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2007 AT A GLANCE
STATISTICAL HIGHLIGHTS

The Dallas Police and Fire Pension System provides retirement, disability, and survivor
benefits to the Police Officers and Firefighters of the City of Dallas. The System has had a
steady growth in both its membership and its assets since it was founded in 1916.
Participants
Active Members, including DROP = 4,909
Benefit Recipients = 3,294

Terminated Vested = 182

Total Participants = 8,385

Service Retirements Added

Police = 73
Fire = 62
Total = 135

Disability Retirements Added

Police =1
Fire=2
Total = 3

System Assets at Market Value = $3,353,339,769
Benefits Paid =* $131,626,059
Member Contributions (Net of Refunds) = $17,001,310
City Contributions = $97,762,335

*Includes DROP Distributions
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Brian . Blake, v29) POLICE & FIRE Gary W. e
Assistant Administrator by Y ¢ Donald W. Hill

7 PENSION SYSTEM John M. Mays
Donald C. Rohan, Rector McCollum
Assistant Administrator Steven G. Shaw

Maxine Thornton-Reese
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Members of the Dallas Police and Fire Pension System:

The Board of Trustees and staff of the Dallas Police and Fire Pension System (the System) are pleased
to present the Comprehensive Annual Financial Report of the System, including also the Financial State-
ments of the Supplemental Police and Fire Pension Plan of the City of Dallas (Supplemental Plan), for the
fiscal year ended December 31, 2007 (the annual report). Though the assets of System and Supplemental
Plan are co-invested through a Group Trust, the two plans are maintained separately.

This annual report is intended to provide complete and reliable information regarding the financial perfor-
mance of the System and a means to measure the responsible stewardship of the System’s assets.

This annual report is divided into six sections:

. The Introduction includes this transmittal letter and an overview of the System, highlighting the
System’s history, administrative structure, operations and programs, and provides a list of professional
service providers.

. The Financials section presents the independent auditor’s report on the System’s financial state-
ments. The audit includes Management’s Discussion and Analysis (MD&A) and the System’s basic finan-
cial statements and notes to the basic financial statements, with required supplemental information.

. The Investments section includes a report on investment activity and performance, a summary of
investment policies, and other investment related schedules covering the combined assets of the Sytem
and Supplemental Plan.

. The Actuarial Report section contains the consulting actuary’s Certification Letter and the full
actuarial valuation report.

. The Statistics section presents membership, benefit payment and additional financial information
in graphic form. Both current and historical data are presented.

. The Supplemental Pension Plan section contains the 2007 Actuarial Valuation and the 2007
Financial Statements with Independent Auditor’s Report for the Supplemental Police and Fire Pension
Plan of the City of Dallas.

Mir - Fox & Rodriguez, the System’s independent auditor, issued an unqualified opinion on the System’s
financial statements. This report indicates that the financial statements are in accordance with Govern-

2301 N. Akard Street - Suite 200 - Dallas, Texas 75201
Phone 214.638.3863 - Fax 214.638.6403
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mental Accounting Standards Board rulings and that the System’s financial condition and operations are
fairly presented. It is the best type of report an independent auditor may issue.

The actuarial valuation was performed by Buck Consultants. The Actuarial Valuation Report states that
the overall funding of the System remains sound. The System achieved a funding ratio of 89.4% funded
and a funding period of 14 years to fully fund. The Actuarial Valuation for the Supplemental Plan is in-
cluded in the last section of this annual report.

Except where noted, New England Pension Consultants and The Townsend Group provided the invest-
ment performance data included in this report.

As of December 31, 2007, through the unitization of assets, the System and the Supplemental Plan re-
mained broadly diversified with investments in equities, fixed income, and real estate. For the fifth straight
year, the System experienced a double digit investment return. The total rate of return on investments for
the year was 10.3%. The System’s investment performance ranked in the top 10% over three years, and
top 4% over five years, for public funds using the Independent Consultants Cooperative Universe (ICC)
data base. As of December 31, 2007, the ICC public fund data base consisted of 189 public funds.

The System’s management staff is responsible for maintaining a system of adequate internal controls.
These controls are designed to provide reasonable assurance that the assets are protected and that financial
transactions are executed in accordance with Board policy and federal, state, and local laws and regula-
tions. Additionally, the controls provide assurance regarding Management’s responsibility to the System
and facilitate the timely preparation of financial statements in accordance with generally accepted ac-
counting principles.

At a time when the defined benefit form of public pension plan remain under attack in many jurisdictions
around the country, the System’s outstanding investment return and the diligence of the Board in monitor-
ing the System’s funding status help assure its continued financial health.

As always, the Board of Trustees and staff welcome your comments. We appreciate your support and the
opportunity to serve you.

The Board of Trustees and the staff are dedicated to maintaining the System’s excellent financial condi-
tion through diversification and sound management of the Pension System. We believe that a strong Pen-
sion System benefits the City and its taxpayers, as well as the Members of the System. We will continue
to do our best to:

“Serve those who protect the Dallas community.”

Respectfully submitted,
Gerald Brown Richard L. Tettamant
Chairman of the Board of Trustees Administrator

2301 N. Akard Street - Suite 200 - Dallas, Texas 75201
Phone 214.638.3863 - Fax 214.638.6403
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INTRODUCTION

OVERVIEW

HISTORY OF THE SYSTEM

The System is a defined benefit plan qualified under section 401 (a) of the Internal Revenue Code.
A pension plan was first established for Dallas Police Officers and Firefighters under City Ordinance in
1916. The employees and the city each contributed 1% of pay. The “Old Plan,” as we now know it, was
created in response to funding pressures in 1935 under Section 6243a, Vernons’ Texas Revised Civil
Statutes, a provision of state law.

Plan A became effective September 15, 1969. Plan A and the Old Plan are now viewed together as
Group A. There are no current active contributing Members of the Old Plan or Plan A in the System.

The Legislature approved Plan B, created by the membership, effective March 1, 1973. Together, the
three plans are referred to as the Combined Pension Plan. In 2007, the System celebrated its 91st anniver-
sary of ensuring the financial future of City of Dallas Police Officers and Firefighters and their families.

SYSTEM ADMINISTRATION

The System is administered by a Board of Trustees composed of 12 members:

* Three elected from the active membership of the Police Department,

» Three elected from the active membership of the Fire-Rescue Department,
* One elected by retired Police Officers,

* One elected by retired Firefighters, and

* Four appointed by the City Council from among its membership.

The Board has a fiduciary responsibility to the System and its members to exercise prudent over-
sight and administration of System assets. To meet their responsibility and stay current with technical
concepts and approaches to asset management and plan administration, the Board and staff participate
in educational conferences and perform due diligence concerning System investments. The Board also
maintains active participation in pension-related associations, notably the National Conference on Public
Employee Retirement Systems (NCPERS) and the Texas Association of Public Employee Retirement
Systems (TEXPERS).

The Board has retained the services of professional consultants and advisors considered essential to
the effective operations of the System. These professionals assist the Board in making the decisions that
affect the System’s investment performance as well as the administration and maintenance of benefit pro-
grams.
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PROFESSIONAL SERVICE PROVIDERS

Investment Advisors

AllianceBernstein Instituttional Investment
Management

Ashmore Investment Management Limited

Bank of Ireland Asset Management

BankCap Partners

Brandywine Investment Management

Bridgewater Associates, Inc.

Capmark Investments LP

CDK Realty Advisors

Clay Finlay, Inc

Criswell Radovan

Crow Holdings Realty Partners

Eagle Asset Management

Forest Investment Associates

Frank Russell Company

GMO LLC

Hancock Agricultural Investment Group

Hearthstone Advisors

Highland Capital Management

W. R. Huff Asset Management

INTECH

INVESCO Real Estate

JP Morgan Investment Management, Inc.

Kennedy Associates Real Estate Counsel

Knudson Luxury Housing

LandBaron Investments

L&B Realty Advisors , LLP

Levine Leichtman Capital Partners

Lone Star Advisors

Lone Star Investment Advisors LLC

Loomis, Sayles & Company

Mellon Capital Management

Merit Energy

The Mitchell Group

Mondrian Investment Partners

North Texas Opportunity Fund Capital Partners LP

Oaktree Capital Management

Orleans Capital Management

OFT Institutional Asset Management
Olympus Real Estate Partners
Pharos Capital Group

Pyramis Global Advisors

RMK Timberland Group

RREEF

T. Rowe Price Associates

Actuary

Buck Consultants Inc.

Auditor
Mir - Fox & Rodriguez, P.C.

Custodian Bank
JP Morgan Chase Bank

Investment Consultants

The Townsend Group
NEPC

Performance Measurement Consultants

Financial Control Systems Inc.

Legal Advisors
Godwin Pappas Ronquillo, LLP
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The Board meets monthly and as needed in the performance of its fiduciary duties. The Board also
meets at least quarterly with its investment consultants to review the performance of each investment
manager, asset class and fund investments. Periodically, the Board conducts an asset allocation study to
optimize the allocation of System assets.

The administrative staff performs the day-to-day operations of the System. At year end, the staff con-
sisted of 31 positions and included the Administrative, Benefits, Accounting, Investment, and Information
Systems teams. The staff’s main functions are (1) payment of benefits, (2) audit and control, (3) retirement
counseling, (4) investment of assets (5) review and monitoring of investments, (6) Member communica-
tions, (7) coordination with professional service providers, (8) legal, and (9) staft support to the Board.

The costs of administering the System, consisting of operating administrative expenses and capital-
ized items, are paid by the System from current earnings pursuant to an annual fiscal budget adopted by
the Board.

INVESTMENT HIGHLIGHTS

The System had a very successful year in 2007. For the fifth straight year, the System earned a double
digit investment return, returning 10.3% on investments, and continues to perform among the top public
pension funds in the country. Through diversification and prudent investment management, System assets,
at market value, increased by $224.6 million, reaching $3.38 billion.

New England Pension Consultants (NEPC), the System’s investment consultant, ranked the fund in the
top 10% over three years, and top 4% over five years, for public funds using the Independent Consultants
Cooperative Universe (ICC) data base. As of December 31, 2007, the ICC public fund data base consisted
of 189 public funds.

ANNUALIZED CUMULATIVE INVESTMENT RETURN
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The chart above demonstrates that the System’s long-term investment performance
0f 11.6% since 1982 has exceeded the expected rate of return.
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MAJOR INITIATIVES

With the assistance of the investment consultants, the System adopted a new asset allocation and initi-
ated several new investment ventures in 2007. The System expanded its real estate portfolio to 20%. The
System also created a new asset class called Global Asset Allocation (GAA), allocated 5% to that class,
and hired three new managers within this class: Bridgewater Associates, GMO LLC and Mellon Capital
Management, each with a $50 million allocation.

In addition, the System hired INTECH and T. Rowe Price Associates to manage a new Large Cap
Growth mandate with $68 million invested in each; allocated 5% to Global Equity hiring two new manag-
ers, AllianceBernstein and OFI, with $81 million funded to each; and, expanded its private equity portfolio
with a $70 million capital commitment in infrastructure split between JP Morgan Infrastructure for $20
million and RREEF North American Infrastructure for $50 million; and a $20 million capital commit-
ments each to BankCap Partners, Creative Holdings and Pharos Capital.

PLAN MEMBERSHIP

The System provides comprehensive retirement, disability and survivor benefits for the City’s 8,203
Police Officers, Firefighters, Pensioners, and their beneficiaries. As of December 31, 2007, 3,218 Police
Officers and 1,691 Firefighters were active Members of the Pension System. The total of 4,909 active
Members reflects an increase of 170 from last year’s total of 4,739 (3,056 Police Officers and 1,683
Firefighters). The average Police Officer is 40.67 years of age with 14.26 years of pension service. The
average Firefighter is 43.49 years of age and has 17.37 years of pension service with the City of Dallas.

The Deferred Retirement Option Plan continues to be a very attractive option for active Members.
The number of DROP participants in active service reached 1,184 during 2007, an increase of 103 from
the prior year. The average DROP participant in Active Service is 54.26 years of age with 28.53 years of
pension service. The average age at which members enter DROP is 50.0 years of age.

The Deferred Retirement Option Plan continues to be a very attractive option for active Members.
The number of DROP participants in active service reached 1,184 during 2007, an increase of 103 from
the prior year. The average DROP participant in Active Service is 54.26 years of age with 28.53 years of
pension service. The average age at which members enter DROP is 50.0 years of age.

18



INTRODUCTION

ACTIVE MEMBERSHIP IN THE SYSTEM
1998-2007
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Total active membership increased by 498 members over the last ten years from
4,411 to 4,909 members. This includes 3,218 police officers and 1,691 firefighters.
ACTIVE DROP MEMBERSHIP
1998-2007
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Active drop membership increased by 540 participants over the last ten years from
644 to 1,184 participants. This includes 625 police officers and 559 firefighters.

19



2007 ANNUAL REPORT

The System paid $131,626,059 million in pension benefit payments recipients in 2007. At the end of
the year benefit payments were being made to 2,264 service Pensioners, 194 disability Pensioners, and
836 beneficiaries.

These numbers taken together reflect an increase in the workforce, particularly the Police Department,
with a corresponding decrease in average age and years of service because of the influx of new, younger
members. Similarly, as DROP enrollment grows, average DROP participant age and years of service has
declined slightly. System benefit payments continue to grow as the number of pensioners and beneficia-
ries grows and benefits are increased through the annual adjustment and benefit supplement provisions.

For a review of System benefit provisions, see the Actuarial Valuation and the Notes to Financial
Statements. You may obtain more information in the Statistics Section and on the Pension System’s Web

site at www.dpfp.org.

NUMBER OF RETIRED MEMBERS
1998-2007
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The total number of members on service retirement increased steadily over the last ten years
from 1,750 in 1998 to 2,264 as of December 31, 2007.
This includes 1,329 retired police officers and 935 retired firefighters.

PLAN AMENDMENTS

There were no changes to the Combined Pension Plan in 2007.

LEGISLATION

The System continuously monitors both State and federal legislative bodies to identify legislation that
might have impact, positive or negative, on the System and our membership and take the appropriate ac-
tion to support or oppose the legislation.

During 2007, after needed clarification was received from Congress and the IRS, the System imple-
mented provisions passed in the 2006 Pension Protection Act to eliminate the 10% early distribution tax
on DROP distributions for Members who met certain requirements and to provide a $3,000 tax credit to-
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ward health care expenses for retirees. The System is working with other pension plans through national
organizations to obtain further clarification on remaining details.

The System continued to oppose federal legislation that would require mandatory or universal Social
Security coverage and state and federal legislation that we feel would be harmful to the public defined
benefit form of retirement plan such as the System.

o SYSTEM’S FUNDING PROGRESS
o runde
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THE SYSTEM IS ON SCHEDULE TO BE FULLY FUNDED IN 14 YEARS.

SUMMARY

Pension System assets, membership, and programs remained strong. The System’s communications
efforts continued to improve to better meet the needs of the membership.

The long-term investment performance of the System is rated among the top of all public pension
plans. The use of multiple managers employing different investment styles has kept the System’s long-
term performance on track, significantly outperforming the actuarial rate of 8.5%.

ACKNOWLEDGEMENTS

This annual report reflects the effort of the System staff under the guidance of the Board of Trustees.
The report is intended to provide complete and reliable information regarding the financial performance
of the System and a means to measure the responsible stewardship of the System’s assets.
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2007 Administrative Staff

Richard Tettamant

Brian Blake

Don Rohan

Everard Davenport
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Administrator Asst. Administrator Asst. Administrator General Counsel Chief Financial
Investments Operations Officer
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Information Technology Benefits Board Coordination Executive Secretary
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U d ’ Counselor Specialist Communications
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Ann Matthews Barbara McCann Chang Men Gale Paul Rosa ]?ercfz
Benefits Counselor Pensioner Liaison Admin. Assistant Pensioner Advocate Receptionist
Erica Ramsey Cynthia Reyes David Richardson Bi”_ Scoggins, Jr. Corina Terrazas Amanda Towns
Benefits Counselor Admin. Assistant Accountant Senior Accountant Data Control Clerk Admin. Assistant
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SIGNIFICANT EVENTS IN THE SYSTEM’S MODERN HISTORY

1977

» Separation of pension administration from the City Secretary’s Office
* Appointment of first Administrator of the Dallas Police and Fire Pension System—Ray Ward

* Retention of A.S. Hansen Inc. as the System’s actuary

* Development of a plan to resolve unfunded past service cost
» System’s assets topped $74 million (12-31-78)

* Implementation of new city and employee contribution plan
* Retention of Compensation & Capital Inc. to monitor investments
» System’s assets topped $85.8 million (12-31-79)

1980

* Retention of Eppler, Guerin & Turner Inc. as the System’s first investment consultant
* Retention of Peat, Marwick, Mitchell & Co. as actuary

» Retention of First City Bank as custodian

» System’s assets top $103.3 million (9-30-80)

1981

+ Distinction of becoming the first retirement system to be officially registered with the Texas
State Pension Review Board

» System’s assets topped $110.4 million (9-30-81)

1982

* Retention of two real estate investment advisors

» Jerry Hast named as the Fund’s second Administrator

* Renewal of Master Custodian service by First City Bank—Dallas
» System’s assets topped $136.7 million (9-30-82)
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1983
» Largest growth in the history of the System (to date)
* Benefit improvements to Plan B and Plan A, increasing cost of living to 4% simple
» System’s assets topped $196.9 million (9-30-83)
1984
» Retention of Pension Real Estate Services Inc. as real estate investment consultant
* Hired three additional real estate managers and designated 10% of fund for real estate
» Citizens voted approval of change in city and employee contribution rates
» System’s assets topped $218.8 million (9-30-84)
1985
* Increased Plan A and Plan B benefits, including survivor and retiree minimum benefit
amounts
* Equity assets invested 100% with mutual funds
» System’s assets topped $262.1 million (9-30-85)
1986
* Creation of Pension System benefit counseling program
*  Members vote to begin paying administrative fees from System’s assets
» System’s assets topped $329.5 million (9-30-86)
1987
* Retention of Wilshire Associates as general investment consultant (10-1-86)
» Reallocation of Assets: 52% domestic equity, 10% international equity, 18% fixed income, and
20% real estate
» System’s assets topped $425 million (9-30-87)
1988

