,67.

Additions:Totalcontributionsbythe membersand Cityof Austinfor 2022and2021were $42,071,919 and
$40,738,694espectively. Theincreaseof 1,333,225n 2022representsa 3.27%increasefrom 2021. The
increase of $1,354,381 in contributions for 2021 represents a 3.44% increase. The net investment
income/(loss) was approximately ($148 million) and $@iiion for 2022 and 2021 respectively.

Deductions: The expenses paid by the pension plan include the benefit payments, refunds of member
contributions, administrative and other expenses. Benefits paid directly to retired members and their
beneficiariesand contribution refundsin 2022were $80,970,08%comparedto $70,182,892n 2021. The
amountof benefitspaidincreasecby $10,787,197n 2022from 2021andincreasecy $6,699,243n 2021

from 2020. The increases in both 2022 and 2021 over prior years were due to the increases in the both
number of retirees receiving benefits and in amount of lump sum distributions.

Seeindependent: dzR A g &
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AUSTIN FIREFIGHTEESIREMENT FUND
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OverallAnalysisAsof 31 DecembeR022 fiduciarynet positiondecreasedy $187,711,63®mver2021.As
of DecembefR021, fiduciarnnet position increasetly $141,520,832 or 12.18% owee prioryear. Themost
recentactuarialmeasurementate of 31 December2022showsthe C dzy” &arialfundedratio to be
87.4%comparedo 89.6%rom prior year.The31Decembef022valuationshowsthe Fundcontinuesto be
actuarially sound and has tak@ositive steps to continue that course.

REQUESHORNFORMATION

Thisfinancialreport isintendedto providea generaloverviewof the C dzy fhangesandto demonstrate
the C dzy &€pantabilityfor the moneyit receives.Anyquestionsregardinghisreport maybe addressedo
the fund administration at: 4101 Parkstone Heights Dr., Suite 270, Austin, TX 78746.

Seeindependent: dzR A @M a
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AUSTIN FIREFIGHTERS RETIREMENT FUND
STATEMENT G#DUCIARY NET POSITION

31 DECEMBE®22
ASSETS
Cash and castquivalents $7,245,787
Investmentsat fair value:
Public domestiequities 219,699,04(
Public internationakquities 209,977,14¢
Privateequityfund investments 222,733,90°
Publicfixed incomeinvestments 310,744 52!
Real estate funthvestments 112,168,62¢
Private natural resources fundvestments 33,428,83;
1,108,752,08(
Duefrom broker 253
Interestanddividendsreceivable 163,863
1,116,161,98:
LIABILITIES
Dueto broker 329,113
FIDUCIARNETPOSITIORESTRICTEDRPENSIOBENEFITS $1,115,832,87I

Theaccompanyingiotesareanintegralpart of this financialstatementpresentation.
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AUSTIN FIREFIGHTERS RETIREMENT FUND
STATEMENT @HANGES INDUCIARY NET POSITION

YEAR ENDED 31 DECEMBER 2022

ADDITIONSOFIDUCIARNETPOSITION
Contributions:
Firefighter contributions

Cityof Austincontributions

Net investmentncome:

Net increase/(decrease) in the fair valueimfestments

Interestanddividends
Net gainon saleof investments

Investmentexpenses

Other

DEDUCTIONFROMFIDUCIARNETPOSITION

Retirement benefipayments

General and administrativexpenses

NETINCREASPECREASK)FIDUCIARNETPOSITION

BEGINNINGFYEARIDUCIARYETPOSITION

ENDOFYEARIDUCIARYETPOSITION

$19,306,62¢
22,765,29(
42,071,91¢

(183,690,385
9,157,80¢
30,403,18¢
(3,498,775
(147,628,167
97,917

(105,458,331

80,970,08¢
1,283,21°F
82,253,30-
(187,711,635

1,303,544,50!

$1,115,832,87!

Theaccompanyingotesareanintegralpart of this financialstatementpresentation.
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AUSTIN FIREFIGHTERS RETIREMENT FUND
NOTES TO THE FINANCIAL STATEMENTS

NOTE 10RGANIZATION

A. FUNDDESCRIPTION

TheBoardof Trusteesof the FirefightersRetirementFund(the Fund)isthe administratorof a
singleemployerdefined benefitpensionplan coveringfire fighters employedby the City of
Austin, Texas. The Fund is oerely to active fire fighters in the City of Austin (the Citye
Fundisconsideredapart of the Cityof | dza (fikayicfaléeportingentity andis includedn the

/ A (fidaficialstatementsasa pensionfund trust. The Fundwas originally established, and
may be amended, bgcts of the Texas Legislature. The current governing stasuagticle
6243e.1x S NJ PeyaivilStatutes. TheFundis governedy a Board ofTrusteeswhichis
composedof five members: themayorof the municipality;the/ A 1 @ Q& G NB I & dzZNB NJ
no treasurer, a person who by law, charter provision, or ordinance performs the duty of the
City Treasurer, and three active members of the retirement Fund elected by vote of the fire
fighters and retirees

Thetable below summarizeshe membershipof the Fundasof 31 December2022:

