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2201 Timberloch Place, Suite 150  ●  The Woodlands, Texas  77380  ●  281-296-1100  ●  Fax 281-296-1118 

 
December 22, 2017  
 
Ms. Tantri Emo 
Interim Director, Finance Department 
City of Houston 
611 Walker 
Houston, TX 77002 
 
Re:  HFRRF Final Risk Sharing Valuation Study as of July 1, 2017 
 
Dear Tantri: 
 
Texas Revised Statutes article 6243e.2(1) (the Article) sets forth requirements for a Risk Sharing Valuation 
Study (RSVS) of the Houston Firefighters' Relief and Retirement Fund (HFRRF).  The purpose of this study 
is to determine the City Contribution Rate for the following fiscal year.  Retirement Horizons Inc. (RHI) was 
engaged by the City of Houston to perform this Risk Sharing Valuation Study as of July 1, 2017 as the 
municipal actuary.  This report provides the results of the Study and is organized as follows: 
 
• Section 1 – Risk Sharing Valuation Study Results 
• Section 2 – Actuarial Exhibits 
• Section 3 – Summary of Plan Provisions 
• Section 4 – Actuarial Methods and Assumptions 
• Section 5 – Summary of Valuation Data 
• Section 6 – Data Sources 
 
RHI received Actuarial Data as defined in Section 1-a of the Article and required by Section 13C(b) of the 
Article.  RHI conducted our RSVS using the Actuarial Data provided and plan provisions as summarized in 
this report.  The analysis presented in this report is based on the interest rate assumption and actuarial cost 
and asset methods prescribed by the Article.  All other actuarial methods and assumptions summarized in 
this report were adopted by the City of Houston Finance Department with review and concurrence by RHI 
and based on existing assumptions used in the July 1, 2016 Risk Sharing Valuation Study as required by the 
Article.   
 
The HFRRF actuary conducted a proposed RSVS dated November 27, 2017.  That report was then provided 
to RHI on the same day by the HFRRF actuary.  RHI conducted our proposed RSVS dated November 27, 
2017 using the Actuarial Data provided and plan provisions described therein.   
 
Pursuant to the reconciliation and finalization process described in Section 13C(c) of the Article, RHI has 
updated its RSVS to reflect the use of compound interest in the calculation of the Actuarial Value of Assets.   
 
During the reconciliation process, we determined that the primary reason for the differences in the results of 
the two 2017 Proposed Risk Sharing Valuation Studies continues to be differences in the underlying 
assumptions.  As the 2017 RSVS assumptions must align with those used in the 2016 RSVS until the 
recommendations from the next experience study are adopted, there were no changes to the assumptions 
made for the 2017 RSVS. 
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As described in the Article, results of the Risk Sharing Valuation Study performed by the HFRRF actuary 
will be compared to the results in this report. Since it is anticipated the results will be greater than two 
percentage points different, a mathematical average of the municipal and Fund actuary's results will be used.   
 
The actual costs, City Contribution Rates, and other results could be materially different from those 
described in this report in the future if actual plan experience differs significantly from the underlying 
valuation basis. Differences could occur for a number of reasons such as plan experience differing from the 
underlying demographic and economic assumptions or changes in plan provisions.  Due to the limited scope 
of this report, analysis of the potential range of such future measurements has not been performed. 
 
The results in this report and any measures of funded status are predicated on the notion of the Fund’s 
ongoing operation and should not be relied upon for assessing the sufficiency of plan assets for settlement of 
plan termination liabilities. 
 
The information contained in this report was prepared as requested by the City of Houston and solely for the 
purpose of satisfying the RSVS requirements of the Article, and should not be used for any other purpose.  
As significantly different results from those contained in this report may be needed for other purposes, this 
report should only be provided to other parties in its entirety.   
 

The signing actuary for this report is a member of the Society of Actuaries and other professional actuarial 
organizations and meets the “Qualification Standards for Actuaries Issuing Statements of Actuarial 
Opinion.”  The undersigned is available to answer questions regarding the information contained in this 
report or to provide further explanations or details as needed.   