» Approval of Plan amendments increased pension service credits from 2.5% to 2.75% per year
» System’s assets topped $434 million (9-30-88)

26



INTRODUCTION

1989

1990

1993

The Old Pension Plan and Plan A were combined to form the Combined Pension Plan
Buck Consultants Inc. retained as System’s actuary

Creation of the Finance and Administrative Board Committees

Participation in securities lending and commission recapture programs

System’s assets topped $547 million (9-30-89)

Benefit changes made during the year included:
- the benefit supplement increased and
- the yearly pension service credit was increased from 2.75% to 3%
Changes in asset allocation included global fixed income (9%) and international small
capitalization (5%)
System’s assets decreased to $529.7 million (9-30-90)

Plan amendment election held July 1991
Change of System year-end to December 31
System’s assets topped $683 million (12-31-91)

Plan Amendment election held October 1992:
- Created Deferred Retirement Option Plan (DROP),
- Increased the minimum benefit to $1,500 per month,
- Allowed active Members to buy back service time they lost or to repay contributions
withdrawn by a Qualified Domestic Relations Order (QDRO), and
- Integrated Plan B of the System into the Combined Pension Plan
Appointment of new administrator, Richard Tettamant

System’s assets topped $719 million (12-31-92)

Plan amendment election held September 1993

Implementation of multifamily residential (apartment) investment program in the investment
portfolio

Implementation of exit strategy for real estate commingled funds
Implementation of Deferred Retirement Option Plan (DROP) January 1st
- 220 Members joined
- Annual benefit statements distributed
System’s assets topped $825.8 million (12-31-93)
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1994

1995

1996

1998

Relocation of Pension System office to 2777 Stemmons Freeway

Reinstatement of benefits for 68 surviving widows whose benefits had been previously
terminated upon remarriage

Reaffirmation by Texas State Pension Review Board of the System’s actuarial soundness
Initiation of Pre-Retirement Education Program (PREP) for active employees
System’s assets exceeded $863.8 million (12-31-94)

Initiation of Periodic Retirement Education and Planning seminars (PREP, Jr.) for active
employees with 5-15 years of service

Retention of LRS’ Pension Plus for new automated pension administration
System’s assets topped $1 billion in July
System’s assets exceeded $1.077 billion (12-31-95)

Amendment of Plan to correct, clarify, and delete inoperative provisions, initiate excess benefit
plan, and authorize pretax contributions

System’s assets exceeded $1.268 billion (12-31-96)

Initiation of Member contributions being paid on pre-tax basis
Completion of DROP five-year actuarial review
System’s assets exceeded $1.452 billion (12-31-97)

Initiation of “20 and Out” and/or “20 and DROP”
Increase in Minimum benefit to $1,800 per month

Change in DROP interest rate calculation to be based on 10-year Treasury bond with a range
of 8% to 10%

Assignment of place numbers to Trustee positions
Initiation of Pension System’s Internet Website
System’s assets exceeded $1.659 billion (12-31-98)
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1999

2000

2001

Extension of DROP to Pensioners

Implementation of Ten-year certain benefit provision

Initiation of tax-deferred rollover from other qualified plans for Pension service purchase
Assignment of place numbers to City Council Trustee Board positions

DROP had 959 total participants with more than $109 million in deposits

System’s assets exceeded $2.069 billion (12-31-99)

Implementation of 36 month average for computing Group B Member’s average computation
pay

Implementation of SWAR (Spouse Wed After Retirement) option

Decrease in age and service credits requirement for the special survivor benefit

Increase in Minimum benefit to $2,000 per month

Implementation of provisions to allow transfer of DROP funds to the Member’s City of Dallas
401(k) account

Creation of Police pensioner and a Firefighter pensioner positions on the Board of Trustees
System’s assets exceeded $2.039 billion (12-31-00)

Relocation of Pension System office to 2301 North Akard Street
Election of first Police Pensioner and Firefighter Pensioner Trustees to the Board
Plan amendment election held December 2001
- Permitted purchase of Pension Service on a pretax basis through payroll deductions or
rollover
- Permitted Members to purchase Pension Service in whole year increments
- Permitted Member disabled while on military leave of absence to receive a non-service
disability pension
- Added 100% joint and survivor annuity option
- Increased minimum benefit increased to $2,200 per month

- Changed calculation of DROP interest rate to average of System’s 10-year investment
return as calculated by the System’s actuary

- Provided for special election to fill vacant Trustee positions
System’s assets totaled $1.9 billion (12-31-01)
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2002

2004

2005

Selection of JP Morgan Chase Bank as custodian bank
Creation of Pensioner advocate position
System assets totaled $1.7 billion (12-31-02)

Initiation of Pensioner Advocate Program
Initiation of Financial Planning and Pensioner Financial Planning Programs
System assets totaled $2.2 billion (12-31-03)

Established loan program to enhance real estate investment return
Moved Pensioner Financial Planning education program to offsite
Established a Business Continuity cold site

System assets totaled $2.49 billion (12-31-04)

Re-election of four Trustees

Plan amendment election held November 2005
- Permitted Members to contribute to a health savings account to pay medical expenses
after retirement
- Permitted Pensioners to elect a 100% joint and survivor pension
- Permitted designation of beneficiary to receive any lump sum payment payable due to
death
- Permitted Pensioner to elect a survivor benefit for a child born or adopted after the
Pensioner left Active Service
- Enabled the Board to adopt a policy to enhance flexibility in deferral to and
distributions from DROP
- Eliminated the annual adjustment for new members hired after December 31, 2006 and
authorized the Board to grant ad hoc increases to affected Members
- Extended to Police Officer Members the same presumptions regarding disabilities
caused by job-related heart and lung diseases, as mandated by state law for firefighters

System assets totaled $2.74 billion (12-31-05)
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2006

+ Initiated unitization of investment of Pension System assets co-investing the assets of the
System and the Supplemental Plan

» System assets totaled $3.13 billion (12-31-06)

» Implemented provisions of the federal Pension Protection Act of 2006
» System Assets totaled $3.35 billion (12-31-07)
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DALLAS POLICE AND FIRE PENSION SYSTEM
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DALLAS POLICE AND FIRE PENSION SYSTEM

Slatements of Plan Net Assals
Decamber 31, 2007 and 2008

Asqels

Pian inferast in Group Master Trest, o4 fair valee (noles 2, 3, 4, 6 and 7)

Recerables:
Employer confritiions {nole 5)
Membar contribufons (noie 5)

Tolal recaivablas
Tolal acsets

Ligbli i

Adminisirative expenss payabla
Total labdites

Ket azaals hald intrust for pansicon banadits (a schadula
aof Tumiding progress is ncluded on page 27)

Sel acoompanying noles bo Dasic financial statements,

Pt 2005
3,352, 843,310 3,120,001,814
1,663,009 1,330,581
206, 754 242 187
1,948,763 1,672, 768
3354793083 3,131,494 582
1,453,313 220,350
1453313 220,360
$ 3353336760 3131285322
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DALLAS POLICE AND FIRE PENSION SYSTEM

Motes to Basic Financial Statements, Continued

DCirvigand incoms s recorded on the ex-dredend dabe. Interast and income from other Investments
e recordad &6 aamed.

Benelils

Benefits and refunds of conidbitions ane recorded in these bassc financial stalaments when they are
pAid 1o pamiciants

F: i ians

The Group Trust is pacy to certain fnancial arengements, ubiizing foresrd contracts, oplions and
Tulures cnly 88 & hachs against fonsign curmency luctuations Entnrhghh;ﬁmmmm
imvahves nol only the risk of dealing with counterparties and thair abiity by rmesl the lanms of the
contracts bul also the risk associated with market fluchsations. Gains and lceses on option and future
arrangaments A% recofded as thay ane incurmed. Gaing and lossas on forsand contracts ans
mecordad on the settlement date.

Geing and kossas resuiting from fareign exchange contrasts [fransactons denominated in a clumenay
athor than the Growp Trust's funcional currancy - United States dollass) are recorded by the Group
Trug! based on changes in market values and ane combined with similar transacticns in the
sccompanying siatemants of changes in plan nel assets and afe includad in el irvesiment meam,
The Group Trust sinectures forsign exchange contracts and enters into cedadn transaciions 1o
substanlialy mitigate the Group Trusl's exposung (o fuctuations in foreign exchange rates.

Invvesiments and broker gocounts dencminated in foresgn cumencies outatending at December 31,
2007 and J008 wane sonverled 1o the Group Trust's funclional cumency (United States dollars) at the
foeeign eechange reles quoted at December 31, 2007 ana 2006 Thesa foraign exchans gains and
losses are included in net apprecsation in fair vales of invesiments in the accompanying siatamants of
charges in plan net azsets,

Adminisiaieg Experses

Tha cost of adminéstering the System is paid by tha Systesn from current eamings pursuaal o an
annugl fecal budge! approved by the Board,

Continued
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DALLAS POLICE AND FIRE PENSION SYSTEM
Moles to Basic Financial Statements, Continued

7. Obligation Under Reverse Repurchase Agroemonts

State statuies pormi the Sysberm to ander inks feverse repurchase agresements. The credil axpesina
al year and 3007 and 2008 related 1o thess agleaments was $32 572,000 and $35,710,000,
reapectividy in the Group Trust. Al sales of investments under reverss repurchass agrecments ane
for fiwed berms. | irvesling the procesds of reversa repurchase agreamants, 1he Systam pabsy ia Tar
the berm o maturty of the invesimeant bt be the sams as the lanm of the rvarse regurchase
agrepments. Such matching existed at Decembar 31, 2007 and 2004

B Line of Credit

The Group Trust has & credit agreemsant with & commercial bank which provides lar a revolving lina of
cracil bearing interest 30 day floal sl December 31, 2007, payable quartarty and 5.75% &t Dacamier
a1, 2006, payable monthly, At Decembar 31, 2007 and F006, the Group Trust had besrowed

$276 650,000 and $204 450,000, respectively, ralated 1o the revolving cracil line which provides for a
maximum borrowing of $380, 000,000 and $234 000,000, respectively, The revalving credil Ene was
opened in Movernbar 1, 2008, and axpires on Saplamber 13, 2008 The interest rale is basad on
LIBOR plus 40 basis paints. The Group Trust also pays 8 guanerdly fes on the unused portion of tha
lire of cragil,

8. Federal income Tax Siates

A faworabie debamminatan thal the Syetem 8 gualiied and exampd from Faceral Income tBxes was
recaved on January 24, 201, from the Internal Revenes Sarvice (IRS), The Board belizvos thad the
Syslern is designed and coniinues (o operale in compliancs wilh 1he applicable reguiremants of the
Inemal Revenue Code.

10 Administrative Expenses

Tha System’s plan document sutharizes the Board bo pay administrative costs from tha System,
provided hat the Sysbem's acluary has delarmined that the Syslem has sufficient ncome to pay Swch
coste The Syshem reimibursed tha City for $68,310 and $336 027 releied o the System's owverall
administrative costs duing the years ended December 31, 2007 and 2008, respectively,

Groug Trust Investman ralated axpances for tha years andad Decamber 31, 2007 and 2008 alao
nclpge 517 533,370 and $12,622 475, respectively, in asset management fees for the Group Trusl

11, Commitments and Contingencies
A degonbed in nobe 1. canain membars of iha Sysiem ane eniiied o refunds. of their accumulated
contributions on ermination of amplayrmant with the City, pricr to being eligible for pansicn banafits.
Az of December 31, 2007 and 2008, aggregate conlributions from active members of the System wilh
begs than e years of sendoe wene 36,763,187 .35 and §7 4450687, respectively,

Thee Growg Trusd had culstending mvesiment commilments o wamous imibed partnerships and
internaticnal irestment advisors of 3566, 176,827 and $501,151.918 at Decamber 31, 2007 and

2006, respactivaty.
Coontinuad
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INVESTMENTS

STRATEGIC INVESTMENT POLICY

The Strategic Investment Policy of the Dallas Police and Fire Pension System (“the System”) provides
the framework for management of the System’s assets. It has been designed to allow sufficient flexibility
in the management process to capture investment opportunities as they may occur, yet provide reasonable
parameters to ensure prudence and care in the execution of the investment program.

It is essential that the value added by the System’s investment management be appropriate not only
to meet inflationary effects, but also to provide additional returns above inflation to meet the investment
goals of the System. Meeting the System’s investment goals finances an optimal package of retirement
benefits for Dallas police officers and firefighters and maximizes the utilization of the members’ contribu-
tions and the tax dollars of the citizens of Dallas.

STATEMENT OF INVESTMENT GOALS

The general investment goals of the System are broad in nature to encompass the purpose of the
System and its investments. They articulate the philosophy by which the Board will manage the System’s
assets within the applicable regulatory constraints.

1. The overall goal of the System is to provide benefits, as anticipated under the pension plan, to
its participants and their beneficiaries through a carefully planned and executed investment program.

2. The System seeks to produce the highest return on investment that is consistent with levels of
liquidity and investment risk that are prudent and reasonable, given prevailing capital market conditions.
While the importance of the preservation of capital is recognized, the theory of capital market pricing
which maintains that varying degrees of investment risk should be rewarded with compensating returns is
also recognized.

3. The pension investment program shall at all times comply with existing and future applicable
state and federal regulations.
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STRATEGIC ASSET ALLOCATION POLICY

In order to achieve maximum returns, the policy of the Board of Trustees (“the Board”) is to diversify
between various investment types as deemed suitable.

The Board has adopted an asset allocation policy with three primary asset groups, Equity (Domestic
and International), Fixed Income (Global High Quality, High Yield and Global Opportunistic) and Real
Estate, as well as cash and cash equivalents, as shown in the chart below:

TARGET ASSET ALLOCATION
GLOBAL ASSET ALLOC. |' DOMESTIC SMALL CAP

INTERNATIONAL DOMESTIC REAL
EQUITY EQUITY ESTATE

21.0% 27.0% 6 . 20.0%

L EQUITY 53% | FIXED 22 % —

ACTUAL ASSET ALLOCATION*
GLOBAL ASSET ALLOC. |' DOMESTIC SMALL CAP

INTERNATIONAL DOMESTIC REAL
EQUITY EQUITY ESTATE

28.3% . . 20.7%

20.1%

L EQUITY 53.1% | FIXED 22.1 %—

*Does not add to 100% due to rounding.

An asset allocation review is conducted monthly. This comparison is developed from the month end
asset valuation obtained from the System’s custodian. If the comparison reveals that an account is out-
side the designated range, as specified in the Investment Implementation Policy, the Board may direct the
Administrator to effect a reallocation of assets by month end to achieve the target allocation.

GENERAL INVESTMENT MANAGER GUIDELINES

Investment management for the System is provided by external investment managers. Each invest-
ment manager operates under a set of guidelines specific to the strategic role its portfolio is to fulfill in the
overall investment structure. Individual managers are evaluated according to benchmarks that reflect the
objectives and characteristics of the strategic role their managed portfolio is to fulfill.
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INVESTMENT HIGHLIGHTS

The System’s market value increased by $224.6 million in 2007, resulting in a year-end total asset
valuation of $3.38 billion. The System had a good year returning 10.3% for the year 2007. This return
exceeded the actuarial interest rate of 8.50% that the System expects to earn over an extended period. For
a more detailed comparison, see “Rates of Return by Asset Class” below.

RATES OF RETURN BY ASSET CLASS
December 31, 2007

INVESTMENT CATEGORY PSS
DOMESTIC EQUITY 5
INTERNATIONAL EQUITY EAFE INDEX
GLOBAL BONDS LEHMAN GLOBAL AGGREGATE
1

Y% S&P 500 INDEX

.5
)
DOMESTIC HIGH YIELD BONDS CITIGROUP COMP. HIGH YIELD
GLOBAL OPPORTUNISTIC FIXED CUSTOM BOND INDEX
REAL ESTATE NCREIF PROPERTY INDEX

TOTAL PORTFOLIO 10.3% ACTUARIAL ASSUMPTION

Investments are diversified among various asset classes, and the performance of
each category is compared to a benchmark index.

The System’s use of multiple investment strategies, asset diversification, and asset rebalancing, has
served the System well over many market cycles, resulting in a continued ranking among the best per-
forming public pension plans in the nation. New England Pension Consultants (NEPC), the System’s
investment consultant, ranked the fund in the top 10% over three years, and top 4% over five years, for
public funds using the Independent Consultants Cooperative Universe (ICC) data base.
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Equity Portfolio

Large capitalization value stocks outperformed large capitalization growth stocks in 2007 as measured
by Russell Investments. The Russell 1000 Value Index returned -0.2% versus the Russell 1000 Growth
Index which retuned 11.8%. Over the last five years, large value stocks tracked by Russell outperformed
growth stocks on an annualized basis by 2.5%, while the S&P 500 Index returned 5.5% for the year.

The System’s public domestic equity portfolio represents approximately 23.7% of the total invest-
ment portfolio. The domestic equity composite for the System returned 7.7% in 2007. Mitchell Group,
a North American Energy advisor, returned an impressive 42.1% for the year, outperforming the S&P
Energy Index by 8.2%. Eagle Asset Management, managing a domestc small cap strategy for the System,
returned 11.0% for the year while the Russell 2000 Index returned -1.5% over the same period on an an-
nualized basis.

The System’s private equity portfolio represents approximately 9.3% of the total investment portfolio.
Private equity investments made during 2007 include commitments to BankCap Partners, JPMorgan IIF
Tax Exempt LP (Infrastructure), and two co-investments through Pharos Capital Partners.