Retireesand BeneficiarieCurrentlyReceivindgenefits 979
TerminatedMembersEntitled toBenefits butNot YetReceiving’hem 35
Active Participants (Vested ambnvested) 1,199

2,213

The Fund provides service retirement, death, disability, and termination benefits. When a
member has completed ten years of credited service after entrance into the Fund, the
YSYoSNDRa I O002dzy (i 0 Sfodeiabla Ud& hé $eRns bfyiie Fun@ y
agreement, members or their beneficiaries are eligible for distributions of benefits upon
attaininganormalretirementageof 50with ten yearsof service pr uponcompleting25yearsof
service regardless of age. In addition, members are eligibksityretirement benefits upon
reachingage 45 with at least ten yearsof serviceor twenty yearsof creditable service,
regardless of age. Distributions to members or their beneficiaries are also available in the
eventof total and permanentdisabilityor upondeathincludingsurvivor(spousalpenefitsat
75%0f retiree benefits.Membersareeligibleto enter the DeferredRetirementOption Plan
(DROPYpon satisfactionof normal retirement eligibility, not to exceedsevenyears.DROP
provides eligible participants the ability to designate benefits to be disbursed in a single
payment or not more than four payments upon leaving active service.

Theterm of benefit paymentsare determinedbythe Y S Y 6 SeMdbiearningsandlength
of service With the exceptionof payments undethe DROP featuralistributions ofpayments
aremadein aseriesof equalinstallmentsovera periodof time. Paymentgdo membersor their
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beneficiaries may be increased annually by the amount of increase in the Consumer Price
index. Costof-living increasesnust beapprovedby the Boardof Trusteesand actuaryof the

Fund. There was a cesf-living adjustment (COLA) of 5.4% put iettect for the year ending

31 December 2022. The contribution refunds are paid with 5% interest.

B. FUNDIN®OLICY

CKS O2yUGNROGdzOA2Y LINPOGAAAZ2Y 2F (GUKA& CdzyR Aa
Statutes, which provides the authority and procedure to change the amount of contributions
determinedasapercentageof payby eachmemberandapercentageof payroll by the City.

TheFundis maintainedby biweeklycontributionsfrom the earningof fire fightersandfrom the
City.Forthe yearended31 December2022,the/ A (cénf@ilBution rate was22.05%and fire
fighters contribution rate was 18.70%o0f their earningsexcludingovertime, educational
incentive pay, assignment pay, and temporary pay in higher classifications.

While the contribution requirements are not actuariatlgtermined, state law requires that
each plan of benefits adopted hilge Furd be approved by qualified actuary. The actuary
must certify that the contribution commitment by fire fighters and the City provides an
adequate financing arrangement.

C. NETPENSIONIABILITY

¢KS CdzyRQa yS8i LSyarzy fAFOAfAGE YSI &dNBR

Total pensiodiability $1,394,152,282
Plan fiduciaryet position (1,115,832,870)
Net pensioriability $278,319,412

Planfiduciarynet positionas apercentageof total pensionliability  80.0%

1. ActuarialAssumptions
The total pension liability in the 31 December 2022 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods
included in the measurement:

Longterm inflation assumption2.6%

Rate of Investment Return: 7.30% compounded annually, net of investment and
administration expenses.

Ratesof SalanjncreaseSalaryincreasesre splitinto awageinflation assumptionof
3.00% and a merit scale basedsmrvice.
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Disability:
Age Rate
Under30 0.0002
30-39 0.0006
40-49 0.0010
50+ 0.0005

Mortality Rates:
Active LivesPubS2010 MortalityTable forEmployees.

Retiree and Vested Terminated LivegbS2010 Mortality Table for Healthy
Retirees.

ContingenSurvivoLivesPubS2010Mortality Tablefor ContingentSurvivors.
Disabled.ivesPubS2010Mortality Tablefor DisabledRetirees.

Generationalmortality improvementsare projected from 2010 using scale
MP-2021.

Withdrawal rates are based on department asetvice.

Retirement Rates are based on probability of retirement and years past early
retirement eligibility.

DROFElection:Membersare assumedo electa DRORyeriod that maximizeghe
value of the retirement benefits and reflects the impact of previously gratedilAs.

Costof-LivingAdjustmentAssumption: 0%
Percent Married: 100% of actives are assumed tonlaeried.
SpouseAge:Ahusbandsassumedo be four yearsolderthan hiswife.

DependentChildren:50% of active membersare assumedto have dependent
children and the youngest child is assumed to be one year.

