Austin
Firefighters

Retirement Fund




$1.3 Billion

$1.1 Billion
Fund Statistics 86.9%
As of 2022 Actuarial Valuation 35.7 years
7.30%
-10.8%

2213 Members
(1199 active, 1014 annuitants)




e Updated the mortality table to use fully generational mortality with the base
PubS-2010 mortality table

e Assume participants choose the most valuable DROP period

e Reflect previously granted COLAs for eligible active members assumed to take DROP

Changes Since 2021 Valuation

Information provided by Cheiron, AFRF actuary




CONTRIBUTIONS

10 Years of Service
Upon termination of employment with the fire
Firefighter department, a member may elect to leave their
accumulated deposits in the Fund.

Age 50 with 10 Years of Service

City of Austin OR 25 Years of Service at any age
0 ° oo 202 Age 45 with 10 Years of Service
City of Austin Firefighter :
o of Salary 25 05 187 OR 20 Years of Service at any age

Contributions and Benefit Eligibility




Benetits

Available to eligible AFRF Members

*Note: Firefighters DO NOT
participate in Social Security

Retirement Annuity: Calculated by
multiplying Years of Service and Final
Average Salary by a 3.3% Pension Factor

*FAS is determined by the average of the highest
paid 36 months of service

DROP: Deferred Retirement Option Plan

COLA: Cost of Living Adjustments

*Granted in accordance with Board Policy

Disability Benefits

Death Benefits
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Funding Period

Historical data provided by Cheiron

According to PRB Funding Guidelines,
the Funding Period should be:

“As brief a period as possible”
“Not to exceed 30 years”

“10-25 years preferred”

Amortization Period
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Contributions
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COLA % Increase
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Valuation Recap

Cheiron data, 12/31/2022



1. Funding period > 30 years for 3 consecutive valuations
2. Funding period > 40 years at any valuation

3. Funding period > 30 years AND funded ratio < 65%

Given the “leverage,” or rapidly increasing nature of funding periods,
it is vitally important to assess and manage risk

Funding Soundness Restoration Plan (FSRP)

Texas Pension Review Board (PRB)




FSRP Q&A

There is no crisis.

As of the 2022 Actuarial Valuation, the Fund’s amortization period increased
from 17.7 to 35.6 years. However, our funded ratio remains strong at 86.9%. We
are, and will continue to be, on a stable financial footing for the near future.

However, our actuary’s projections indicated that some changes should be
considered to help maintain the long-term financial health of the plan.

Poor market returns and correction of inaccurate actuarial assumptions.

Struggling financial markets led to a -10.8% investment return in 2022, which
partly caused the Funds assets to drop from $1.3 to $1.1 billion.

Also, Cheiron recommended updating and tightening some actuarial methods
and assumptions to reflect plan costs more accurately, which the Board
approved.

Cheiron is currently performing an experience study to inform future decisions.

Funding Soundness Restoration Plan "At-Risk” Status
We have not triggered the requirement yet.

AFRF has received one valuation with an amortization period exceeding the 30-
year limit and are “at-risk” of triggering the requirement in 2025 if no action is
taken by the Board and the City.



The City is a key stakeholder as contemplated in state law and by PRB.

* If the Fund's amortization period remains above 30 years for two more
consecutive valuation cycles, AFRF and its plan sponsor, the City of Austin, will
be required to jointly develop a corrective action plan to lower the Fund's
amortization period.

FSRP Q&A

Pension Funding Working Group - Voluntary FSRP (V-FSRP)
* The AFRF Board took a proactive stance and formed a working group to
explore options for a shared solution with the City of Austin, rather than waiting
to trigger the requirement.

Strategize a solution to develop a long-term plan to maintain sound
financial health of the Fund.

* Over the course of next year, the Board will engage with the City in careful
consideration of different aspects of the retirement system, while honoring the
core mandate of the Fund, which is to provide benefit security to current and
future members.

* The Board will target 2025 to implement an agreeable shared solution in the
form of a pension reform legislation/V-FSRP.




@) AFRF

AUSTIN FIREFIGHTERS
RETIREMENT FUND

Contact
Information

4101 Parkstone Heights Drive
Suite 270
Austin, TX 78746
512-454-9567

Staff@AFRFund.org



mailto:staff@AFRFund.org
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