TOP TEN DOMESTIC EQUITY HOLDINGS

MARKET VALUE
$13,908,920.00
$13,710,177.00
EXXON MOBIL CORP COM $13,528,836.00

SECURITY DESCRIPTION

MICROSOFT CORP

CHEVRON/TEXACO CORP

A | W

INEARINe $12,606,685.72
GENERAL ELECTRIC COMPANY $11,632,566.00

O

J P MORGAN CHASE & CO COM $11,493,045.00

N | &

CITIGROUP INC $10,462,976.00
BANK AMER CORP $10,430,734.30
$10,148,495.60
PFIZER INCORPORATED $9,717,075.00

[o]

CONOCOPHILLIPS

‘

o
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International Equity Portfolio

International stocks outperformed domestic stocks for the year as evidenced by the Morgan Stanley
International Europe Australasia Far East (MSCI EAFE) Index. MSCI EAFE returned 11.2% for the year
in comparison to the S&P 500 Index that returned 5.5% for the year.

The System’s international equity portfolio represents approximately 20.1% of the total assets of the
fund and returned 14.0% as a composite group in 2007. The System’s international growth manager, Clay
Finlay, returned 21.2% for the year. Pyramis Global Advisors manages a risk controlled international eq-
uity portfolio and that portfolio returned 17.0% for the year. Pyramis Global Advisors’ five year annual-
ized performance of 24.1% outperformed the MSCI EAFE Index over the same period by 2.50%.

TOP TEN INTERNATIONAL EQUITY HOLDINGS

ROCHE HOLDINGS AG $10,174,689.92

7 BAYER AG $8,019,991.34
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Fixed Income Portfolio

The System’s fixed income investments represent approximately 22.1 % of the total portfolio, divided
among three categories: Domestic High Yield, Global Quality, and Global Opportunistic.

The Domestic High Yield portfolio is approximately 2.7% of the total portfolio for the System. The
System’s high yield investment manager, W. R. Huff Asset Management, returned 1.9% for the year,
which is slightly higher than the comparable benchmark of 1.8%.

The Global Quality bond portfolio comprises approximately 7.4% of the total fund and retuned a
10.6% for the year. Brandywine Asset Management returned 10.5% for the year which is 1.0% higher
than the Lehman Global Aggregate benchmark.

The Global Opportunistic represents approximately 12% of the portfolio. The portfolio seeks higher
yields in both domestic and international fixed income markets by investing in investment grade and non-
investment grade bonds. Loomis Sayles returned 9.3% annualized for the last three years and returned
17.1% annualized for the last five years. Loomis Sayles exceeded their custom benchmark for the three
years annualized and five year annualized by 2.8% and 5.99% respectively.

TOP TEN FIXED INCOME HOLDINGS
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Real Estate Portfolio

The real estate portfolio is approximately 20.7% of the investment portfolio. The gross return for the
real estate portfolio in 2007 was 14.65%. The System’s real estate portfolio returned 12.68%, 16.63%,
and 16.25% annualized net of fees respectively for one year, three years, and five years periods.

The private real estate portfolio represents approximately 94.5% of the total real estate portfolio, di-
versified by the type and location of the real estate asset owned. The private portfolio consists of retail,
industrial, multi-family, office, and undeveloped land. The location of the private assets covers the United
States from Hawaii, Idaho, California, Arizona, Nebraska, Colorado, Georgia, Wisconsin, Washington,
Nevada, Missouri, Florida, Massachusetts, and Texas.

The System had strong performance in the private real estate portfolio from CDK Realty Advisors re-
turning 21.3% for the year. In addition, L&B Realty Advisors returned 17.57% net of fees for 2007. The
private real estate portfolio performed well in the fourth quarter, boosting net annual returns to 14.40% for
2007. The performance history for the System’s private real estate is impressive having returned net an-
nualized numbers of 15.83%, and 14.78% respectively for three years, and five years ending 2007.

The timber portfolio is managed by Forest Investment Associates and RMK Timberland Group. As of
the year ending 2007, timber investments represented approximately 11.5% of the real estate assets and
returned 27.13%. Longer term performance for the timber portfolio has provided 18.54%, and 14.98% for
the three year, and five year period ending 2007.

The agricultural portfolio represents approximately 9.0% of the real estate portfolio and is managed
by the Hancock Agricultural Investment Group. At year end the agricultural investments were diversi-
fied by type and location with approximately 82% located in the United States and approximately 18% in
Australia. The crops include apples, cranberries, almonds, pistachios, walnuts, macadamia nuts, and wine
grapes.

The 2007 return for the agricultural investments was 18.13% net of fees. Hancock has produced an-
nualized returns of 28.23% and 24.50% net of fees for the three year and five year period ending 2007.

The public real estate portfolio consists of investments in Real Estate Investment Trusts (REITs) total-
ing approximately 5.4% of the System’s real estate assets. The REIT portfolio managed by RREEF pro-
vided outstanding results with a return of 21.16% net of fees for five years ending 2007.

INFLATION

Inflation as measured by the Consumer Price Index for all Urban Consumers (CPI-U) increased 4.1%
for the year 2007 according to the U.S. Department of Labor.
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May 16, 2008

Mr. Richard L. Tettamant
Administrater

Nallas Police and Fire Pension System
L3 W, Akard Street, Suite 200
Mallas, TX T3201

Ke: Dalkss Police and Fire Pension System Acloerial Yolestion as of Joogary 1, 20408

Diear Mr. Tettamant:

We certify that the infoemation contained in this report §s accuratz and Fairly presents the
actoarial poxsition of the Dallas Police and Fire Pension Syetermn (he System) as of
Junuury 1, 2006,

Acrparial Valuadon

The primary purpose of the valuation report is to determine the adequacy of the curremt City's
contribution rate, to describe the current financial coodition of the Syswem, and © analyze
changess in the System’s condition,  In addition, the report provides information required by the
City of Dallas i connection with Governmental Accounfing Standards Board Starements Numbsor
15 and Number 27.

Basiz for Fanding

The member and City comribution rabes are sstablished by staote, The City"s and the memibers’
contribubons are nfended bo e sulficient to pay the normal cost and 10 amortize the System's
unfunded acloarial seemed liability.

Funding Propress

As of January 1, 2008, the employer contribution rate for GASDE 27 purposcs necded in order o
pay the normal cast and fund the Unfunded Acmarial Accrued Liahility over 30 years is 24.81%.
This amount is kess than the 25 85% employer contribution rate caloulared as of January 1, 2007,
After veflocting the elimintion of the Automatic Adjpstment for Members hived  alter
December 31, 2006, the current contributbon rate covers the normal cost snd the amonization of
the Unfunded Actoaria] Acereed Liability (UAALY over 14 years,

14607 Craonam Drive, Suita X0 » Jallas, TE R25-Ta34
STIEZEEA00 « 572 62H 5N (ko)
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ftenefft Provisions

The actuarkel valuation reflecs the benciin and conmibution provisions sct tforth in he Sysicm’s
stabutes. Theres are no sipnificant benefits which wers not taken oo account in this valuation.
The valuation is hased on the samve henelit provisions as the previons valuation.

Assunprions and Methods

The actuarial assumplions and methods used in the valuation are presented in Schedule C. The
martality assumption was changed o the 1994 Group Anouity Morality Table for males and
femnales, s&l hack one year for males amd fomakes.  AlL oiber assumprions ane consisieni with the
Last actuarial valuation.

The asspmptaons used are ||||l1vil||mll:|r repsonable amd reasonable in the agpregate.

Daia

Asset information and member data for retired, active, and inactive members was supplied as of
Janpary 1, 2008 by the Administrator.  We hove not subjected thizs dam o oany awliting
procedures, bul have examinad the dota for reasonableness and consistency with he prior year's

diia,

Wery wuly yours,
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Dallas Police and Fire Pension Syswem Talle of Contenis
Agtwarial Valoanion - Jannary |, 2008
PaGE
Section 1 Summary of Principal Besubls .. l
Section 2 Comments on e Valustion ... . 2
Section 3 Actuarial Furding REQUIREMIEME ....oooovieimninaninniennan 5
Secdion 4 Accoaiing Inbermmalion ... e 10
Coction 5 Summary of Assel INTTImMIION .ovevee e imrrimn e 12
Schexdule A Membership Data . 15
Schedule B Summary of Benefits Provisions ........ooooereiiniieennns 1%
Schedule C Sunmary of Actuarial Methads and ASSUmpHomE ..., 3l
Schedule D Comparison of Actual Experience and Acmarial BExpectations ... 5]
Tabie | The Numher and Annual Average Componsation of Active
{exchiding DROP) Members Distributed by Fifth Age and
service
Police oo - )
Fire o R R R ER R ERR v ER AT A 4
Foliee amld Fite . e 41
Table 2 The Number and Annual Average Compensation of Active
(including DROP) Members Distributed by Fifth Age and
Service
L = 42
o 43
Palices AN FALE wuvvrnrinssmmrrnsrmmeensiarsmssmssmsimmminsmnis . L)

buckcorsultants, &
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Diallas Pelice and Fire Pension Syitem Table of Contenis
Actuarial Waluation - Jameary 1, 2008 {eantinnyed)
FAGE

Table 5 Mumber andd Annual Redreroent Allowence of Retired Members

L Y TP 45
Tahle £ Munsber and Annual Betirerment Allowance of Disabled

Members By ARE .o e e e e . 47
Tuble 5 Mumber wxl Annual Retrerpent Albwance of Beneliciaries by

AUBE oot cm e e . 44
Tahle & MNumber and Anmeal Retirement Allowance of Retired Members,

Dizahled Members and Beneficiaries in Roceipt by Age ... 5
Table T Mumber aml Future Al Allowance of Terminated bembers

Encitled pooa Futwre Benc By ARE i i e b
Tahlz & Mumber, Anmeal Retiremen Allowunce and Accoum Batance of

DROT MEnBETE BY AZE .onvermcarriciniminmsissssssepessps o isiisanss i |

buckconsuitants, A

W ACE COMPETY =« 4 &
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Dallas Pelice and Fire Pension System Seetion |
Acrarial Valuation - January 1, 2008
Summary of Principal Results
o - Jan;;;' I 2008 January 1, 2007

Membership | i

Active 4. 509 4,739 |

Terminated with deferred benefits 182 158 |

Retived metnbers and beneficiaries 3,29 3,198
Cnpensation i

Tetal T A ) 5 305,610,668

Averuge § 65,490 5 o 4E8
Assels

Market walue § 3,300,974 909 3,131,265 122

Waluation Resulis

Actuarial value | $3.258,627,218 §2.962,488,333
Lnfunded acinarial accrued liability § 3B5001024 | §F 408070024
14 15

Fumding period
GASE Mo, 25
Actuarial mocnl liability (AAL)
Axeens (acnarial)
GASE ratie
Unfunded AAL

£3,645 719, 142

| $3,258,627.218

d9.4%
¥ O3R5,091.%24

53,370, 357,359
$7 962 488, 333
7.9%

§ 408,079,026

buckoonsigtants &

N ACH COMPANY « & &

84




ACTUARIAL REPORT

Drallas Palice and Fire Pension System Scction 2
Acnearial Valuation - January 1, 2008

Comments on the Valuation

(Pesrvicw

The current comribution rabes are sufficie 0 keep the System actwunnlly sourd, hased on the
currend membership data, the corrent fowcial data, the current benefil provisons and the
actuarial assumplions and metbods used w detennine labilities and cosis.

The overall fupding of the Plan remains sourd.  The funsding period docreased to 18 years
from 15 years. This decrease was primarily due 1o a gain on the actuarm] valie of azses
partially offset by a change in mortality sssamplion,

Section 3 shows in moce detail the changes o the 30-vear funding cost and the funding period
based on the currend cordributmn s

Frndding storus

There are two significand measures of the fonding smins of the System. The first @5 ke
30-vear Tonding cost.  This is the City contribution rate required by GASD 27 1w pay the
norimil cost s o aoneize ithe UAAL over o 3year periad.  This rate is currently 24.51%
compared with the City"s actual contribution rate of 27.50% and with the 30-year funding cost
in 2007 of 25.85%. Soction 3 shows a reconcilmion of e clangss beiwesn the 2007 and
2008 figures,

The other measure is the funding pertod. This iz the length of Gme in years C will be
required 1o amortize the current UAAL based on the current contribution rate.  Affter
reflecting  the elimination of che Awomatic Adjpsiment  for Membors  hired  afler
December 31, 2007, the curremt contribution rate i sofficient to pay the normal cost aml
amortize the UAAL over 14 years

The UAAL is the excess of te liability assigned to prior years (ihe actuarial accrued lability)
over the value of asseis. Section 3 shows o reconaliation of this suounl between 2007 ard
200E.

{eANE Shalemenis

Section 4 provades the information regquired for reporting wmler GASHE Mo, 25,

ST buckcaorsuiants &
B0 e CORERY
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2007 ANNUAL REPORT

Drallas Police and Fire Pension Sysiem Section 2
Actwarial Valuation - January 1, 2008 (eontinued)
Benefir Provisions

Scheule B summarizes all twe benefit provisions of the System, There are no significant
benefits which were not taken info sccount in this valeation,  The valuation is hased on the
sume benefil provisions s the previiis vahiaton

Acfuarial Assumpitons aud Methods

The actuarial assumptions and methods vsed in the valuation are presented in Schedule C. The
moetaliy sssumption was changed s the 1994 Group Annwity Mortality Tabde for males and
lemales, set buck ome year Tor males and females.  All oller assumptions are consistent with
the lasg actuarial valuation.

The assumptions wsed are individually reasonable and reasenable in the sggregate.

Schedule D compares the assumptions 1o the recent expericnce of the system and describes
the adequacy of the azsumptions,

(FASE Stfemeant No, 27

Initially, under GASE Stalement No. 27, emphoyers were required 10 determine a pension
expense based on oo 40-venr amostieation of the UAAL for fiscal years beginning after
Junc 15, 1996 After the 10-year transition period, tbe required amortization period is wow 30
vears.  The amortization cio sesume payroll growih due bo inflation, but o membership
growth, If the acal comribution rate i less than the rate required by GASH No 27, the
excess must be expenscd.  This will result in the employver showing an sccrued but unpsid
liahility for pension bensfits on i1 Anancizl slamcmens,

A City Comdribution rabe of 24.81% will be required for the City 1o avoid showing an accreed
pension lisbility oo its financial stuemems for the fiscal year begioning in 2008, An the
current rate of contribution, and assuming ne ofher changes, the City will not be required tn
show an accrucd but unpaid pension liabiliny for the Sysiem on s Tlinancial stalement in the
futurd.

Financral Lhvia
Thi financial data used in this report was supyHiad by the System.

Section 5 reconciles the System's asscls between 2007 and 2008 and shows (he development of
the actuarial value of assets (AVA). Rather than using the market value for cost caleulations,
an adjusted market valoe, which phases in gains and losses (comparcd o the assumned
invesiment refurn rate} over five vears, i& used. For the 2005 valustion, the actusrial value of

-1 buckconsultans A
2N S OOFTAT o =
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ACTUARIAL REPORT

Dallas Palice and Fire Pension System Bection 2
Actuarial Vahuation - Janoary |, 2008 teontinued)

asters was reser 1o the market value of asseis and 8 five-year phase in of gwins amd lesses will
hepin with the asset gaing and Iosses that occur after December 31, 2005, For the 2008
valuation, 20% of the asset gain for 2007, 40% of the asset gain for 2006, and &% assed gain
for 2005 3= reflecied in the actoarial vahee of aseete,  The estimated race of rowrn for 2007 15
B.E5% for the morks valee of aseets. and 10058% for tise actuarial valoe of asseds.

Membersliip Sratissics

Data an active members and on rotired members was supplicd by the Admioistrator.  Active
membership and total payroll for active members both grew during the a1 year, The active
membership increased from 4 739 members as of January 1, 2007 (o 4,909 mombers as of
Jamsary 1, 2008, The wial active payroll increased from 5305,610,668 o $321,491,941 over
ihe same period, 8 5.2% incremse. Schedule A shows a summary of the membership data.

Loxperiance

Schedule D compares the actual expericnes of the sysem with the actuarial expeoialions.

ol - buchkoonsuitants &
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[

=

Actumrial vales of futurg pay

g, Achve meanbkers excluding DROFP

b, DROP members

c. Todal

Current contribution rates

a. Cily

b Member

c. Toaal

Acruarial present value of fulure benefils
Actuarial present value of future pormal cosis
a Todal

b, Member (3b X Za)

g Lty [5a - Hh)

Acturial acerued luability (4 - 5a)
Acuarial walus of assets

Unfunded actuvarial saceroed Tmbilisy (UAALY
6-7)

Mormal cosl

a. Marmal cost percentaps (Sa + Ich

b, Total mormal cost (e x Ya)

e Member mormal cost {1a x 3h)

d, Ciy mormal cost (9 - 9¢)

e Cily pormnal pale (9d + [le s 111

Dallaz Police and Fire Penston Sysiem Section 3
Actuarial Yalusticw - Junuary 1, 2008
Actuarial Cost, Margin and Funding Period
January 1, 2008 January 1, 2007
1, Covered Payroll

i, Active members excluding DROP 215,B218.664 213,880,363

b, RO memibers 1h5 feind, 237 Q1,730,305

¢ Teoul 321,491,941 213,610,668

1,805 , 863, 500 1.633,U073,.500

1,308 538,600 1,194,116,000
3,115,404,100 2 70 189,500
27.50% 27.50%
8.50% _ B.SU%
16.00% 36.00%

G460, 198124 4,128 BYE, 566

16 ATR 984 TH8.330,207
153,498,571 138,951,250
G 20,40 3 619 340 957
3,643,719,142 1,300, 567,359
3,258, 627,218 2062 488,35
385 (AL o2 408 079 026

25.21% 265 5%
84,263,038 &1,900 (59
1R, 5,436 .
65 917 12 63,713 525

|8 475 [H.78%:

buckoonsultants
7% A CEETHMAT o w o
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ACTUARIAL REPORT

Drallas Police and Fire Pension Svaiem
Actuarial Valwation - Januzry 1, 2008

Spction 3
{ooutimwcdy

Actuarial Cost, Margin and Funding Period

10, 30-vear funding cost®
a. City mormnal cosl rape™®
b, Amortizadion rae
ic. Toal
[l. Margin overi{under) 30-year cosi®
{3a - 10c)
12, Funding period to amortize A AL

= 30-year funding cost is necessary for aocounting parposes enly

Jaruary 1, 2008 January 1, 2007
18.47% 15.TR%
[ TUT%
MBIR 25 B34
2.69% l.63%
14 15

Thee aciual Tunding period

is caleulated each year based on level contributions and reflects the elimimation of the

Auwromaric Adjesiment for Members hired afier December 31, 2005,

period is 14 pears.