2022 ANNUAL REPORT 28



2022 ANNUAL REPORT

The target allocation and the expected arithmetic net real rates of return for each
major asset class are summarized in the following table:

Expected

Target  realrate
AssetClass allocation of return
USEquity 20% 4.2%
Developed Market Equitfnon-us) 10% 4.9%
EmergingVarket Equity 12% 5.8%
PrivateEquity(Fundof Funds) 15% 6.0%
InvestmentGradeBonds 13% -0.2%
TIPS 5% -0.2%
HighYieldBonds 2.5% 1.8%
BankLoans 2.5% 1.4%
EmergingviarketsBonds 7% 1.8%
Private RedEstate 10% 4.8%
Private NaturaResources 3% 5.9%

DiscountRate

The discount rate used to measure the Total Pension Liability was 7.30%. The
projectionof cashflows usedto determinethe discountrate assumedhat employee

and employer contributions to the Fund will continue to follow the required
contributions asdescribedBlySNy 2y Qa ¢ SElF a / AQGAt { G Gdz
contribution rateis 22.05% of compensatiandY S Y 6 SonkHilftion is 18.70%

of compensationBasedn the 31 Decembe022measurementate, the fiduciary

net positionisprojectedto be greaterthan or equalto the benefitpayments projected

for eachfuture period. Therefore,the longterm expectedrate of return on Plan
investments was applied to all periods of projected benefit payments to determine

the Total Pension Liability.

Basedon those assumptionsthe C dzy” fRificé@arynet position was projectedto be
available to make all projected future benefit payments of current plan members.
Therefore the longterm expectedrate of return on Fundinvestmentswasapplied

to all periodsof projectedbenefitpaymentsto determinethe total pensionliability.
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3. Sensitivityof the Net PensiorLiabilityto Changesn the DiscountRate

The following presents the net pension liability of the Fund, calculated using t
discountrate of 7.30% aswell aswhat the C dzy” ietpansionliability would be if

it werecalculatedusingadiscountrate that isonepercentagepoint lower (6.30%)

or one percentage point higher (8.30%) than the current rate:

Current
1%Decrease DiscountRate 1%lncrease

(6.30%) (7.30%) (8.30%)
C dzy metpansionliability — $405,942,841 $278,319,412 $170,701,782

NOTE2: SUMMARNOFSIGNIFICANACCOUNTINBOLICIES

BASI®FACCOUNTING

TheC dzy fh@naialstatementsare preparedusingthe accrualbasisof accountingunder
which expensesare recordedwhen the liability is incurred,revenuesare recordedin the
accounting period in which they are earned and become measurable, and investment
purchasesndsalesarerecordedasof their trade date. Firefighter and Citycontributions
arerecognizedasrevenuesn the period whichthe relatedS Y LJ 2 Bagr@lis €arned.
Benefitsarerecognizedvhenthe employeebecomeseligiblefor retirementandelectsto

retire under the system and is paid a benefit. Employee contribution refunds are
recognized when the employee leaves the City and elects to withdraw a contribution.

METHONSEDO OVALUENVESTMENTS

Cash and shoiterm investments include deposits incaistodianmanaged investment

pool from whichthe Fundmay makedepositsand withdrawalsat anytime without prior

notice or penalty. The market value of such deposits is equal to cost. The Board of Trustees
has adopted a Statement of Investment Policies and Objectives (InvesBoéay)to set

forth factorsinvolvedin the managemenbf investmentassetdor the Fund.Bystatute,the
Boardof Trusteesn its solediscretionmay invest,reinvest,or changethe assets of the

Fund.

METHONSEDO OVALUENVESTMENTS

TheBoardof Trusteesshall invest in fundé whatever instruments omvestments are
considered prudent. In making investments for the Fund, the Board of Trustees shall
dischargats dutieswith care,skill, prudenceand diligenceunderthe circumstanceshen
prevailingthat a prudent personactingin a similarcapacityand familiar with suchmatters
would use in the conduct of an enterprise of a similar character and with similar aims.
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NOTE2: SUMMARNOFSIGNIFICANACCOUNTINBOLICIES

Investments are reported at fair value. Securities traded on a national or international
exchangesrevaluedat the lastreportedsalespriceat currentexchangeates.lnvestments

that do not havean establishedmarketarereported at estimatedfair value.Realizedand
unrealized gains and losses as well as other investment adjustments are reported
appreciation (depreciation) in the fair value of investments.

ESTIMATES
The preparation of financial statements in conformity with U.S. generdlyepted
accountingprinciplesrequiresmanagemento makeestimatesandassumptionghat affect
the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilitiesat the date of the financialstatementsandthe reportedamountsof additionsand

deductiongto the net positionrestrictedfor pensionbenefitsduringthe reportingperiod.
Actual results could differ from those estimates.

FUNDEXPENSES

All Fundadministrativecostsare the responsibilityof the Fundand are financedthrough
investment earnings.

SUBSEQUEMRVENTS

Management has evaluatesubsequent events through the date of the Independent
Il dZRAG2ND&a wSLIR2NI>X GKS RFEGS GKS FAYIFYyOAL f

BUDGET
TheFundis not legallyrequiredto adopta budget.
NOTE3: FEDERANCOMEAXES

TheFundis a PublicEmployeeRetirementFundandis exemptfrom Federaincometaxes
and the provisions of the Employee Retirement Income Security Act of 1974.

NOTEt: DEPOSIANDINVESTMENRISK
CUSTODIATREDIRISK
Custodiakreditriskfor depositsisthe riskthat, in the eventof the failure of a depository
financial institution, the Fund will not be able to recodsposits or will not be able to

recover collateral securities that are in the possession of an outside party. Deposits are
exposed to custodial edit risk if they are uninsured and unsecured
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NOTE 4: DEPOSIT AND INVESTMENT RISK

Custodial credit risk for investments is the risk that, in the event of the failure of the
counterpartyto atransaction the Fundwill not be ableto recoverthe valueof investment

or collateralsecuritiesthat arein the possessiomf an outside party. Investmentsecurities
areexposedo custodialcreditriskif the securitiesare uninsured,are not registeredin the

YIEYS 2F (KS CdzyR YR INB KStR o0& SAGKSN]
RSLI NIYSyd 2N F3Syid odzi y20 Ay GKS CdzyRQ
investmentsecuritiesare not exposedo custodialcredit riskbecauseall securitiesare held

08 UKS CdzyRQ&a Odzad2RALFE o6Fyl AYy (GKS CdzyRQ

CONCENTRATIORCREDIRISK

Concentration of crediNA &1 A& (GKS NRal 2F t2aa I G0NRC
investmentin a singleissuer.Asof yearend, the Fundhad no investmentswith a single

A N w oA A M oA

Ad&ddzSN) 0KIGd SEOSSRSR pm: 2F (KS CdzyRQa vy

established asset allocation targdts major classe®f investedassets as listed below. The
Fund is authorized to invest in the following:

Class TargetRange

Equity 30-55%

Fixedincomelnvestments 20-40%

Alternatives 10-40%
INTERERATERISK

Interest rate risk is the risk that changes in interest rates will adversely affect an
Ay @S a Gaf éydiMhdughthe Funddoeshaveaformalinvestmentpolicy it does not
specifically limit investment maturities as a means of managing its exposure to potential
fair value losses from future changes in interest rates.

CREDIRISK
Creditriskisthe riskthat anissueror other counterpartyto aninvestmentwill not fulfill its

20t A3l GA2ya (2 GKS CdzyR® LG A& GKS CdzyRQ3
its portfolio at an average credit rating of investment grade or better.
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NOTE: DEPOSIANDINVESTMENRISK

Asof 31 December2022,the Fundhadthe followinginvestmentssubjectto interestrate
risk and credit risk:

Weighted Weighted

Average Average

Investment Maturity  CreditRating  FairValue

SSgMondFund 8.6years AA $83,265,76¢
LoomisSaylesCorePlusFixedincome 8.8years BBB $53,124,47
AberdeenEmergingVlarketsBondFund 11.lyears BB $65,367,49¢
SSGAIPS 7.1lyears AAA $54,551,72¢
PyramisTacticaBondFund 13.2years BBB $34,396,82¢
PacificAssetManagementBankLoans 4.2years B $20,038,22:

FOREIGRURREN@®ISK

Foreigncurrencyriskisthe riskthat changesn exchangeateswill adverselaffectthe fair

valueof aninvestmentor deposit.Althoughthe Funddoeshaveaformalinvestment policy,

it does not specifically RRNB&a a8 (KS CdzyRQad SELR2 adzNBE NBf
Fund had the following exposure to foreign currency risk as of 31 DecexfiBér

Denomination by Investment Type MarketValue(USD)

Private Equity Fund Investments

Euro $34,565,133
RealEstateFundinvestments
Euro 961,771
PublicFixedincomelnvestments
BrazilianReal 50,998,18(
Euro 57,044,95(
South AfricarRand 14,719,46¢
IndianRupee 7,395,86¢
UraguayPeso 4,288,66¢
134,447 13
$169,974,03
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NOTE:  SCHEDULBF INVESTMENRETURNS

The moneyweighted rate of return expresses investment performance, net of investment
expensesthat reflectsthe estimatedeffectof the contributionsreceivedandthe benefitspaid
during the year.

Fiscal Year AnnualMoneyWeightedNet RealRateof Return31

December 2022 -10.40%

NOTE: FAIRVALUBMEASUREMENT
QuotedPricedn SignificanOther Significant

ActiveMarketsfor Observable Unobservable
Identical Assets Inputs Inputs
(Levell) (LevePR) (LeveB)
Public domestiequities $219,699,040 $0 $0
Public internationaequities $209,977,146 $0 $0
Privateequity fund investments $0 $0 $222,733,90°
Publicfixedincomeinvestments $0 $310,744,525 $0
Real estate funéhvestments $0 $0 $112,168,62!
Private natural resourcesind $0 $0 $33,428,837

Level 2 investments are valued based on quoted market prices in active markets as well as
market valuation methodologiesusingdiscountedcashflows and observablecredit ratings.

Level 3 investments include investments in a group of -registered private equity
investmentpartnerships private equity real estate,and private naturalresourcedunds. Fair
valuedeterminations bythe underlying funds take into consideration the operating results,
FAYLFLYOALET O2yRAGAZ2YAST NBIFE Sadl dS | LILINI A&l

NOTE/: SECURITIEENDING

The Fund is authorized under itsvestment policy to participate in securities lending
programs through State Street Bank and Trust Comg&8tate Street) under which, for an
agreedupon fee, investments owned by the Fund are loaned to a borrowing financial
institution. Underthis agreenent, whenthe loanclosesthe borrowedsecuritiesarereturned

to the Fundandthe collateralis returnedto the borrower. Duringthe fiscalyear, StateStreet

lent, on behalfof the Fund, certainJS Equitysecuritiesof the Fund heldby State Streetas
custodianand receivedcashor other collateralincludingsecuritiesissuedor guaranteed by

the United Statesgovernment(USDcollateral).State Streetdoesnot havethe ability to pledge

or sell collateral securities delivered absertiarower default.
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NOTE/:  SECURITIEENDING

The lending agreement requires securities to be collateralized by cash, US government
securities or irrevocable letters of credit with a total market value of at least 100% of the
market value of thdoaned securities.