O tlus basis, L

** The city mormal cost rate shown i for current active cmployecs only.  This cae will
decreasse over fimwe as more active members hecome subject o the plan amendment this

climinaus the Autcmatic Adpisimen.

buckcomsaiiants, &
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Dallas Palice and Fire Pension System Section 3
Actuarial Yalwation - January 1, 2008 [eomtinwed)
Analysis of Change in UAAL
1. UAAL as of Jameary 1, 2007 § 408,079 26
2. Chiges dug o
4. Expected increase (Degative amnortizatkon) § 0 3224381
b, Actual contributions greater than expacted (3,995, 680
c. Liahility experience (C R UMERA RS
d. Assef experience (61,561,042)
2. Assumption Change 435 948 92
f. Total changes § (22 .9ET,1002)
3. UAAL as of January 1, 2008 3 385,001,924
ST buckconsultants, &
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ACTUARIAL REPORT

Mallas Police and Fire Pension System Eection 3
Actuarial Valuation - January 1, 2008 {continued)

Analysis of Change in Funding Cost

1. 10-year funling cost® as of January 1, 20607 25 85%

2. Changes due
a, Besetiing of amontization from prior year (022
b, Aciugl conributions greater than expected EE Y]
¢, Liability experience LR
. st I'!l:FIt!II-I.'.II:I'_'!I'! {101}
g, Assumplion Change £, B4
I Toal (1.043

3. H-year furding cost™ az of Janary 1, 2008 4.81%

*  Flyesr fonding cest i necessary for accounting parposcs only. The actual funding penod
is caloulafed each year based on Jevel contributions and reflects the elimination of the
Automatic Adjustinent for Members hrsd afler December 31, 2006, On this basis, the
period is 14 years,

-B- buckConsullzrs A,
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Ceallas Palice and Fire Peosion System Section 3
Actuarial Yalwation - January 1, 2008 [eomtinued)

Analysis of Change in UAAL

L. UAAL as of Jamuwary 1, 20070 3 408,000 026

2. Chinges dug o

a. Expected incTease (Degative amortization) 0 3224381
b. Actwal contribubions preater than expactad (3,995,680
¢. Liahility experienee (65 (153
id. Asset experience (61,561,042
2. Assumption Change 4% G483
f. Total changes § (22.9ET,102)
3. UaalL as of Janvary 1, 2008 3 385,001,924
-7 buckconsudtants. &
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ACTUARIAL REPORT

Dallas Police and Fire Pension System Bection
Actuarial Valuation - Jaruary 1, 2008 (continued)

Analysis of Change in Funding Cost

1. M0-year funding cost® as of January 1, 2000 25 85%
2. Changes due o
a, Resering of amontization from prior vear (022
b, Aciual comributions greater than expecied (0. )
¢, Liability expericnce (0. 64)
i, Assel expericioe {101
e, Assumplion Change 0. 8%
I Towal (1.0
3. H-year funding cost® as of Janiary 1, 2008 24.E1%

*  Gbyear funding oost = necessary for accounting purposcs only. The adual huoding perood
is calculated each year based on Jevel contributions and reflects the elimination of the
Autormatie Adjustioent for Members hined after [hecember 31, 2008, Om this hasis, the
period i 14 yvears.

-B- buckcorsltants, &
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3. UAAL as of Jaovary 1, 2004

Drallas Palice and Fire Pension System Section 3
Actuarial Valwation - January 1, 2008 [continued)
Analysis of Change in UAAL
1. UAAL as of Janeary 1, 2007 § 408,070 26
2. Chonges due Lo
a. Expected increase (negative amortizatkon) § 32343581
B, Acmal contributions préater tan expacted (3,595, 680)
c. Lighility ¢xperience (d 69 0153)
d. Asset experiencs (61,361 ,042)
2. Assumption Change 45 948 192
f. Totwl changes § (22 .9ET,102)

$ 385,001,924

buckccnsidtants, #&
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ACTUARIAL REPORT

Dallas Police and Fire Pension System Bection
Actuarial Valuation - Jaruary 1, 2008 (continued)

Analysis of Change in Funding Cost

1. 10-year funeding cost® as of Januwary 1, 2000 25 85%

2. Changes due o
2, Besetling of amontization from prior yvear (0.22)
b, Actual comributions greater than expecied (R
¢, Liability expericnce (0. 64)
i, Assel expericioe {101
e, Assumplion Change 0. 8%
I Towal (1.0

3. M-year funding cost™ as of Janeary 1, 2008 24.E1%

*  Elbyesr funding cest i necessary for accounting parposes only. The asmal fucding penod
is calculated each year based on Jevel contributions and reflects the elimination of the
Autormntie Adpustioent for Members hired after Dhecember 31, 2006, Om this hasis, the
period i 14 years.

-B- buckonsulars A,
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Drallas Palice and Fire Peosion Systerm Section 3
Achuarial Valwation - Janoary 1, 2008 [contimped)
Analysis of Change in UAAL
1. UAAL as of Januwary 1, 2000 § 408,000 D26
2. Chuges dug o
&. Expected increase (Degative amortization) FO3234.381
b, Actual contribubions greater than expacted (3,995 aRd)
c. Liahility experience (E R MERILE)]
d. Assef experience 61,551,042
2. Assumption Change 435 948 o2
f. Total changes S (22 WET, 1002

3. UAAL as of January 1, 2008

3 385,001,924

buckccnsutants, #
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ACTUARIAL REPORT

Dallas Police and Fire Pension System Bection 3
Aciuarial Valuation - January 1, 2008 {continued)

Analysis of Change in Funding Cost

1. M)-year funeling cost® as of January 1, 2007 23 83%

2. Changes due to:

a, Besetting of amortization from prior year 022y
b, Actugl comributions greater than expected E 3]
¢, Liability expericnce (L6
i, Assel experisos {1.00%
& Assumption Change 0, B
I Toal 1.0y
3. Myear funding cost™ as of Jameary 1, 2008 4. E1%

* Eyear funding cost i necessary for aocounting purposes only. The actual heodiog penosd
is calculafed each year bosed on Jevel comtributons and reflecis the elimination of the
Automatie Adjpustinent for Members hrsd afler December 31, 2006, On this basis, the
period is 14 years.

-8- ety A,
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Ceallas Palice and Fire Peosion System Section 3
Actuarial Yalwation - January 1, 2008 [eomtinwed)

Analysis of Change in UAAL

1. UAAL as of Jameary 1, 2007 § 408,079 26

2. Chiges dug o

4. Expected increase (Degative amnortizatkon) § 0 3224381
b, Actual contributions greater than expacted (3,995, 680
c. Liahility experience (C R UMERA RS
d. Assef experience (61,561,042)
2. Assumption Change 4% G483
f. Total changes § (22 .9ET,1002)
3. UAAL as of January 1, 2008 3 385,001,924
i buckccnsidtants, #
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ACTUARIAL REPORT

Mallas Police and Fire Pension System Eection 3
Actuarial Valuation - January 1, 2008 {continued)

Analysis of Change in Funding Cost

1. 10-year funling cost® as of January 1, 20607 25 85%
2. Changes due
a, Besetiing of amontization from prior year (022
b, Aciugl conributions greater than expected EE Y]
¢, Liability experience LR
. st I'!l:FIt!II-I.'.II:I'_'!I'! {101}
g, Assumplion Change £, B4
I Toal (1.043
3. H-year furding cost™ az of Janary 1, 2008 4.81%

*  Flyesr fonding cest i necessary for accounting parposcs only. The actual funding penod
is caloulafed each year based on Jevel contributions and reflects the elimination of the
Automatic Adjustinent for Members hrsd afler December 31, 2006, On this basis, the
period is 14 years,

-B- buckConsullzrs A,
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Crallas Palice and Fire Pension System Section 3
Actuarial Yaluation - January 1, 2008 [continwed)

Analysis of Change in UAAL

1. UAAL as of Jameary 1, 2007 § 408,079 26

2. Chonges due Lo

a. Expected increase (negative amortizackon) § 3234381
B, Acwal contributions gréater than expacted (3,995,680
c. Liahility experience (C L UMERA LY
d. Asset experience (61,561 ,042)
2. Assumption Change 4% Q48 o3
f. Total changes § (22 .9ET, 1002)
3. UAAL as of Jamoary 1, 2008 3 385001924
-7 buckccnsultants, #&
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ACTUARIAL REPORT

Dallas Police and Fire Pension Systzm Section 3
Actuarial Valumion - Jamuary 1, 2008 fcontimued)
Analysis of Change in Funding Cost
1. 10-year funding cost® as of Janaary 1, 20007 25 H8%
2. Changes due o
a, Besetting of amortization from prior yvear (0,22
b, Actual coniributions greater than expecied {0, (e
¢, Liabiliyy expericnce (0r.0ed)
i, Assel expericioes {1001
g, Assumplion Change 0. 8%
L Total (10
3. M-year funding cost™ as of Janvary 1, 2008 H4El%

#  Gbyesr funding aest = necessary for accounting patposes only. The astual hocding pened
is calculated each year based on Jevel contributions and reflects the elimination of the
Automatie Adpustioen for Members hired after [hecember 31, 2006, On this basis, the

pl.'ril:uj % 14 YOArs.

buckooredltants, A
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Dallas Palice and Fire Pension System Section 3
Actuarial Vaheation - January |, 2008 {contimed)
Analysis of Change in Funding Period

1. Funding period as of January 1, 2007 I3
2. Changes duc e

a. Passage of time {1}

b, Actual contributions grealer than expectad Ll

¢, Lizhility expericnees L

d. Assumpltion Change 2

e, Assel experience A

I Towal (n
3. Funding period as of January 1, 2008 14

0. budckcorsitants |

Ty = e S

102




ACTUARIAL REPORT

Craltas Police and Fire Pension System
Actuarial Valuation - January 1, 2008

Reciion 4

Banwary 1, NX13
January 1, 2004
Ianuary [, N5
Janupary 1, X%
Jamuary 1, 2007

Jamuary [, 2008

Historical Trend Information
(As required by GASB #25 - Amounts are in millions of dollars)

ActusTial
Yitlee of
Assrls

1,997
2,285

Z.483

Annual Required

Al

Accnaed

Linkilily
{AAL)

_[_:1:|:L|_'|-' Agr

1,738
. 88g
3,074
3,282
337

364

Contribution

27.50v% of Pay

bl funacied
ML
(UAALY

Th
L RE
S50
552
BT

1.5

Fundsd
Ratio

TIR%
1%
BD.B%
Bl 3%
ET 0%

E9.4%

Percentage
Comiributed

100.0%

LUAAL &5 3
Perceniage ol

Covered Covered

Fayroll
T

plu b
182
Fieh]
A0

|

GASBE #15 Schedule of Emplover Contributions
for Year Ending December 31, 2007

Paymil]
T63%

237.5%
208.9%
197.3%
133.7%

119.9%

buckconsullants, &
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ACTUARIAL REPORT

Dallas Police and Fire Pension System
Actuarial Valuation - January 1, 2008

Section 5

Reconciliation of Fund Assets

1. Walue of fund at beginning of year
2. Confridulions

a. Ciy

I, Memlber

2. Toml

Eremelil paynants

Foefuds

Farmimges

I

Expenses
Yuhoe of asscts at cned of year
Estimafed rate of refurn

S

-12-

Year Ending
December 31, 2007

$3,131,265.213

OF 440, 007
17,860,267
£ 115,300,274

(130,995,067
(836,301
282,273,573

(6,032,792

$ 3,300,974 S0
8.85%

hl..l[:l:.E::nﬂlfan'rs. Y
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Dzllas Paolice and Fire Pension System Hectbon 5
Acinarial Valoation - Jansary 1, 2008 (conthmed)

Determination of Excess Earnings To Be Deferred

Year Ending
__December 31, 2007
1. Marke1 valoe at beginning of vear 5 3,131,265,222
2. Mel new mvestoents
4, Comributbons £ 115 300,274
Bepefit poymenis [ 130,995 47
& Refunds (836, 301)
d. Tozal 016,53 rd)
3. Markel value af end of year £ 3,300,974 9%
4. Yield {3 - 1 - 2d) 0 276,240,7TEL
5. Averape balance [1 + ¥ x (24)] 3,122 WA 6TS
G, Assumed investment refurn rale 8.50%
7. Expected pel return (5 5 &) F 205454972
£, Cuoins/(osses) subject wo deferral (4 - T) 0 10,785,800
-1 - buckoonsultarts &
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ACTUARIAL REPORT

[kallaz Palice and Fire Pension H}'HE‘!‘!H Section 5
Actuarial Valumtwn - January |, HHE tetnlimucd)

Calculation of Actuarial Yalue of Asseis

1. Markst value of assels as of Jamary 1, 2008 5,390,974 WH

2. Derfermal amoonis®

Year Totat Gaind/{lossy  Percent Deferred Deferral Amaunt
a 2007 $ 10,785,809 0% ¥ OBGLEGT
b. TO0E 168 016,769 B0% 100,514,061
[ HAIS ST ETEAST 40% X2 908 983
d, M A MIA 20% M A
@ Taozal FOI32.347 601
3. Preliminary scouarial valoe of assets (1 - 22) 3,258,627 218
4. B0% of Market value 2,712, F w?
5. 120% of Market value 4,069, 169 §9%]
& Agtunrial valse of assets (3, no liess than 4 or more than 5) 3,258 627 218
7 Rate of return on actuarial valuz of asses 1058 %

-

This metlvd 15 bavng phased in effective Januwary 1, 2003,

-1 -
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Dallas Police and Fire Pension System Schedule A
Acthumrial Valuution - Janvary |, 2008
Membership Data
Jamuary L, 28 Jamary |, 2007
1. Aciive members (excluding DROPF)
a. Police amd Firg
. Mumber 3725 3658
2. Covered payroll 215 BAE 664 213,880,363
3. Average aonual pay -4 57,1 5 58,4459
4. Awverape ape 3763 3R 2K
5. Awcrage service (vears) 11.14 11,80
h. Palice
1. Mumber 25493 2450
2. Caovered payroll %149 560,273 $ 145,442 208
3. Average annual pay b 57,678 3 38,200
4. Average age N e 3806
5. Average service (years) 160492 |
. I
l, MNumber 1.132 1,159
2. Coversd pavrall § 66,208,390 § 68,437,455
A, Average anmual pay £ 38,541 3 St kel
4. Average age 3811 38.76
5, Average service (years) iL.64 12.35

buckconsuiants, A&
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ACTUARIAL REPORT

Dallas Palice amd Fire Pension System
Actuarial Valuation - lanupry 1, 208

Schedule A
[eomtinmed)

Membership Data
{comtinued)
Janvary 1, 2008
1. Active members (DROP only)

Fodsce aind Fare
I. ™Mumber 1,154
2. Covered payroll 205,663,277
3. Avwerage annual pay b Hi 243
4, Average age S4_2G
5. Mwerape odal service (years) 2853
6. Average tme in DROP {years) 438
T. DROP account balance F2096,459 343
Palice
1. Mumber G615
2. Covered payroll % 56,602 051
3. Average pnmial jmy 3 G0,553
4. Mverape ape 54,15
5. Averape tolal Servies (years) 33,12
6. Average time in DEOP [years) 4,15
7. DROP sceount balance 51435,084 378
Fire
1. Mumber 5549
1. Covered payroll 5 40 (W], 220
3, Average anmual pay 5 87,760
d. Average age 5438
5. Average servicr (years) 28.9x
&, Average fume in TREOP (yéars) 4.63
7. DROP sccount halance £151,374,765

16 -

Janoary 1, 2007

1,081

§ 01,730,305
3 LR
54.48

28,95

448

$264 694 334

557

§ 47,794 446
5 £5 BO7
34,37

28.53

4,26

%124 668,697

524
§ 43,915 850
H £3.847
54,50

2040

4.7

5 140,025 637

buckconsuifants. A

AP ALH STHTPRY - o »

109




2007 ANNUAL REPORT

17 -

Duillaz Police and Fire Pension Syvitem Sehedule A
Actuarinl Valuation - Japuary §, 2008 (e timinel}
Membership Data
{enmlmuesdy
January 1, 2008 January 1, 2007
3. Active members {inchuding DROF)
a. Poliwe and Fire
1. Mumlser 4 909 i, 739
2. Cowvered payrobl £321,491,941 5305,610,668
3. Average annual pay 5 65,400 -3 e 483
4. Awverage age 4164 41 93
5. Average service (yvears) 15.33 15.78
. DROP account halance 206,450 343 52064 604 334
b. Police
L. Mumbcs 1,218 3 056
2. Covered payroll £200, 162,324 S193,237 354
3. Average annual pay 1 i G5 5 63,232
4. Awernge age a7 d1.03
5. Average service (years) 14.26 14.75
. DROP zoonunt halance £145,084,578 F124, 058 697
. Fire
1. Murmber 1,651 1 £
2. Covered payroll $115,329.617 112,373,314
3. Avcrage annual pay 3 68,202 3 63,770
4. Aweruge age 43 4% 4360
S, Average service {years) 17.37 L7066
6. DROP account halance FI51.374, 765 S140,025.637
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ACTUARIAL REPORT

Dallaz Police and Fire Pention Syeem Schedule A
Actuarial ¥aluaton - Japvary 1, 2008 {comntinoed)
Membership Data
feombimued
Janwary 1, 2008 Jamuary 1, 2007
4. Inactive members

a. Retired members 2 458 2350

b. Benelcires Ba6 18

c. Wumber entitled to deferred bepefits 182 158

d. Total mumber of inactive members 3,476 3,356

. Total annwal benefit § 120,360,535 5113,184,975

Average annvnl bepefit 3 34,914 5 33,726

.18 -
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2007 ANNUAL REPORT

Diallas Police and Fire Pension Sysiem Schedhele B
Adluarial Yaloation - Jamwary 1, 2006

Sumimary of Benefit Provisions
As of January 1, 2008
For Actuarial Calculations

Gronp A

Ihefinitions

Baze Pay: The annualized maxiomum monthly civil service pay cstablished by Wb Cily [or a
police officer or fire fighter exclusive of any and all other forms of compensation.

l'_'il__:,.' Servios Ineeniive I-':l_'.-" Addiomal amalizad walary gramni i Member under the a1.l|]1l:II'-II._'|"
of the City Charter.