Pursuanto the Securitied endingAuthorizationAgreement StateStreethadan obligation to
indemnifythe Fund in theevent of default by a borrower. There were no failurepy any
borrowersto return loanedsecuritiesor paydistributionsthereon duringthe fiscalyearthat
resulted in a declaration or notice of default of the Borrower.

Duringthe fiscalyear,the Fundandthe borrowersmaintainedthe right to terminate securities
lending transactions upon notice. The cash collateral received on each loan was invested,
together with the cash collateral of other qualified taxempt plan lenders, in a collective
investmentfund comprisedof aliquidity pool. Asof 31 DecembeR022the liquidity poolhadan
average duration of 3.29 days and an average weighted final matfr2g.01 days foSD
collateral.On31 DecembeR022 theFund hadho creditrisk exposuréo borrowers.Themarket

value of collateral held and the market value of securitieson loan for the Fundas of 31
December 2022 was $5,723,505 and $ 5,584,386 respectively.

NOTESB: COMMITMENTABNDCONTINGENCIES
¢tKS CdzyRQa Ay@SaildyYSyida AyOfdzZRS Ay@gSaidayvySydl
private marketsstrategiesIn connectionwith thoseinvestmentsthe Fundstill hasremaining
commitments as of 31 December 2022 of $46.40 million pursuant totehms of the

respective interest.

At31DecembeR022 the total accumulatedump sumbenefitdueto DRORarticipantswas
$157,393,946.
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AUSTIN FIREFIGHTERS RETIREMENT FUND

Schedule oEmployer Contributions
Last 10 Years

Contributions
in relation to

Actuarially the Actuarially  Contribution Contributions as a
Determined  Determined Deficiency Covered percentage of
Fiscal Year Ended  Contribution Contributions (Excess) Payroll Covered Payroll
12/31/2022 N/A N/A N/A $ 103,243,946 22.05%
12/31/2021 N/A N/A N/A $ 99,961,868 22.05%
12/31/2020 N/A N/A N/A $ 96,648,621 22.05%
12/31/2019 N/A N/A N/A $ 95,500,068 22.05%
12/31/2018 N/A N/A N/A $ 91,086,698 22.05%
12/31/2017 N/A N/A N/A $ 87,266,236 22.05%
12/31/2016 N/A N/A N/A $ 86,638,961 22.05%
12/31/2015 N/A N/A N/A $ 87,836,040 21.88%
12/31/2014 N/A N/A N/A $ 84,670,948 22.05%
12/31/2013 N/A N/A N/A $ 83,279,101 21.36%

2022 ANNUAL REPORT

Schedule of Investment Returns

Last 10 Years

Annual Money-
Fiscal Year Weighted Rate of
Ended Return Net of
Investment
Expense
12/31/2022 -10.40%
12/31/2021 18.00%
12/31/2020 15.46%
12/31/2019 15.75%
12/31/2018 -2.66%
12/31/2017 17.29%
12/31/2016 7.13%
12/31/2015 0.81%
12/30/2014 5.60%
12/31/2013 13.30%

Seeindependent: dzR A @M a
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Notes to Schedules:
(2) Determined from the end of year total pension liability using the roll forward procedure allowed famittz year
of implementation for GASB 67.

Changeof benefit terms:
For measurement date 12/31/2021, amounts reported as changes of benefit terms resulted fromd-thasig
adjustment. Eligibleretirees receive a 5.4%costof-living adjustment, effective January 12022.

Formeasurement date 12/31/2020, amounts reported as changes of benefit terms resulted from-afdiwgtg
adjustment. Eligibleretirees receive a 1.7%costof-living adjustment, effective January 12021.

For measurement date 12/31/2019, amoumeported as changes of benefit terms resulted from a agdiving
adjustment. Eligibleretirees receive a 1.4%costof-living adjustment, effective January 12020.

For measurement date 12/31/2018, amounts reported as changes of benefit terms resualted fcostof-living
adjustment. Eligibleretirees receive a 2.3%costof-living adjustment, effective January 12019.

For measurement date 12/31/2017, amounts reported as changes of benefit terms resulted fromd-thasig
adjustment. Eligibleretirees receivea 2.2% costof-living adjustment, effective January 12018.
For measurement date 12/31/2016, amounts reported as changes of benefit terms resulted fromd:-thasig
adjustment. Eligibleretirees receivea 1.5% costof-living adjustmen, effective January 12017.

Changeof assumptions:
For the 12/31/2022 valuation, the DROP perasbumption was changed from a ratble to beassumed the DROP

period that maximizesthe value of the retirement benefits reflecting previouslgranted COLAS.

The 12/31/2021 valuation reflects an update tise the most recently published mortality improvement scalelhogy
Society of Actuaries (MB021).

For measurement date 12/31/2020, amounts reported as changes of benefit terms resultetbixening the
investment return from 7.50% to 7.30% per year, compounded annually, net of all expenses. Additionadyrible
growth rate was increased from 2.00% to 2.50%.

For measurement date 12/31/19, as a result of actuarial experience study datd®a, 2020, the Boarépproved the
following changes:

- Pricelnflation (loweredfrom 2.75t0 2.5)

- InvestmentReturn(loweredfrom 7.70%to 7.50%)

- Mortality Rates(MP-2019 improvementscale)

- Salanyincreases

- RetirementRates

- RetroDROFElections

- Withdrawal Rates

- DisabilityRates

For measurement date 12/31/2018, amounts reported as changes of assumptions resulted from the fottbeuggs:
- Theassumedmortality rateswere updatedto reflect the Pub$S2010 (abovemedian,amountweighted)tables.
- Theprice inflation assumptionwasloweredfrom 3.50%to 2.75%per year.

For measurement date 12/31/2014, amounts reported as changes of assumptions resulted from an actuarial
experience study dated Jurib, 2015;below is abrief overview of the changes:

AA "freshstart" on the actuarial asset value has been implemented. &bfuture valuations, the asset valuation
method will utilize a new smoothing technique.

Seeindependent: dzR A g &
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Notes toSchedules:
AThe investment return assumption has been decreased from 7.75% to 7.70% per year compounded aretuzily,
all expenses.
AThegeneralwageinflation rate hasbeendecreasedrom 3.5%to 3.0%per year.
ATheservicebasedtable attributable to merit and longevitysalaryincreaseshasbeenamended.
ATheretirement rates havebeenamended.
ATheRetroDRORelection assumptionshave been amended.
AThewithdrawal rates havebeenamended.
ATheassumedspousalagedifferencehasbeen amended.

Seeindependentt dzR A @I &
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AUSTIN FIREFIGHTERS RETIREMENT FUND

Schedule of Direct and Indirect Fees and Commissions

TOTAL INVESTMENT TOTAL DIRECT AND
MANAGEMENT FEES INDIRECT FEES AND
(Management Fees Reduced BROKERAGE COMMISSIONS
MANAGEMENT MANAGEMENT FEES from Investment + FEES/COMMISSIONS (Management Fees +
FEES PAID FROM REDUCED FROM Management Fees Paid REDUCED FROM Brokerage

ASSET CLASS FUND INVESTMENT From Fund) INVESTMENT Fees/Commissions)
Public Equity $ 1,465,099 §$ 1,405,861 § 2,870,960 § 179,745  $ 3,050,705
Fixed Income 573,648 114,565 688,213 0 688,213
Real Assets 0 1,234,001 1,234,001 0 1,234,001
Alternative/Other 0 1,765,003 1,765,003 0 1,765,003
TOTAL $ 2,038,747 $ 4,519,430  § 6,558,177 $ 179,745  § 6,737,922

2022 ANNUAL REPORT
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Via Electronic Mail
July 13, 2023

Board of Trustees

Austin Firefighters Retirement Fund
4101 Parkstone Heights Drive, Suite 270
Austin, Texas 78746

Dear Trustees of the Board,

The purpose of this report is to provide accounting and financial reporting information for the
City of Austin for the Austin Firefighters Retirement Fund. This information includes:

Projection of the Total Pension Liability from the valuation date to the measurement date,
Calculation of the Net Pension Liability at the discount rate as well as discount rates 1%
higher and lower than the discount rate,

Changes in the Net Pension Liability,

Schedule of Employer Contributions,

Disclosure of Deferred Inflows and Outflows, and

Calculation of the Annual Pension Expense for the City of Austin.

If you have any questions about the report or would like additional information, please let us know.

Sincerely,
Cheiron
Heath Merlak, FSA, EA, MAAA, FCA Coralie Taylor, FSA, EA, MAAA, FCA
Principal Consulting Actuary Consulting Actuary
izabeth Wiley, FSA, EA, MAAA, FCA
Consulting Actuary

2022 ANNUAL REPORT
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SECTION I - BOARD SUMMARY
Highlights

The measurement date for the Austin Firefighters Retirement Fund is December 31, 2022.
Measurements as of the reporting date are based on the fair value of assets as of December 31, 2022
and the Total Pension Liability as of the valuation date, December 31, 2021, updated to
December 31, 2022. The Total Pension Liability as of December 31, 2022 is based on Cheiron’s
replication valuation as of December 31, 2021, projected to December 31, 2022. There were no
significant events between the valuation date and the measurement date, so the update procedures
only included the addition of service cost and interest cost offset by actual benefit payments.

The table below provides a summary of the key results during this measurement period.