Longevity Pay (Service Pay)y: Additional annualized salary graovad to Member under provisions
of Section 141,082, Local Governmem Code, for eech year of service completed by such
M cmber,

Pension Service: Time in years (prorated for Fractional vears) that Member made contribations
wiler the terms of the Combined Pension Plan or under any Pension Plan within the Persion

SwaLenL,
Pension System: The Dallas Poloe and Fire Pension Sysiem
Qualified Surviving Spouse:  The Momber's legal spouse at time of death providing the marrsge

oecurred prior (o the Member's termination of employment (emering DROP 35 ot considered

perminmtion of employment) and cenlipued until the member’s death.

% buckconsultants. A,
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ACTUARIAL REPORT

Diallas Police amd Foe Pension System Schedole B
Actuariol Valuation - Jumary 1, 2008 (bl b

Cuadified Sueviving Childven:  All sueviving unmarnied chibdren under 19 vears of age (23 for a
dissbled child) provebed they were born or sdopled belore Member terminated his employment.

Contribution Rates

The Manber contnbution cate i 6.5% . Members comtribule fior o maximum of 12 years.

The City's contritastion rate is a function of the highest Member contribution raie of any pension
plan within the Pension System (currently Group B) as fallows:

City Memnbes
28.5% 9.0%
27.5 85
26,10 8.0
24.5 T

210 7.0
215 6.5
Service Retircment Benefits

Armial Noemal Retirerent Pengion

Careter of 1 or [1:

. Condition for Retiremem: Age 50 with 20 yesns of Pension Service.

Amouid of Pegion Benefit: 307 of Dase Pay, plus 30% of Longevily Pay, plus 50% Ciy

Service Incentive Pay Pension is increzsed anmually 1o reflect changes in the rate of

1
XA COMBANY & o
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2007 ANNUAL REPORT

Dallas Police ard Fire Pension Svatem Scheduls B
Aciuarial Valuatioei - .ru.IIIJHF_'f |., HIE [tm'll'.iﬂl.lﬁ]::l

Longeity Pay and City Service Tncemive Pay based on Member's Pension Service awd stulus

af date of refirement.

Member may redine as curly as age 45 with 20 yers of Posion Service, Persion benefit will
b poducod by 203 of 1'% por month of retiroment prior o age 50,

. Condition for Retirement: Ape 55 with 20 years of Pension Scrvice.

Amoum of Pension Benefi: 3% of Base Pay for each year of Penswon Service (maximum of
32 years), plus 50% of Longevity Pay, plus 50% of City Service lncentive Pay.  Pention is
increased annually by 4% of the original pension benefil.

Member may retive o early as ape 50 with 20 years of Pension Service. Pension benefit will
be reduced by 273 of 1'% for each msonih of reiremen prior (o age 55

Dicability Retirement Bewefits

Comdition for Retirement: Disability preventing Member from performing his or her duties with
bis or her deparoment and lasting for a period of not less than W0 days

Annual Amount of Pension

Grcarer of [ or 11

Same a5 Normal Retiremeant Pension (1)

=2 - buckconsultants. &,
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ACTUARIAL REPORT

Dallns Police apd Fire Pension Sysiem Schedule B
Actuarial Valuarion - Janeary 1, 2008 (comtiuued)

. Dependug on Source ol Desiladny

a. Service Relared Disability: 3% of Basce Pay for cach vear of Pension Service (mindmum
of 20 vears, maximum of 32 yearz), phis 50% of Longevity Pay, plus 30% of Ciry
Servier Incenlive Pay, Bemefil o5 increased anmsally by 4% of the original amyount, or

b. Mon-Service Helated Ddisability: 3% of Base Pay for cach year of Pemsion Services
(maxpmiin 32 wears), plus 30% of Lengevity Pay, plus 30% of City Scevice lnouitive
Pay. Bencfic is increased annually by A% of the original amount,

Snrvivar Benefits

Survivor Benefits for Qualified Surviving Spouse: Death in Active Service: 0% of Service

Retrrement Peasssn cabetilabed will & mintmiam af 30 WEArS of Penaion Service.

Survivor Benefits when no Qualified Surviving Spouse:  Death in Active Service:  30% of
Service Retirement Pension caloulated with a minimum of 20 yvears of Pension Service, The
penefit will be paid as & lump sum equal o (ke vahue of the lesser of a 10-year benefit or the
remainder of the F0-year peried if Qualified Surviving Children receive benefit,

Survivor Benefits Afler Retirement: ‘The Qualilying Surviving Spouse shall receive 30% of any
hencfits paid o the Member, The percentage is increased if the Quabilicd Surviving Spouse s
attained age 5%, thers are no Qualified Surviving Children whw ave eligible for death benefits, the
member retired afler ape 35 with 20 years of Pension Service or (he Member's age plus Pension
LServiee al roliremenl wos al least 78 and the Member wos receiving a henelit based on the
ey Plam A lormulas.

e m;n um ‘ﬁ'
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2007 ANNUAL REPORT

Dallus Police and Fire Pension Svstem Schedule B
Actuarml Valuation = Janvary 1. 2008 [eantinued)

Survivor Benefs After Retirement or Termination for 2 Mon-Cualifying Ssurviving Sposse: The
Surviving Spowse shall reccive 30% of any benefits paid 1w the Member.  Howcever, the
Member's benefit will be reduced for this coverape,

Surviver Hepefis for Choulified Surviving Clikfren:  An amounl egual fo the amount g go the
Cualificd Surviving Spouse divided ameng the Cualified Surviving Children.  Ansount paid as
Iong as oue of more chikdren contimes 1 qualify,

Swrviver BHenefits After December 17, 2001 Foar Meombers leaving  active service afier

December 17, 2001, a Member may elect to receive an sciwirilly reduced bensfid in onder 10
provide a greater surviver percemage o e gualified spouse.  Minimum benefits do nol apply

Minduernn Beaefiis

The minimum benefi is 2,200 monthly for 20 years of Pension Service at retivemvent, and
£1,200 monthly for Qualificd Surviving Spouses, if there are po Qualified Surviving Childzen
receiving benefits,  The minimum benefit is 51, 100 monthly for Qualified Surviving Children
and Qualifiesd Surviving Spovses i Qualified Surviving Children are receiving benefiis,  This
minimam does mof affect the base bepefil, “The benefit will pot increase until e basse reirsment

kenefit with annual ipcreascs cxceeds the minimum.,

Henefit Su e

If & Member retives with 20 years of Pension Service or if o Member is reoewving o service
related disuhility the Member or the Member®s Qualified Surviving Spousc s entitled (o receive
the greater of 375 or 3% of the monthly bepefil payable to the member when the Member ar the
Qualificd Surviving Spouss pilars age 55, Tlus supplesneni is also available for both the

.93 Mﬂﬂf:lhﬂa.ﬁgh
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ACTUARIAL REPORT

Dallas Palice and Fire Pensien Svatem
Actwarial Valwation - January 1, 2008

Schedule B
[contimueed)

Member or the Member's Mon-Crualifving Surviving Spouse for 8 member who has clecied a2

rediced benefin w obtain coverage for 3 Nop-Qualifying Surviving Spouse,

buckconsultants, A
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2007 ANNUAL REPORT

Dallas Police and Fire Pension System Schedule B
Actuarial Valuation - Januwary 1, 2008 {contined}
Laroup B
D finitiais

Computation Pay: The annualized monthly rae of pay for the highest civil service rank held by
4 Member plus Educational Incentive Pay plus Longevity Pay ples City Service Incentive Pay

Aocemge Compuatabion Pay: Computation Fay averaged over 36 months,

Ciry Service Incentive Pay:  Addinional anmalized salary gramicd o Member under the smhority
of the City Charber,

Lonpevity Pay:  Addditionsl anouplized sabory grased o Manbers undear o provision of Seceom
141,032, Local Government Code, for cach vear of service compleied by such bMember,

Femmion Service:  The period, i years, mondks, and days, during which the Member made
contribulions under the terms of the Combined Plan or any Pension Plan within the Pension
System,

Qualified Surviving Spouse:  The Member's legal spowse at the time of death providing the

marriage oocarred prior io the Member's iermination of employment {emering DROP s not

camsiderad wrmistion of employment)

Pension System: The Dallas Pelice and Fire Pension System.

Dualified Surviving Children:  All surviving unmarrisd <hildren under 1% yoears of age (23 for 2
dimablet chaldy provided they were barn or adopted  before the Member termanated his

cmployment

Y ACS OOITERT 0 0 o
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ACTUARIAL REPORT

[allas Police and Fire Pensiom Systen
Actuagial Valuation - Jawacy |, 2008

1

Scheduls B
{continieed)

Eduwcational Incemive Pay: Additiona! annualiced salary gramed o reward completion of college

credits.

LConiribulion Kales

The City's contribution percentnge is a function of the Member's contribution porociige as

shiown bebovw:

City

I8 5%

LA
264
4.5
1340
21.5

Member

5.0%
HS
5.0
7.5

7.0
6.5

The Member conribution rare s currently 8.50%. Members conlribule for a maxiumoum of 32

et

Service Retirenvend Benefits

Annual Nonmal Retiremen Pension

Condition for Retirement:  Attuinmens of age 30 amd live years of Pension Service.

Amount for Allowance: 3% of Average Compumation Pay for cach year of Pension

Service boosmasicnm ol 32 such years,

- 26
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2007 ANNUAL REPORT

[xallas Police and Fire Pension Sysiem
Adcluarial Yalwatmon - Jowary 1, 2008

Schedule B
[coantimued )

Farly Retirement Pension

Cooditeen [or Keliremel;

3. Amainmment of age 43 and five wears of Pengion Servioe,

redisced 23 of 1'% for each smonth by which retivement precedes age 30

. 20 years of Pension Service

Pension Service.
Age 200 & Ot Multiplier

50 & above J.00%

49 3.00% reduced by 273 of 1%
for exch month prior to ape 5

48 TSR
47 250
b 225

45 & hebow 200

Special Rule for Members of former Cbd FPlan or Mlan A

have been made wnder Ciroup A

= Ffa

Aot of Pension: 3% of Average Computation Pay for each year of Pension Servics

Arroumd of Pensbon: 20 & Chy moultiplier of Average Compensation Pay for cach year of

Group B Memnbers who Tormerly were Membess of either the foemer (0d Plan or Plan A
may cloct to reccive Group A benefits and receive a reimbursemeant of the addition
comdributions paid under Group B provisions in cxoess of the contributions thug would

buckconsultants. 4
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ACTUARIAL REPORT

[xallas Police and Fire Pension Systern Schedule B
Actuarial Vahuation - January 1, 2008 [comtinued)
Disabiliyy Revireinend Benefirs

servive-Helied Dhsabulbty

Conditien for Retirement:  Disability proventing the Member from performing his or ber
dufies with his or her dépariment and lasting for o period of not less than 90 days.

Amsound of Penswn:  00% plus 3% for ech year of Pension Sevvice (maximan of 32

years) over 20, of Average Compumtion Pay.
Maon-Service Related Thisahiliny

Comlition for Retivernent:  Disehility preventing the Mermber from performing is or her
dutizs with his or her department and lasting for a period of not less than S0 days.

Amwou of Persion: 3% of Average Computaticon Pay for each year of Pension Service
(maximun 32 yeurs).

Survivey Benefits

Survivor Benefns for Qualificd Serviving Spousz:  Death in Active Saviee: 1.50% of the
Membar's Average Computation Pay for each year of Pension Service with 8 minimum of 20

such years and a nuxemuen of 32 such yeas,

Survivor beocfius for Qualificd Surviving Spouse: Death in Active Service: 50% of Service
Retirement Pension calculated with o minimem of 20 years of Pension Service,  The beoelit will
be peic a5 a lump sum equal o the vatie of the lesser of a 10-year benefl or the remainder of

e L0-yeur poriod if Qualifying Surviving Children receive henefit.

28 buckgonstarts A,
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2007 ANNUAL REPORT

Dallas Police and Fire Pension System Schedule B
Actuarial Valuation - January |, 2008 (continued)

Survivor Bevelits Afler Retirament:  The Qualified Surviving Spouse shall recerve 30% of any
benefits paid o the Member, The percentage i increased if the Qualified Surviving Spouse has
attaingd ape 55, there are no Qualified Surviving Children who are cligibks for death bencfiis and
the Member retired after ape 55 with 20 vears of Pension Service or if the dember's ags plus

Fenssan Service al refaremend s al least 78

Survivor Benefiis Afler Retirement or Teemination fof a Non-Quealifviog Surviving Spouse: The
Surviving Spouss shall receive 50% of any benefits paid wo the Member,  Howewver, ibhe
Momber's benefit will be veduced for this coverage.

Survivor Benefus for Cualified Surviving Chilkdren:  An areound equal o the amount paid to a
Cualified Surviving Spause is divided among the Qualified Surviving Childrén and contimses o
be paid s long as one or mese of te childeen continue to qualify.

Survivor Dencfic After Decomber 17, 20001 For Mombers leaving acdive service aller
December 17, 2001, a Member may clect to receive an acwarially redoced benefit in onder
provile a preater survivor percemage m the qualified spouse. Mininum bencfits do not apply.

Pasi-Retivenment Adjusinrents

Anmually, on te st day of October, bemelils in pay stalus will be incoeased by an amount equeal
o 4% of the original pension ameunt. MNew Members hived afler December 31, 3NV will ot be

eligible for an aulomatic increaes,

Ainia Mevefits

The minimum benefit for normal retivement s $2.200 monthly (prosed if Jess than 20 years at

retirementd and $1,200 monthly for Qualificd Surviving Spouses, if there ore ne Dualified
Surviving Children receiving benefits.  The minimum benchic i 51,100 monthly for Qualified

-29- buckConsilans A,
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ACTUARIAL REPORT

Dallus Police and Fire Pension Sysem Bchedule B
Actuarkal Valvation - Japary 1, MKIS (epmtlnned)

Surviving Chikkren amd Chualifedd Surviving Spouses f Cuealilved Survving Children are
rectiving bencfits.  “This benefit docs pot affect the base benefit. The benefin will maf ineTeise
undil the base retirement benefit with anmual increases excoeds the mindmurm,

Menefil Supplement

If a Member retires with 20 years of Pension Service or if a Memher 15 red2iving a service
relited disability the Member or the Member's Quatified Surviving Spouse 5 entitled 10 receive
the greser of $75 or 3% of the monthly benefit payahle o the Member when the Member or the
Cualified Surviving Spouse aftaing age 35 This supplemwent is abso availabhle for both the
Member or the Manber's Moo-Uualifying Surviving, Spouse for a meiber wimo has elected a
reduced benefic to obiain coverage for a Mon-Chualifying Sueviving Spouse.

Deferred Refirement Oprion Men

Ag ol Jonwary 1, 1993, a1 normal reiremeid age, @ member nny elocl o oenber e Dheferred
Retirement Option Man (CHLO/M.  As of Jonuary 1, 1999, o meemiber mey alse elech ooenler
DRAOP after 20 years of Pension Service,  Reticememt benelis will be caloulated as if e
Member retirsd on that date.  Employee contributions made under the Combined Pension Plan
will pense ps will acorual: vider the Combinal Peosion Flan,  Fach momh, the retirement
benefit will be accumulaied imoan seeount camming oderest bosal on e penr weghbed avernge
of the Systeri’s scteal market retern,  Upon wermination of employment, the Member will huve
the halance in account in addition to the monthly beoefit pavable as though the Member rolined a
the dnte e Mermber emered DROP

an pr.:-::rrp.-.-rr-.. -
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2007 ANNUAL REPORT

Diallas Podice and Fire Pension System Sehedole C
Awtwarinl Valwatoon - January 1, 2008

Statement of Acluarial Methods and Assumptions
(Lftective as of Janwary 1, 2008)

firwestmeand Redwr:  B30% per anmum, comprunded anmeally, net all expénses inclodimg

admimistrative capenses. “This raie reflects an wlerlying influton e of 4.00% aml o real rate
of returm of 4.50%.