Summary of Results

Measurement Date

12/31/2022 12/31/2021
Net Pension Liability $ 278,319,412 $ 11,832,305
Deferred Outflows (156,145,362) (36,576,095)
Deferred Inflows 8,626,616 133,138,176
Net Impact on Statement of Net Position $ 130,800,666 $ 108,394,386
Pension Expense ($ Amount) $ 45,171,570  $ 11,702,412
Pension Expense (% of Payroll) 43.75% 11.71%

The Net Pension Liability (NPL) increased approximately $266 million since the prior
measurement date, primarily due to investments earning less than the assumed rate. There were
also actuarial losses and assumption changes that increased the NPL by approximately $34 million.

Investment losses are recognized over five years, and the actuarial gains and assumption changes
are recognized over the average remaining service life, which is eight years. Unrecognized
amounts are reported as deferred inflows and deferred outflows. As of the end of the current
reporting year, the City of Austin would report a Net Pension Liability of $278,319,412 Deferred
Inflows of $8,626,616 and Deferred Outflows of $(156,145,362). Consequently, the net impact
on the City of Austin’s Statement of Net Position due to AFRF would be $130,800,666 at the
end of the reporting year. In addition, any contributions between the measurement date and the
reporting date would be reported as deferred outflows to offset the cash outflow reported.

For the measurement year ending December 31, 2022, the annual pension expense is
$45,171,570, or 43.75% of covered-employee payroll. This amount is not related to the City’s
contribution to AFRF ($22,765,290), but instead represents the change in the net impact on the
City of Austin’s Statement of Net Position plus employer contributions ($130,800,666 —
$108,394,386 + $22,765,290). Volatility in pension expense from year to year is to be expected
and will largely be driven by investment gains or losses, but other changes can also have a
significant impact. A breakdown of the pension expense is shown in Section VII of the report.
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SECTION II - CERTIFICATION

The purpose of this report is to provide accounting and financial reporting information under
Government Accounting Standards Board Statement No. 67 (GASB 67) for the Austin
Firefighters Retirement Fund (AFRF) and under GASB No. 68 for the City of Austin. This report
is for the use of AFRF, the City of Austin, and their auditors in preparing financial reports in
accordance with applicable law and accounting requirements. This report is not appropriate for
other purposes, including the measurement of funding requirements for AFRF.

In preparing our report, we relied on information, some oral and some written, supplied by AFRF.
This information includes, but is not limited to, the plan provisions, employee data, and financial
information. We performed an informal examination of the obvious characteristics of the data for
reasonableness and consistency in accordance with Actuarial Standard of Practice No. 23.

Future actuarial measurements may differ significantly from the current measurements due to
such factors as the following: plan experience differing from that anticipated by the economic or
demographic assumptions; changes in economic or demographic assumptions; and changes in
plan provisions or applicable law.

Cheiron utilizes ProVal, an actuarial valuation software leased from Winklevoss Technologies
(WinTech) to calculate liabilities and project benefit payments. We have relied on WinTech as the
developer of ProVal. We have reviewed ProVal and have a basic understanding of it and have used
ProVal in accordance with its original intended purpose. We have not identified any material
inconsistencies in the assumptions or output of ProVal that would affect this report.

This report and its contents have been prepared in accordance with generally recognized and
accepted actuarial principles and practices and our understanding of the Code of Professional
Conduct and applicable Actuarial Standards of Practice set out by the Actuarial Standards Board
as well as applicable laws and regulations. Furthermore, as credentialed actuaries, we meet the
Qualification Standards of the American Academy of Actuaries to render the opinion contained
in this report. This report does not address any contractual or legal issues. We are not attorneys,
and our firm does not provide any legal services or advice.

This report was prepared for AFRF for the purposes described herein and for the use by the plan
auditor in completing an audit related to the matters herein. Other users of this report are not
intended users as defined in the Actuarial Standards of Practice, and Cheiron assumes no duty or
liability to any other user.

Heath Merlak, FSA, EA, MAAA, FCA Coralie Taylor, FSA, EA, MAAA, FCA
Principal Consulting Actuary Consulting Actuary

Elizabeth Wiley, FSA, EA, MAAA, FCA
Consulting Actuary
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SECTION III - DETERMINATION OF DISCOUNT RATE
The discount rate used to measure the Total Pension Liability was 7.30%.

The projection of cash flows used to determine the discount rate assumed that employee and
employer contributions to the Fund will continue to follow the required contributions as
described by Vernon’s Texas Civil Statute, Article 6243e.1. The City’s contribution rate is
22.05% of compensation and members’ contribution is 18.70% of compensation. Based on the
December 31, 2022 measurement date, the fiduciary net position is projected to be greater than
or equal to the benefit payments projected for each future period. Therefore, the long-term
expected rate of return on Plan investments was applied to all periods of projected benefit
payments to determine the Total Pension Liability.

2022 ANNUAL REPORT
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SECTION 1V - PROJECTION OF TOTAL PENSION LIABILITY

The Total Pension Liability (TPL) is measured as of a valuation date of December 31, 2021 and
projected to December 31, 2022. There were no significant events during the projection period of
which we are aware. Because the TPL shown in the prior report was measured as of
December 31, 2020 and projected to December 31, 2021, it will not match the amounts
measured as of December 31, 2021 that are shown in this exhibit.