DROP blances are assurmedd o earn 9.00% par annum,

Separarfons Before Norsmd Retiremens: Hepresemiative walues of e sssomed gl vales of

withdrawal, death, and disahility are a5 follows:

Anmial Rate per 1.000 Meinbers

Wbl riwesl Somality - Dhsahlels Maoaiality - Dther riﬂhﬂ!
Age  Police Fire Male Female Malbe Female  Police Fire
1 47.0 23.0 48.30 2630 A8 2B a5 .
23 470 23.0 48.30 25,30 2 L T iy
3 35.0 18.0 36,20 2390 JTE 53 A4 =l
a5 2300 158.00 27,80 21,40 B5 A5 AE R
40 250 18.0 820 .40 1.1 a5 T 1.15
45 25.0 18.0 32,20 22,40 1.d6s . i) 1.58
50 WA A 3850 33,770 2.3 1.31 MA WA
60 M A b 30 3310 P ARG M it
10 A MA FERL( 41,00 21.73 i | MA M
T5 M A Ba 20 4%, 20 3405 Lk 58 A A

Safary Mrervaser:  Represotative saless of the assumel annoal rates of fumre salary increass

aftributable to scwiority and pramotion ase s Mllows

.31 - buckconsultants, #
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ACTUARIAL REPORT

Dallas Palice and Fire Pension System Schedule O
Actupral Valuation - Jaouary 1, 20003 feontined)

Veurs of Service | e OF Silary
0 9.64%
5 | 9.19
10 , 7.72
15 | 5.82
20 1.56
25 408
30 4,00

Total pavroll & assumed o increase 4.00% por year,  Mew hires are assumed 10 replwe

lErTm M,
Overliane and odher pon-compulation pay are sssumed o b2 11% of base pay.  The cily
contributes om toedal pay including non-computation pay. This assurmpiion |5 based on die revised

compensation package sdopted by the city council in 2007,

Kelirenrend Kafes: The pecoentage of population asswined Io reling al various ages is as follows:

Age  Rue A Rae  Age  Rate
iR % 48 2% 58 %
LY z ELY b a8 H
4 s 0 & 4] Fall
41 2 51 3 il 20
42 2 52 3 2 el
43 2 53 3 ok 0
i 2 54 3 6 H)
45 . A% Pk [ 100
46 2 56 20
47 . 57 20k

Kates are applisd when a member is eligible w retive. That i, ape 30 with five years or 20 years
for Plan B, age 55 wilh 20 years for Plan A, and age 50 with 20 years for Old Plan,

Prstretiremend Mortality: Acconding to the 199 Uroup Annoity Moy Table lor males and

Iomales, set back one year for mabkes angd females

32 - buckconautants,
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2007 ANNUAL REPORT

Liallas Puolice umwl Fire Pension Sysizm Schedube
Actiuarial Valustion - Jaosary 1, 2008 femalined)

DROP Klection: Members are assumied v elect RGP ot gge 50 with five yours [or Man B, uge
35 with 20 years for Plan A, and age 50 with 20 years for Old Plan,  Any active members wi
satisfy this criteria ard hawe not emersd DROP are assumed 16 never join DIECP,

Spauses; B% of active mombers are assumed o be marricd swith the male throee years older
than the femake. “The age of the youngest child &5 assurmesd 19 be one year.

Aszumprion a5 v Chodee of Plag Provisions: Those Members eligible woebect between Flan B

and the D8 Plan are assumed to elect in a manner which maximizes the benefit they reecive,

Assrimned Postretirenmeni Cost of Living:

Flan A and Man B: 4% of original pension anmally for eligible Members
O Plawm: 4% compoindad annually

Future Expenses:  All expenses, mvesiment and sdminiswalion, are paxl irom e Fund.  The
B.50% assumed rate of return is oot of these expenses.

Valuation Method: “The method used o delermine Mormal Cost amd Accrugd Actuanal Liabiliy
is the Entry Age Mormal Cost Methed, Under the Enrey Ape Mormal Cost Mahod, an anmsal
Morinal Cosd is determined for each covarsd active Member which is the contribution required o
provide all e projecied persion benefils aswming this comribwtion is payable over a period
cnding on the dae of retirement {separation [rean sclive service) and eapressed o a bewel]
percentage of compensation, The Actuarial Accrued Liability is determined as tbe excess of e
tedarl present value of all peosion benefits over the txal presem value of fuure Normal Costs.
The Upfunded Aciuarial Acereed Liability as of the vahoation date is deternined a5 the excess of

the Actwarin] Accreed Linbility ower (he assets of the ol

13 buckconsullants, #
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ACTUARIAL REPORT

[rallas Police and Fire Pension Sysicm Schedube
Actuaral Valuation - January 1, 2008 teantinoal)

The Mormal Cost amd Accrusd Actuarial Liabiliey are derived by making Soriain assumpiions is
i the rates of imerest, mortality, moreever, stc., which are assamed to reflect experience for

many years ol e fulure, Since sclual experience will dilfer from the asumplions, the cosis
determined musd be regarded ns cslunaies of dbe ue costs of e Flan. The effeds ol any
actuarial gaine or losses are lmmediately reflected in the Unfunded Acmarksl Accrued Linbility

and the Mormal Caost.

Acowariad Valwe of Assets: The actuarial valee of sssds & coloulioed bassd on the following
formnula.

The actuarial value of assers is calculated bassd on the following formula:
MV - (08 % CULY - U35 x GRLY
- (2550 2 MLk - {105) x GA Lk
where:
MYV = the marker vahse of assets as of the valuation date

GALY = the asset gain or (loss) (e, acwal return on assets loss cxpoctad roturn
up assels) for the i-th year preceding the valuation date.

This mabod i being phased i effective Japuary 1, 2003 Assel pains or beses prior o
Jarary 1, 2005, are fully reflected im the calculaion of the Actuarial YValve of Asseis. Inomo
event is the acruerial value of asscts less than 80% nor more than 130% of the markes value of

HLe
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2007 ANNUAL REPORT

Drallaz Police and Fire Pension Sysiem Sehedule 1)
Aduwriol Valusion - Jaowary 1, 2008

Comparizon of Actual Experience
and Actuarial Expectations

Demographic Assumptions

The danographine sssumplions used o valae the labalites o e Systan are wsod W estimate the
timing and duration of the member conributions and benefit payments of the Svsiem. The main
demographic assurmptions used o value the liabilities of the System consist of terminstion prior
o retirement, disability, retirement, desth and DROP age. A comparison of the acal
experience of the System to each of these assumprions follows.

Terminaiions Prior o Heliremeni i

This assumpdion was last changsd as of Taneary |, 0005 o better reflect ihe scual experience of |
the System aml o betler anlicipate: future expectations. The ralio of aciual terminations poior o |
refirement o the expecled erminoiions prior o relirement for the period January 1) 2004

through December 31, 2007 shows (hat during this period there lave been aboul 24% more |
ierminaiens than cxpeciad, {

January 1. 2004 through December 31, 2007

Acrual Cxpacted Actual Expected
Termination Prior to Retirement 195 2 134 % i
 Disability i

This assumption was last chanped as of January 1, 1959 o bevter reflect the acual expericne: |
of the Systerm and to beller anticipate future expeciaions, The ratio of actual disability |
relirements to the expected disability retirements for the period January 1, 2003 through |
December 31, 2007 shows that dering this period there have baen about 45% more of |
dizability retirements as expecled, Sinoe the actual number of disablemems is so small, we do
nat feed that any change in this assumpdion is neccssary el (his lime.

January 1, 2003 through Degemnber 31, 2007

Actual Expecied Aciual’Expe
Drisabiliny Redinermenis 16 I 145%
S35 . buckoonsultanis, &
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ACTUARIAL REPORT

Dallas Police and Fire Pension Sysiem Schieidule
Actuarial Valoaion - Japwary 1, 2008 (continued)

Retivement (Leaving Active Service)

This essunplion was chonged as of Junoary 1, A5 w0 betier reflect (he actual expersence of
the Systerm and o beter anficipate fubure cxpoctations. The ratbe of actuwal retircments o e
expected retirements using the new retirement rates for the period Jaouary 1, 2004 through
December 31, 2007 shows thay during this period ahere have been abour 168 less retiremems
than expected.

January 1, 2004 through December 31, 2007

Acwal | Expecied | AcwalExpected
Renremen 463 354 B4
Denth |

This assumplion has been vpdoted for the current waluation w better reflect the actual |
experience of the Sysiem and to better anticipate fulure expeciations,  The rato of acual |
deuths (o the expected denths for the period Janwary 1, 2007 twough December 31, 2007 |
shrws that during this period there ave been 8% more deaths than expected. 10 05 generally |

destrable 1o have somc margin in this assumption for morality mprovement, .
Juwziry 1, BT through December 31, 37 :

Acnmal Expeien AxtuallFrpecied

Dreath 0 i 1085
- Ape at DROP

This assurmption has not changed since the implementation of DROP in 1995, The sl age
at DROP is the same as the assumed age of 0. We do oot fool any change in assumption is
mecassary at this time since there k= no difference in the assumed age at DROP and the actual
age al DROP,

Tamuary 1, 1996 through December 31, 2007

Actuil Expeced | ActualExpected
Age a DROP 5010 500 L0%
o3 - buckoonsidtants &
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Dallas Police aml Fire Pension System Schedule D
Actoariil Valuation - January 1, 2008 reantined)

Economic Assumptions

The monomie assumpiions used o value the labilities of the System are used 1o estimate the
amount amd cost of the henefit payments of the System.  Goonomic assumptions are gensrally
Tasedl om oa bolding Mock approach with the inflation rate osed a8 e ol basis.  Fa
example, in seiing the long-term rale of retumn, the expected inflation raie i3 sddad o the
expecled real-rube of relurn W deleomimes the waniond e of refurn. This sominal e of
refurn i3 then used o determine the present valee of folure benefit payment amounds. The
main cconomic assumptions used to value the liabilitics of the Systein consesd of mllalion,
long-term rate of return and salary increase rate. A discussion of these assumplions follows.

TraBluai e

The inflstion assumption used to value the liabilities of the System i 4%. This assumption |
wais last changed as of Jamuary 1, 1999 10 befter anticipate future expectations, The amart
annweal inflation rate {as measured by CP-U) over the 60 yvears ending December 31, 2007 I1u~.. i
been 3. 71%. We feed that given the history of inflaten rafes ol repsonalde expeciatsones of |
the future it the 4% miflation rate assumption 35 reasomable,

. [o— y 1. 1947 through December 31, 2007

Actual Expectad Actual Expecied .
i Inflation AT% 4. 00% 7% i
Salary Increases

The salary increase assumplion used o value the liahilitics of the Sysiem varies by the service
of the Member. This assumption was last changed as of January 1, 2007 tw reflect the
-r='|:|_'u.-r.:ll:|l chanpge o [ulure pay tiscremes, Haserl of oar z:pwla:inm of future prun}nliuna.l and
meril salary incresses and the sssumel rste of inflation, we feel cthar the curren sulary increase
Tales are remsoumble. A surmnary of e sctual valualion sarnangs 0 the expecied valwation
carnings over the period January 1, 2006 through December 31, 2007 follows

Janwary 1. 2006 through December 31, 2007

Actual Expecied Aciual/Expected
Yaluation Compensation 3597 360,017 $507 400, 740 100%
« 37 - buckoorsultants, &
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Drallas Police and Fire Pension System Schedule I¥
Acluarial VYoleation - Junuary 1, HOE (comtinuedh

Lamg-Termy Hafe of Relurn on Plan Assels

The long-térm rate of réfurn on plan assets osed 10 value the labilities of the System s 3.5%.
This msumplion was Jas clunged as of Junwary 1, L% o betie aplicipule ulure expeclitivns
and to reflect the change o dhe ioflation rale.  Bassd on the asset allocstion policy,
expectations of future medl rifes of retwrs and the expeciad admanistiralive expersss of (e
Sysicm, wo feol that an 8.5% long-torm rate of rotwrn is reasomable. A summary of e
pominal tates of retuen over the period Octaber 1, 1988 through December 31, 2007 follows.

Period Annuvalized Rate of Return

107171988 through 030/ 1989 25 40%
10711989 through G730/ 1590 (6.53)
M9 through 13141991 .73
11719 through 1273115452 2894
1FF 19 thraizgh THR 1953 1406
| 1199 through 1H31/1994 278
| 11141995 theough 123111995 24.33
i /171996  through 121311996 16,69
111997 through 123141997 13,84
| U199 through 12/3 1/ 1598 13 .68
l 171999 through 123111999 24.39
| 2000 threugh 123142000 (1.5
! 1/1/2001  through 1243172001 (7.76)
1712002 throwgh 12301200 Q12,26
12003 through 12/3172003 3065
VL2004 through 123172004 13,96
i 172005 through 1243 172005 10.81
i IFIF2006  through 12/3 172006 14.64
! 1172007 theough 12312007 B.85

, 107171988 through 1273 172007 10.79%

9% - buckco

W ACA OOHTIPANY & 6w
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TABLE 1

THE NUMBER AND ANNUAL AVERAGE COMPENSATION OF ACTIVE

[eacluding DROF) MEMBERS DISTRIBUTED BY FIFTH AGE AND SERVICE

AS OF JANUARY 1, J08
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TaBLE D

THE XUMEER ANMD ANMMUAL AVERAGE COMPENSATHIN OF ACTIVE
feacheling DROF MEMBERS DISTRIBLUTED BY FIFIH AGE AND SERYICE
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THE MUMBER AND ARKHUAL AVERAGE COMPENSATION OF ACTIVE

TARBLE 1

fewchuting [FROF) MEMEBERS INSTEIBUTELD BY FIFTH AGE AMD SERVICE
ASOF JANUARY 1, 2008
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TARLE 2

THE NUMBER AND ANNUAL AYERAGE COMPENSATION QF ACTIVE
(incheding RGP MEMRERS DISTRIBUTEDR BY FIFTH AGE AND SERVYICE

AS OF JANUARY 1, 2008
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TaBLE 2

THE NUKBER AMD ANNUAL AYERAGE COMFPERSATION OF AUTIVE
finchuling DROP) MEMBRBERS DISTRIEUTED BY FIFTH AGE AND SERVICE

AS OF JAMUARY 1, 20N
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TABLE 2
THE MUMBER AND ANNUAL AVERAGE COMPENSATION OF ACTIVE

(incheding DROF) MEMBERS DISTRIELUTED BY FIFTH AGE AND SERVICE
AS OF JANTIARY 1, 2008
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STATISTICS

ACTIVE MEMBERSHIP OF THE SYSTEM
(AS OF JANUARY 1, 2008) INCLUDING DROP

YEARS OF SERVICE

FEWER THAN FIVE

10-14
15-19

20-24
25-29

30 AND OVER

(6,1}
O

TOTAL

The chart above reports the number of Active Members by Department according to years of service.

The average age for all Active Members is 41.64, 40.67 for Police Officers and 43.49 for Firefighters.

The average service is 15.33 years, 14.26 years of service for Police Officers and 17.37 for Firefighters.
There were 4,909 Active Members as of January 1, 2008.

CHANGES IN BENEFIT RECIPIENTS DURING 2007

SERVICE PENSIONS GRANTED
DISABILITY PENSIONS GRANTED
PENSIONS DISCONTINUED DUE TO DEATH
SURVIVOR PENSIONS GRANTED
SURVIVOR PENSIONS DISCONTINUED

NEW HIRES
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ACTUARIAL SUMMARY INFORMATION

UAAL' $582,084,793 $408,079,026 $385,091,924
ACTUARIAL VALUE? $2,700,136,105 2,962,488,333 $3,258,627,218

MARKET VALUE? $2,745,954,071 3,131,265,222 $3,390,974,909
AAL RATIO* 82.30% 87.90% 89.40%

1 Unfunded Actuarial Accrued Liability

2 Actuarial Value of Assets

3 Market Value of Assets

4 Actuarial Accrued Liability (GASB 25)

5 Projected Years to Fund Level Funding (GASB 25)

The above chart provides a summary of the principle results of actuarial valuations of the System
over the last three years, demonstrating the funding progress made by the System over this period.

M ARKET VALUE FISCAL YEARS 1998-2007
(MILLIONS)

$2,000
$1,500 I I I
$1,000 1 I
$500
$0
98 99 00 01 02 03 04 05 06 07

The graph above indicates the long-term growth in market value of the System’s assets. The market
value of System assets has grown from $1.6 billion in 1998 to over $3.35 billion in 2007.
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STATISTICS

2007 REVENUES
in Millions

[ Investment Income
M City Contributions

1 Employee Contributions

REVENUES TOTALED $§360.7 MILLION IN 2007

2007 EXPENSES

in Millions

Il Benefit Payments

M Refunds

[ Administration

EXPENSES TOTALED $138.6 MILLION IN 2007
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CONTRIBUTIONS AND BENEFITS PAID

1998-2007
Millions

$140
$120

$1OO

3604,
$40
$2og,

Contributions M Benefits Paid

Total benefit payments have grown faster over the last ten years than contributions received. As is
typical for a mature pension plan, investment income pays benefits not covered by contributions received.

TEN YEAR HISTORY OF BENEFIT PAYMENTS BY TYPE

1998-2007
Millions
$120
$100 [l L] | .
$80 g = n ©H
$60441.
01 02 03 04 05 06 07
M Service Retirements Disability Retirements B Survivor Benefits

Service retirement payments have increased sharply while disability survivor
payments have increased only marginally.
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AVERAGE MONTHLY RETIREMENT BENEFIT

1998-2007
$4,000
$3,500

$3,000
$2,500
$2,000
$1,500
$1,000
$500
$0
98 99 00 01 02 03 04 05 06 07

H Police M Fire

Benefit payments for both Police and Fire Retired members have increased steadily over the last ten years.
For 2007 the average monthly benefit of retired Police Officers was $3,406 and of
Firefighters was $3,764. On average, Firefighters have more service at retirement than Police Officers.