The table below shows the projection of the TPL at discount rates equal to the rate used for
disclosure and plus and minus one percent from the rate used for disclosure.

Projection of Total Pension Liability from Valuation to Measurement Date

Discount Rate 6.30% 7.30% 8.30%
Valuation Total Pension Liability, 12/31/2021
Actives $ 588.743.031 $ 526,801,843 § 474,763,110
Inactives 732,119,630 668,463,912 614,348,200
DROP Balances 151,596,289 151,596,289 151,596,289
Total $1,472,458,950 $1,346,862,044 $1,240,707,599
Service Cost, middle of year 38.829.103 31,705,871 26,052,084
Benefit Payments 80,970,089 80,970,089 80,970,089
Interest 91,457,747 96,554,456 100,745,058
Total Pension Liability, 12/31/2022 $1,521,775,711  $1,394,152,282 $1,286,534,652
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SECTION V - NOTE DISCLOSURES

The table below shows the changes in the Total Pension Liability, the Plan Fiduciary Net
Position (i.e., fair value of System assets), and the Net Pension Liability during the Measurement
Year. Note this is the information the City will report for the fiscal year ending
September 30, 2023.

Change in Net Pension Liability

Increase (Decrease)

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
(a) (b) (a) - (b)
Balances at 12/31/2021 $1.315,376.810 $1.303.544.505 $ 11.832.305
Changes for the year:
Service cost 31,101,116 31.101.116
Interest 94,234,349 94,234,349
Changes of benefits 0 0
Differences between expected and actual
experience 13.460.814 13.460.814
Changes of assumptions 20,949,282 20.949.282
Contributions - employer 22.765.,290 (22,765.290)
Contributions - member 19.306.629 (19.306.629)
Net investment income (147.530,250) 147,530,250
Benefit payments (80.970.089) (80.970,089) 0
Administrative expense (1.283,215) 1.283.215
Net changes $ 78.775.472 $ (187.711.635) $ 266.487.107
Balances at 12/31/2022 $1.394,152.282 $1.115.832.870 $ 278319.412

During the measurement year, the NPL increased by approximately $266 million. The service
cost and interest cost increased the NPL by approximately $125 million, investment losses and
administrative expenses increased the NPL by approximately $149 million, and contributions
decreased NPL by approximately $42 million.

There were no changes in benefits during the year. The mortality assumption and DROP
assumption were changed from the prior measurement. The mortality assumption was changed
from the PubS(A)-2010 table with mortality improvements projected five years past the
valuation date using MP-2021 to the PubS-2010 table with mortality improvements projected
generationally using MP-2021. The DROP period assumed for members was changed to assume
members elect the DROP period that maximizes the value of their benefit reflecting any
applicable previously granted COLAs. The combination of these assumption changes increased
the TPL by approximately $21 million. There were actuarial experience losses during the year of
approximately $13 million.
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SECTION V - NOTE DISCLOSURES

Changes in the discount rate affect the measurement of the TPL. Lower discount rates produce a
higher TPL and higher discount rates produce a lower TPL. Because the discount rate does not
affect the measurement of assets, the percentage change in the NPL can be very significant for a
relatively small change in the discount rate. The table below shows the sensitivity of the NPL to
the discount rate.

Sensitivity of Net Pension Liability to Changes in Discount Rate

1% Discount 1%
Decrease Rate Increase
6.30% 7.30% 8.30%
Total Pension Liability $1.,521,775.711 $1.394,152,282 $1,286,534,652
Plan Fiduciary Net Position 1,115,832,870 1,115,832,870 1,115,832.870
Net Pension Liability $ 405942841 $ 278319412 $ 170,701,782

Plan Fiduciary Net Position as a
Percentage of the Total Pension Liability 73.3% 80.0% 86.7%

A one percent decrease in the discount rate increases the TPL by approximately 9% and
increases the NPL by approximately 46%. A one percent increase in the discount rate decreases
the TPL by approximately 8% and decreases the NPL by approximately 39%.

Asset Allocation and Expected Long Term Real Rates of Return

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. Best estimates of arithmetic real rates of return for each major asset
class included in the pension plan’s target asset allocation as of December 31, 2022 are
summarized in the following table:

2022 ANNUAL REPORT
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SECTION V - NOTE DISCLOSURES

Asset Allocation and Expected Real Rate of Return'

Asset Class

Domestic Equity

Emerging Market Equity
Private Equity
Investment Grade Bonds
TIPS

High Yield

Bank Loans

Emerging Market Bonds
Private Real Estate

Total

Developed Market Equity (non-US)

Private Natural Resources

Target Allocation

20.00%
10.00%
12.00%
15.00%
13.00%
5.00%
2.50%
2.50%
7.00%
10.00%
3.00%

100.00%

Long Term
Expected Real
Rate of Return

4.20%
4.90%
5.80%
6.00%
0.20%
-0.20%
1.80%
1.40%
1.80%
4.80%
5.90%

! Source: Meketa

For the year ending December 31, 2022, the money-weighted rate of return on plan assets was

calculated by Meketa to be -10.40%, net of investment expense.
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