EXAMPLES OF MONTHLY BENEFIT PAYMENTS BASED ON
YEARS OF SERVICE AND FINAL AVERAGE COMPUTATION PAY

YEARS OF PENSION SERVICE
s e s [uEe o [uEon
$525 | $1,050 | $1,575 | $2,100 | $2,625 | $3,150

$600 | §1,200 | $1,800 | $2,400 | $3,000 | $3,600
$1,350 $2,025 | $2,700 | $3,375 | $4,050

o

$7,500 $2,250 | $3,375 | $4,500 $6,750

For an estimate of your benefits, go down first column to a sample average
computation pay amount and read across the row to the column for years of pension service.
The number in the selected block is the approximate monthly benefit at age 50.
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GROWTH OF $100

2,000
1,500
1,000
500
0
82 87 91 95 99 03 07
B System Return E BN Actuarial Return
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SUPPLEMENTAL PENSION PLAN

[FALLAS PUHLICE AND FIKE FERMSIUEN 5YSTEM
SUPFFLEMENTAL FLAN

ACTUARIAL YALUATION

AS OF JANUARY 1, 0=
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buckconsultants. /4 !

an ACs company a «

May 16, 2008

Mr. Kchard L. Terttamant
Administratos

Dallas Police apd Fire Pemsion Sy stem
X300 N, Akard Street, Sune 200
Dallas, TX 75201

Ke: Dullas Police and Fire Pension Sysiem Supplemental Man Aciuarial Yaluation as of
January 1, 2008

[ear Mr. Tettamani:

Wi cerlify that the information comained in this report is accurate and fairly presems the scruarial
position of the Dallas Police and Fire Pension System Supplemental Plan (the Plan) as of
January 1, 2008,

Actuaral Valuaiion

The primary parpose of the valuation report is 10 délermine the City"s contribution rate, w describe
the current financial condition of the Plan, and w amalyze changes in the Plan's condiion. In
addition, the report provides information required by the City of Dallas in connection with
Governmeatal Acoounting Standards Board Staements Number 25 and Number 27,

Iasis for Foading

The member contribution rates are established by stande, The City's contribution rate i inlended to
be sufficient t amortize the unfunded actuarial accrued lisbility over five years, including the
normal cosi, The comfribution is also limited o be within $100,000 of the previous year's
contribution. However, in no event will the City's contribution be less than the amount necessary to
satisfy GASE 27, For 2008, the contribwion is 51,243, T17.

Funding Progress

As of Jamuary 1, 2008, the Ciry’s contribution rate nesded in order 10 meet the funding goal is
132.57% of covered payroll. This amount is lower than the 1534, 79% employer rate calculaed as of
Japuary 1, 2007. The current comtribution rate of 132.57% of covered payroll covers the normal
cosi and ihe amerization of the Usnfunded Actuarial Accrued Liabiliny (LPAAL).

14911 Queaum Drten, Suite 200 + Dales, TX 75254753
OT2E2A6800 - ST2628.6204 (fax
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buckconsultants. /4 V. Ritard T

an Aacs company a < = Page 2

Renefit Provisfomns

The sctuarial valustion reflects the benefit and contribution provisions set forth in the System®s
siatutes, The valuation is basad oo the same benelit provisions &s the previous valuation.

Assumptions and Wethods

The actarial assumptions and methods used in the valuation are presented in Schedule © The
mortality assumption was changed to the 1994 Group Annuity Momality Table for males and
females, st back one vear for males and females, All other assumptions are ¢onsisient with the last
aciuarial valwarion,

Tee nszumptions wsed are mdividually rensonable and reasonable im the aggregte.

Duria .

Asser information and member data for redred, active, and inacrive members was supplisd as of
Jamuary [, 2008, by the Administrator. We have not subjected this data to any auditing procedures,

but have eéxamined the data for reasonablensss and consistency with the prior year's data,

Very traly yours,

AP LS PEA s DR

Enclosures
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Dallas Police and Fire Pension System Supplemental Plan Talble of Contents
Actuarial Valvation - Jangary 1, 2008
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Dallas Police and Fire Pension System Supplemental Plan Section |
Acmarial YValuation - Japuary 1, 2008
Summary of Principal Results
) o January 1, 2008 | Jamuary 1, 2007
Membership
Active 40 41
Retired and terminated members and
beneficiaries 111 109
Compensation
Total 5 Q38,160 3 BO3.975
Average g 213 454 5 21121
Agsels
Market value % 25,154,016 ¥ 23,313 933+
Wiluation Fesulis
Unfunded actuarial acerued Liability
{(UJAAL) 5 4843565 §  5.348.650
City's normal cost contribution 3 191,249 5 L7153
Funding Palicy contribution 3 OLM3717 3 1340414
GASE Mo, 23
Actuarial scerued liability (AAL) 5 30,097,581 5 28,661,592
Assets § 23254 016 § 23,313,931
GASE ratio Bi1.9% 81.3%
£ 4,843 365 % 5348913

Unfumded AAL

S

*  Includes 51,300,000 coatribution for the 20060 plan wear that was contribated in

Jamuary 2007,

buckconsultants. A

A ACH COMPARY = & =
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Dallas Police and Fire Pension System Supplemental Plan Section 2
Actoarial Valumion - Japwary 1, 2008

Comments on the Valuation

Cverview

The current valuation mdicates that a total contmbition of $1,243,717 should be comtributsd
during 3008,

The contribution requirements are caloulsted o be sutficient to pay the Ciiy's portion of each
vear's normal cost and an amount calcelated to amortize the TAAL.

(A SE Statements

Section 4 provides the information requirsd for reporting under GASB No. 25,

Benefit Provisions

Schedule B summarizes all the henefit provisiens of the Plan. There are no significant benefits
which were not taken inbo sccount in this valuation, The actuarial valuation reflects the benefi

and contribution provisions ser forth in the System's stanmes.  The valuation is based on the
same bencfit provisions as the previous valuation.

Actuarnal Assumpiions gnd Methods

The acwarial assumptions and methods used in the valuation are presented in Schedule C. The
mortality assumplion was changed w the 1994 Group Anouity Mortality Table for males and
fernales, set back one vear for males and femades.  All other assumplions are consistent with
the last actuarsal valuaton,

The assumptions used are individually reasonable and ressonable in the aggregale.

|
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Dallas Police and Fire Pension System Supplemental Plan Section 2
Actuarial Valuation - Japuary 1, 2008 (oot inwed)

GASE Siavermenmt No, 27

Initially, under GASB Statement No. 27, employers were required 1o determine a pension
expense hased on a d0-vear amortization of the UAAL for fiscal vears beginning after
Jupe 15, 1996, After the 10-year transition period, the réquired amorfization period 18 now 30
years, The amortizaton can sssume payroll growih due o inflation, bul po membership
growth, IF the acrusl comtribution rate iz less than the rate requirsd by GASE No. 27, the
excess must be expenged.  This will result in the employer showing an acerwed but unpaid
Liability for pension benefits on its finencial statements.

A City Contribution rate of 5 16% will be reguired for the City to avoid showing an accrued
pension lability on s Anancial statements for the fscal year beginning 0 2008, asuming no
other changes are made, Under the currem funding arrangememt, ihe Ciy would o be
required to show an accrued but unpaid pension lability for the Supplemental Plan.

Financial Data
The financial data used in this repost was supplied by the Administrator,

Section 5 reconciles the Plan's assets between 2007 and 2008, The esttmated rate of return for
2007 was B.04%,

Membership Statistics

Data on sctive members and on retired members was supplied by the Administrator. The
mumiper of active members decreased over the last year. The active mémbership decreased
from 41 members as of January 1, 2007, w 40 members as of January 1, 2008, The payroll
incrensed from Jamuary 1, 2007 o Junuacy 1, 2008 (3863975 for 2007 and 5928160 for
2008y, Schedule A shows @ summary of the membership data.
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Dallas Police and Fire Pension Sysiem Supplemental Plan Section 3
Actuarial Valuation - January 1, 2008
Actuarial Cost
January 1, 2008 January 1, 2007

I, Coversd Payrall 5 038,160 % 865,975
£, Achmrial present value of future benefils 5 31,344,735 £ 29,308,862
3. Actwarial present value of fulure aormal

CETS 5 1,247,154 5 1146270
4.  Acmarial sccrued liability (2 - 3} % 30,097 58] 5 2E.642,502
5. Actuarial value of assets 5 25154016 5 23,313,933+
6. Unfupded acmarial  accrued  liahilioy

(UAAL) {4 - 5) $ 4,843 565 § 5,348,659
7. City"s normal cost contribution b 3 191,249 % 176,193
E. Furding Policy contribution 5 1,243717 0 L30414
B, Toal conribution as a perceotage of

coverad payrall (8 = 1) 132.57% 154 79%

Includes 31,300,000 contribution for the 2000 plan year tmt was contribated in

January 2007,

B AL SO . o e
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Drallas Police and Fire Pension System Supplemental Plan Section 3
Actuarial Yaluation - January 1, 2008 (oo i med)

Analysis of Change in UAAL

1. UAAL as of January 1, 2007 5 5,348,639

2. Changes due b

a. Expected decrease F (H06,174)
b. Actal contributions greater than expected 0
¢, Liability experience (183,715
d. Assel experience 107,072
£ Assumption changes 377,923
f. Total Changes £ (505,004)
3. UAAL ag of January 1, 2008 % 4,843 365
25 buckconsultants. A,

B ACE CHMDETY & o »
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Dallas Police and Fire Pension System Supplemental Plan Hection 4
Actuarial Yaluation - Jaouary 1, 2008

Dage

Jamaary 1, 2003
lanuary 1, 2004
Japuary 1, 2003
January 1, 2006
January 1, 2007

January 1, 2008

Historical Trend Information

(As required by GASBE #25 - Amounts are in millions of dollars)

Acuarial
Augcrued
Aczarial Liability Linfunded UAAL as a
Wale= af [AAL) AAL Fiandad Laowvered Percenage of
Agwsls Enmry Age  (UAAL) Rato Payroll  Covered Payroll
14,081 22,3498 8.317 62.0%  [).E3K DHDIT
16,950 23,315 h.375 T2TE QT #73.3%
18,720 24 486 5776 Th 4% (EIE TG, 1%
19,941 26,370 G408 T57% 098 G, 5%
23314 28,663 5,349 21.3% .86 417.7%
25,154 30098 4 Bda B39% 0938 Sle.4%

GASB #25 Schedule of Employer Contributions
for Year Ending December 31, 2007

Annual Bequired Percentage
Contribution Ciomributed
5013400414 100%
buckconsuitants,
& I ACS COITEEFTY J{i‘.
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Dallas Police and Fire Pension System Supplemental Plan Sectivn 4
Actuanial Valuation - Jansary 1, 2008 {econtinued )

Summary of Accumulated Benelits
(FASB #35)

Accumulated Benefits at January 1, 2008

Wested benefits of participants and bensficiaries

currently receiving payments % 21,983,158
Chther vested benefits B.145,2594
Momvested henefits 180,517
Total benefits % 30,308,999

FASB #35 Reconciliation

Accumulated benefits at January 1, 2007 § 2E752,197
Benefits accurmnulated and actuarial gains/losses 1 3. 398
Iateses 2,389,193
Benefits pand (1,314,911
Assumplion changes 382 922
Total change 1,556,802
Accumizlated benefits at January 1, 2008 S 30,308,000
.7 - M

BSOS DOPDAEY & & =
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Dallas Police and Fire Pension System Supplemental Plan Section 5
Actuarial Valustion - January 1, 2008

N

Reconciliation of Fund Assets

Year Ending
December 31, 2007

Value of fund ar beginning of vear 5 23,313%513=
Contribitions

a. City 1,340,414
b, Member 7,254
c. Taotal 5 1,377,713
Benefit payments (1,214 %11}
Refiznds 0
Earnings 1,919 B8
Expenses (42,52T)
Value of assets at end of year 25354016
Estimatad rate of remrn 54%

Includes 51,300,000 comribution for the 2006 plan year that was contributed in
Jamuazy 2007 .

R buckconsultants, A

LR = Rom g gy
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Dallas Police and Fire Pension System Supplemental Plan Schedule A
Acmuarial Valoastion - Japsary 1, 2008

Membership Data

Junuary 1, 20038 January 1, 2007

1. Active members (excluding DROP

1. Mumber 17 IE
b. Compensation 3 3922 § 330032
£, AVErage compensation 5 19,701 3 19,506
d. Average age 46 24 47,00
£, Average service {vears) 22.06 21.83
2. Active members (DROP only)
a. Mumber 13 23
b. Compensation 5 603,238 £ 506043
¢, Average Compensation 3 26,228 5 22,002
d. Average age 34.78 33.74
g. Average otal service 3050 i35
I, DROP aceount balamee 8 1778715 5 1,422,064
3. Inactive members
a. Mumber 111 109
b. Todal anoual benef £ 1,5459559 5 1,510,941
¢, Average anmual benefit 5 13,960 5 13,862
. buckconsultants. A
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Drallias Police and Fire Pension System Supplemental Plan Schedule B
Actuarial Valuation - Jamuary 1, 2008

Summary of Benefit Provisions
As of Janvary 1, 2008
For Actuarial Calculations

The Supplemental Plan was adopeed and effective on March 1, 1972, Contribwting Group B
members who hald a permanent rank higher than the highest Civil Service rank bekd as a result
of competitive examinaton are allowed 1o join the Supplemental Plan within &0 days of aftaining
suGh higher rnk, or within 60 days of the efMecive date, of later.

Computation Pay: The difference between the monthly base pay for the rank curremiy held and
the momhly rate of pay due for the highest Civil Service rank held as a result of competitive

CXATNIATION.
Average Computation Pay: Computation Pay averaged over 36 months

Persion Service: The periosd, in vears, months, and days, during which the Member made
contributions under the terms of the Combined Plan or any Pension Plan within the Pension
Pln,

Dualified Surviving Spouse:  The Member's legal spouse ac the ume of death providing the
fbacriage occurred prior o the Member's termunation of employment (entermg DROP 15 nod

considerad ermination of employment).

Pension Plan: The Daltas Podice and Fire Pension System Supplemental Plan

-10- s wn'm'f’}r
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Dallas Police and Fire Pension System Suppliemenial Plan Schedule B
Actiiarial Valuation - Tanoary 1, 2008 {comtinwed}

Cualified Surviving Children:  All surviving womarried children under 19 vears of age (23 for a
dizabled child) provided they were borm or adopied before the Member erminatsd his
ermploy mamt.

Contribution Nafes

The City's contributions are made in acoordance with achuarial requirements,

The Member contribution rate is curremly 8.50%. Members contribute for a maximum of 32

yedrs.

Service Retlremens Bevefits

Anmel Normal Retiremem Pension
Condition fior Betirement:  Attamment of age 50 and frve years of Pension Service.

Amount for Pension: 3% of Average Computation Pay for each year of Pension Service

tor 3 maximum of 32 such years,
Early Betirement Pension
Condition for Retirement:
a. Anainment of age 45 and five years of Penston Service.

Amount of Pension: 3% of Average Computation Pay for each year of Pension Service
reduced 273 of 1'% for cach month by which retivement precedes age 3.

- 11 - buckconsuttants. A,
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Dallas Police and Fire Pension System Supplemental Man Schedule B
Actuarial Valuation - January 1, 2008 icontinued)

b. 20 years of Pension Service

Amount of Pension: 20 & owl multiplier of Average Compensation Pay for each year of
Penston Service.

Age 20 & Out Multiplier
20 & above 3.00%
49 JO0E redhuced by 23 0f 1%
for cach month prior & age 30
45

2T5%
47 2500
45 2.25
45 & below 200

Special Bule for Members of former Old Pl or Plan A

Group B Members who formerly were Members of either the former Old plan or Plan A
may ebect to receive Group A benefits and receive a retmbursement of the additional
contributions paid wnder Growp B provisions in excess of the confributions that would
have been made under Group A

Disability Renrement Henefils

Service-Related Disability

Condition for Retirement; Disability preventing the Member from performing his or ber
duties with his or her depariment and lasting for 2 period of not less than 90 days.

- 12 buckconsultants, A,
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Dallas Police and Fire Pension System Supplemental Plan Schedule B
Actuarial Valuation - January 1, 2008 (oontinued)

Amvount of Pension: S0% plus 3% for each year of Pension Service {maximum 32 yvears)
over 20, of Averzpe Computation Pay.

Mom-Service Related Disabdliny

Condition for Betirement: Disability preventing the Member from performing his or her
duties with his or ber department and Lasting for a period of pol less than %0 days

Amount of Pension: 3% of Average Computation Pay for each year of Pension Service
(maximurm 32 years),

Survivar Benefits

Survivor Benefits for Cualified Surviving Spowse: | 50'% of the Member's Average Computalion
Pay for each year of Pension Service with a mimimurn of 20 such vears and a3 maximum of 32

sach years,

Survivor Henefits when mo Qualified Sorviving Spouse: Death in Active Service: 50% of
Bervice Retirement Peasion calculated with a minimum of 20 years of Pension Service. The
benefit will be padd a5 o lump sum equal o the value of the lesser of a 10-year benefit or the
rlmm.'ir:itr of the 10-vear period if Qualified Surviving Children receive benefin

Survivor Benefitz Afler Retirement:  The Qualified Surviving Spouse shall recoive 50% of any
benefits paid to the Member. The percentage is increased if the Qualified Surviving Spouse has
attained age 55, there are no Qualified Surviving Children who are cligible for death benefits and
the Member retired after age 55 with 20 years of Pension Service or if the Member's age plus

Pension Service at retrement was af least 78,

- 13. buckconsultants. A
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Dallas Police and Fire Pension System Supplemental Plan ESchedule B
Actuarial Valuation - January 1, 2008 {eontinued]

Survivor Benefits After Retirement or Termination for 2 Non-Qualifying Surviving Spouse: The
Surviving Spouse shall receive S0% of any bemcfits paid w the Member, However, the
blember's bemefit will be reduced for this coverage.

Survivor Bepefus for Qualified Surviving Children:  An amoum equal 1o the amount paid 10 a
Chealified Surviving Spouse is divided amang the Qualified Sorviving Children apd coatinues io
be pakd &5 long as one or more of the children continue W qualify.

Posi-Retiremeni Adfusiments

Anmially, on the first day of Oclober, benefits in pay status will be increasad by an amount egual
w 4% of the original pension amount. New Members hired on or after January 1, 2007 will not

be eligible for an automatic merease,

Benefit Supplerent

If a Member retives with 20 years of Pension Service or if a Member i receiving a service
related disabality the Member or the Member's Qualified Surviving Spouse is emitled 10 receive
3% of the monthly benefit payable to the Member when the Member or the Cualified Surviving
Spouse attains age 55, This supplement 15 also available for both the Member or the Member's
Non-(uezalifving Surviving Spouse for a member who has clecisd a reduced benefit 1o obtain

coverage fior a Non-Clealifying Surviving Spouse.

Deferred Retirement Option Plan

As of Januwary 1, 1993, &t pormal ratirement age, a Member may clect o enter the Delerred
Retirement Option Plan (DROP).  As of Janpary 1, 1999 a member may also elect to enter
DR after 20 vears of Pension Service,  Retirement benefits will be calculated as if the
Member retired on that date.  Employes contributions made under the Combined Pension Plan
will cease, s will accruals under the Combined Pension Plan.  Each month, the retirement

4. buckconsultants. A
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[rallas Police and Fire Pension System Supplemental Plan Schedule B
Actuarial YValuation - January 1, 2008 {continued)

benefit will be accumulated In an account earming interest based on a ten-year average of the
System's actual markel return.  Upon termination of employment, the Member will have the
balance in account in addition o the monthly benefin payvable as though the Member retired at the
date the Member entered DROP.

-15- buckconsultants A,
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Dallas Police and Fire Pension Sysiem Supplemental Plan Schedule C
Actuarial Valvation - January 1, 2008

Statement of Actuarial Methods and Assumptions
(Effective as of January 1, 2008)

Investmeni Retwrn:  8.30% per annum, compounded anmmlly, net all expenses meluding
adrministrative expenses, This rate reflects an wnderlving inflation rate of 4.00% and a real rae
of reurmn of 4.50% .

DROP balances are assumed o garn 9.00% per anmunm,

Separations Before Normal Retiremens;  Represemative valucs of the assemed annual raes of

'l:l-'i!l'dr‘:'.lu-.]l, 1I|.'u1|‘:|. :|||:_! dmhlll[‘:.r are a% follows:

Anmenl Rare per 1000 Members

Withdrawal Mortality - Disableds  Montality - Othes Disability
Age Police  Fire Male  Female  Male  Female Police  Fire
20 47.0 2.0 48,30 26,30 A8 2B 33 |
25 470 230 4830 2630 &2 29 37 75
30 350 180 3620 2370 78 33 42 84
35 350 180 2780 2140 85 45 48 96
40 0 180 2820 2080 1.00 65 57 LIS
43 250 180 3220 140 1.46 92 79 158
50 NA  NA 330 2570 233 13l NA NA
60 NA  NA 6030 3310 T8 3E6 NA NA
70 NA NA 7390 4110 2173 1271 NA NA
75 NA N 8420 4920 3405 2038 NA NA

Salary Increases: Representative values of the assumed anmeal rates of fature salary morease

attributabie to seniority and promotion are as follows:

- 16 - S AR Ty . 8 =
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Dallas Police and Fire Pension System Supplemental Plan
Actuarial Valuation - Janoary 1, 2008

Schedule C
(continoed)

Years of Service Annual]m salary

0 G
5 .19

10 1.72

15 582

20 4.56

25 4.04

30 4.00

Total payroll is assumed w increase 4,00% per year,
leTrminations.

New hircs are assumed o oreplace

Overtime and other poncompueation pay are asumed o be 11% of base pay.  The city

contribution rate is determined as a percentage of tdal pay. This assumption is basad on the
revised compensation package adopted by the city council in 2007,

Retrrewnend Hofes: To determine the walue of future normal cost, the percenags of populston

assumed 0 retire ot varous ages s as follows:

Age Rate Age Rate
38 1% 45 2%
35 2 49 ]
A 2 1] 4
41 2 51 3
42 2 52 3
43 2 53 3
44 2 54 L]
45 z 55 25
i3 i 56 0
47 2 57 0

apopesey B

SupesReE [P
L

Rates are applied when a member = eligible o retire.  That is, age 3 wath five years or 20

Vears,

«17 -
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Dallas Police and Fire Pension System Supplemental Plan Schedule C
Actuarial Valuation - January 1, 2008 (eantimued)

Postretirement Mortality: According o the 1994 Geoup Anmuiry Mortaliny Table for males and
females, saf back one year for males and females.

DROP Elecrion: Members are assumad 10 elect DROP at age 30 with five years. Any sctve
members whe saasfy this criteria and have not enfered DROP are assumed o never join DROP.

Spouses: 80T of active members are assumed o be married with the male three vears older
than the fermake, The age of the voungest child is assumed to be one vear,

Assumed Post Refirement Cost of Living:  Annually, on the first day of Ociober, benefits in pay
stztus will be incressed by an amount squal 10 4% of the original pension amount. Since there
arc currently no members hired afier Jameary 1, 2007, the amendment bfting the aulomatic

increase for members hired on or after January 1, 2007 was not reflected in this valustion.

Future Expenses;  All expenses, investment and sbministraton, are pakd (rom the Fund. The
B.30% assumed rate of reurn i net of these expenses,

Valuation Method: The methed used o determine Mormal Cost and Acerwed Actusrial Lishiliy
is the Entry Age Normal Cost Method. Under the Entry Age Normal Cost Method, an annual
Mormal Cost is determined for esch covered active Member which iz the contribution required 1o
provide all the projected pension benefits assuming this contribution is payable over a period
ending on the date of retinement (separation from active servied) and expressed as a level
percentage of compensation, The Actuarial Accrned Liabiliny iz determined as the excess of the
total present valoe of all pension benefits over the wal present value of future Normal Costs.
The Unfunded Actuarial Accrued Liability as of the valuation dae is determined a5 the excess of
the Actuarial Accrued Liability over the assets of the Fund.

J18 - buckconsultants, A
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Dallws Police and Fire Pension System Supplemental Plan Schedule C
Actuarial YValuation - Januwary 1, 2008 {continued)

The Normmal Cost and Accrued Acwaral Labality are derivad by making certain assumptions as
to the rates of interest, mortality, murnover, etc,, which are sumed 1w reflect experience for
many years (o the fure.  Since actual experience will differ from the assumptions, the oosis
determined must be regarded as esuimates of the true costs of the Plan. The effects of any
actuarial gains or losses are immediaely reflected in the Unfunded Actuarial Accrued Liability

and the Mormal Cost,

Actwanial Value of Assers:  The scwanial vales of asets is the market valee of asses.

- 19 - buckconsultants, A
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MANAGEMENT'S DISCUSSION AND ANALYSIS
CVERVIEW

The Managarent’s Discussion and Analysis (MDEA) of the Supplemental Paolice and Fire Pension Plan
of the City of Daltag’s (Ine Supplermental Plan) financial posdion and parfarmancs provides an avarview ol
the Supplemantal Plan's financial acthdities for the fiscal years ended Decernbar 31, 2007 and 2006, The
Supplarnantal Plan is a defined banet pension plan undar Section 401(a) of the Irtemal Revenus Code.

Cerain comparative Infarmation babesan the current yaar and the prior year is requined o ba présenisd
in the MDEA The analysis should ba read in conjunclion with the Intoduciony Saclicn of fhe annual
repor, tha basic financial ststements, nobas ko the basic financial statermaris and reguired supplameantal
indoernadion

FINANCIAL STATEMENTS

This deecussion and analysis {8 inlended bo serve 83 an nbroduction 1o the Supplemental Plan's fnancial
satemeants which consist of (1) Basic Financial Siaterments and (2] Noles to Besic Financiel Sialements,
and (3) Reqguired Supplemental Infoernation,

The Statement of Plan Nel Assets presents the Supplemental Plan’s assels and fabiliies and plan net
assels held i lrust for Ihe paymeant of pengion benelils, The Statemen of Changes n Plan Mel Assels
summarngas additions to and deductions from Supplemantal Plan assals, providing plan nel assets hald
in krusl @l the end of the year for pension benelits. The difference bebween assels and liabiltics is ong
measwe of the Supplemental Plan's financial position and the change In this measure over ime B an
indication of wholher the Supplemental Plan's financia! health is improving or detenonaling,

The Moles to Basic Fingnclal Staternents provide acditional information that ks essenlial ke a full
understanding of the dala provided in the Basic Financial Statemeants.

The Reguired Supplamantal Information consists of schedwlas of lunding progress and required amployar
coninbutions and noles o required supplemental information

CONDENSED FINANCIAL INFORMATION

FititF Fal 2] £005
Assabs $ 2aT52am 21169910 18,860,276
Liakdlitias d4 023 = 207 G8G
et Asseds Avallable for Benafits 23,708,653 21,169,810 18,752,778
Conlribuicns 1,377,700 1,333, 368 1,220 B89
Invesimant and Other Incoma 2 516,340 1,402,176 1,080,654
Bena’ Payrmants 1,314,811 1,251,364 1,232 7TTH
Administrat ve Expanses and Professional Fees 43,085 &7 080 45432
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FINANCIAL HIGHLIGHTS

] The Supplemeniad Plan's ned essels increased &y $2.5 millon W 2007 b 5237 milion. MNet
a3sels increased by $1.4 milion in 2006 321.2 million.

L The rale of return on Supplemental Plaa investments was 10.3% for the year, compared o an
axpecied raburn (Bctuenal agsumead invesiment rale of retum) of B.5%, The rate of relunm for 2008
wag 16, 8%

* The Plan kad 244023 in liabilities as of December 31, 2007, The Plan had no non-imvesiment
labiies 83 of Dacamber 31, 2008, The diffarencs in BablkBes befwean the two yoears primanly is
a rmsul of @ change in the methodology of recording assets under unibzabon. Undes the Groug
Trust, vestmeant liabifties are meomporaled inlo the Group Trust and are raflected in botal
irvestrmants.

- The Supplementadl Plan received employes conbtibulions of 337,286 in 2007 and $33.309 in
2005, The Supplemental Plan received smployer contributions from the City of Dallas in tha
amount $1.34 mikan in 2007 and $1.3 millisn 0 2008,

. Tha Supplamental Plan pald 51,314,811 In sarvica retremant, deabllity retirement snd suvivor
benefits during 2007, compared t2 51,251,364 in 2008, No changas i banelit provislons wara
implemanied in 2007

- The cost of administenng the benalt programs of the Supplameantal Flan, nciuding adminstralive
costs and professional fees, was 543 088 companed ba $67, 080 for 2006, A pro rata shara of the
total expenses of the System ane allocated 1o the Supslemental Plan acconding fo the rafio of
Supplamantal Flan assels lo the iodal assets of the Group Trus, ples any expenses specific o

the Supplsmantal Plan.

- Thi aclive membership of the Supplemental Plan decreased by ong o 0 members as of the end
of 2057, Thers ware 41 actve members in 2008. The number of relired, lermnated vesled and
beneficianies was 111 as of Decambar 31, 2007 and 108 a5 of Decambear 31, 2008

The Supplemanial Plan presents ils financial siaternanrts solaly on the acoous of the Supplermental
Pian. The accrual basis of accounting i used by the Supplemantal Plan, whadaby revenues s
recognized when they are eamed and collecion s reasonably assured, and expenses arc recognizod
‘whan tha llabllity has bean incurred. Investrmans ana reportod ot fae vale,

FUNDIMG FROGRESS

The Supplamantal Plan contracted with Buck Consultants, Ing. io conduct an acluarial valuaticn o
datanmina tha aciuanal poslton of tha Supplemental Plan as of Januany 1, 2008,

The ratio of a plan's actuarial value of assets (AVA) to the actearial accrued labllity (AAL), exprassed as
a percentage, & an indcator of the plan's funding status  Generally, the Barger the peroentage, the
strenger tha financial health of the plan. The Supplemental Flan's AAL retio increased to 83.9% in 2007
compared b 81 3% in 2008,

Whan a plan's fotal liabilities axcesd the assabs avaliable o pay benefils on an actuarial basis, the plan i
s@ad b héve an unfunded acluariad accreed lability (LMALY  As of Janwary 1, 2008, the Supplamental
Plan's UAAL was 34 643 585, a decrease of 3505 004 from a UAAL of 35 348 A50 as of January 1, 2007
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CONTAGTING THE SUPPLEMENTAL PLAN'S FINANGIAL MANAGEMENT

Thiss financial seclion is desgned {o provide cur memtars and othar usars wilh a ganeral avervies of the
Supplemental Plan's financal actwities, M you have questions about this repor or need additional
finanzial informaticn, contact the Admintstrator of the Dallag Pobce and Fire Pension Syglem at 2301 N
Akard Road, Suite 200, Dallas, TX 75201,
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SUPPLEMENTAL POLICE AND FIRE PENSION
FLAM OF THE CITY OF DALLAS

Statements of Plan Met Assets
Decamber 31, 2007 and 2006

£007 2008
Angsls
Flan inferest i Group Masber Trusd, at Tair value (note 3, 4, 8, ¥ and 8) $ R TEA2 189, 860 445
Tolal investments 23, TED 524 19,860 445
Accrued employee contisutions recevable (nabe 5) 452 1,300,485
Total agsals 23,752 4TE 21,968 810
Liabiities and Plan Not Assets
Administretive and benalit sxpenses payable 444 0kl
Pfan met sesels hald n irest for pensson benedibs
{a schedule of funding progress is presented on page 24) £ ?SITDE.EEE 21, 169910

Ses accompanying noles o bask: financial stalaments,
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SUPPLEMENTAL FOLICE AND FIRE PENSION
PLAN OF THE CITY OF DALLAS

AgoRions:
Pt investment income -
nat irmestrment gain from the Group Master Trusi

Total net Fvashmént moome

Conilributions:

Employer
Samber

Tokal contributions
Total net acditsons o plan nal assets
Daductions:
Benafit paymants
Agministratve and professonal feas
Total deductions from phan net assels
et morease in plan nat Bssels

Plan nel as=ats held in tust for pension banefts;

Beginning of year
End of year

Sl accompanying notes 1o basic financial statameants.

Statements of Changes in Plan Net Assets
Years Ended December 31, 2007 and 2006

2207 2008
$ 2510340 1402178
2519340 1402178
1,340,414 1,300,000
37, 288 33,399
1,377,700 1,333,300
3,897,040 2735575
1,514,011 1,251,364
43,085 87 080
1387667 1318444
2,538,043 1417 131
21,180,810 19,752,779
§ 23708063 21,180,010
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SUPPLEMENTAL POLICE AND FIRE PENSION
PLAN QF THE CITY OF DALLAS

Metes to Basic Financial Statements, Continued

Foroign currency risk ia the rigk that changes in exchange rates will advarsely affect the fair value of
an irvestment or a deposit. Inlemalional sacurities invesimeant managers are expeciod o maintain
diversified portiolios by seclor and by isswer using the Syslem Investmant Policy.

Al Decernibes 31, 2007, the foliowing tables show tha Group Trust's investiments By type, time-fo-
rmaurity, fair valee, and foreign curency Muctualion:

L Than 1-8 &=10 LI T Tokal F pir
T#ﬂlmm 1 faar e i T ] ]
Flad smaturiy domastic
LS. Tradry macasilies Y 8,851,508 TAET M 10,878 556
LLE, G2 dgidcy sacuridias 20, &06 A58 0,405 465
WL Esondis TA0, 000 T4, 000
Corpotalit poturtisn:
Collaterakred morgags obigalicn LR JA50 108
Couporabe boads 4 Bug 1A 240 B0 BT 104,108,871 1188 260, BE8 300
Coammingled funds 85,840,352 65,0410, 353
Cormnible bonds AZTGEE IRE T 4 3 Bk
livwdid e | oSty 129 1 129,584
Total fooed maturity doeeaalic 4,548 158 42 586 050 104,108 581 TOEHARE 417004 BET
Inbavma lionad QorvieTiEan] bonds
Ayl an Dalar #4532 BE HLETHSS1 16,432 212
Bracd Haa) & O 455 3,724,045 7,732 500
Britiah P Sheliag B.7ET 060 13,288 531 AT 2 S5 S0
Coaiclian Dollar B091810 B0 540
EURD Cumancy 20 AN 17075802 14,524 160 £ TR0 505 A3 AT 300
dapirwyn Yon 10, 757 050 22 500.0T0 4556310 a7 EIZETA
culand Kona 170,778 17T
encdisromiinn Poaplal 7085472 2088472
Mlatwysian Ringgit 108,724 BT BaE 3,081 268 & BT 678
Panizan baw Foss 10, A5, D60 184741 12,303 461
Fipar Tisnisorc Ciopllpr G I1E T3 €318 733
Morway Kaore 7537 637 7867 837
Mgkana 10,140,760 10,480,780
Sirgapore Dollar ST 6,578 T & F¥T 871
Svendsh Kisna 4 051, 480 BATT 414 12, BE BEd
Toln! ke rnalanal gt i Bonss 31.708.833 106 55 5 48,410,430 IBAN0 00 POA.014.283
Irseradional Comonte Bonds:
Fralippings 1,188,000 4,188,000
Scugth African Rand BITATE 8,175,854 5500, TS
Terad rinmationsl coiporabe bonds HITATE & 773 S 1, 188000 . 6,758,770
Todsd inta il fene ity B8 T 114 55T 183 AT ETHAZD 16801700 0.0
Tt Pesiell vty § 37 451 B47 15T 218,273 451 B85 Jeh 201,02 180 3T TAT 5D
0 b s

17
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