 

Respectfully submitted by Retirement Horizons Inc.  

 
 
 
 
David A. Sawyer, FSA EA MAAA    
Senior Consultant       
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Corridor Midpoint  
 
The table below contains the Corridor Midpoint, along with the corresponding Minimum and Maximum 
Contribution Rates using a 5% Corridor Margin as specified in the Article. Based on RHI’s proposed 
RSVS results, the City Contribution Rate for FY 2019 would be 28.33% of pensionable payroll, which is 
within the Corridor.   
 

FY 
Corridor 
Midpoint 

Corridor 
Minimum 

Corridor 
Maximum 

Calculated City 
Contribution 
Rate (Before 
Adjustment) 

Adjusted City 
Contribution 

Rate 
2018 31.89% 26.89% 36.89% 26.98% 31.89%
2019 31.89% 26.89% 36.89% 28.33% 
2020 31.89% 26.89% 36.89%  
2021 31.89% 26.89% 36.89%  
2022 31.89% 26.89% 36.89%  
2023 31.89% 26.89% 36.89%  
2024 31.89% 26.89% 36.89%  
2025 31.89% 26.89% 36.89%  
2026 31.89% 26.89% 36.89%  
2027 31.89% 26.89% 36.89%  
2028 31.89% 26.89% 36.89%  
2029 31.89% 26.89% 36.89%  
2030 31.89% 26.89% 36.89%  
2031 31.89% 26.89% 36.89%  
2032 31.89% 26.89% 36.89%  
2033 31.89% 26.89% 36.89%  
2034 31.89% 26.89% 36.89%  
2035 31.89% 26.89% 36.89%  
2036 31.89% 26.89% 36.89%  
2037 31.89% 26.89% 36.89%  
2038 31.89% 26.89% 36.89%  
2039 31.89% 26.89% 36.89%  
2040 31.89% 26.89% 36.89%  
2041 31.89% 26.89% 36.89%  
2042 31.89% 26.89% 36.89%  
2043 31.89% 26.89% 36.89%  
2044 31.89% 26.89% 36.89%  
2045 31.89% 26.89% 36.89%  
2046 31.89% 26.89% 36.89%  
2047 31.89% 26.89% 36.89%  
2048 15.92% 10.92% 20.92%  
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City Contribution Rate 
 
The City Contribution Rate is equal to the sum of the Employer Normal Cost and the Amortization Rate 
from any Liability Layers. 
 

FY 
Employer 

Normal Cost 

Liability 
Layer 

Amortization 
Rate 

Estimated 
City 

Contribution 
Rate 

2018 14.74% 12.24% 26.98% 
2019 14.72% 13.61% 28.33% 
2020  
2021  
2022  
2023  
2024  
2025  
2026  
2027  
2028  
2029  
2030  
2031  
2032  
2033  
2034  
2035  
2036  
2037  
2038  
2039  
2040  
2041  
2042  
2043  
2044  
2045  
2046  
2047  
2048  
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3.1. Fair Value of Assets 
 

July 1, 2016 July 1, 2017
A. Fair Value of Plan Assets

1. Cash & Short Term Investments 228,538,860$           75,531,237$             
2. Fixed Income 1,138,667,369 1,096,640,070
3. Equity Securities 1,357,841,761 1,981,027,963
4. Alternative Investments 795,038,696 629,037,826
5. Real Estate 186,825,185 194,666,779
6. Land, Building, Etc. 5,723,983 5,351,239
7. Accrued Interest & Dividends 11,927,699 8,807,917
8. Accrued City Contributions 3,433,983 3,623,511
9. Accrued Member Contributions 926,600 982,278
10. Other 745,873 29,420,847
11. Total Fair Value 3,729,670,009$        4,025,089,667$        

B. Change in Fair Value Change
1. Contributions

a. Members 25,403,621$      
b. City 93,657,800
c. Total 119,061,421$    

2. Disbursements
a. Benefit Payments (249,394,107)$  
b. Administrative Expenses (7,195,777)
c. Total (256,589,884)$  

3. Investment Return
a. Interest and Dividends 47,625,215$      
b. Realized and Unrealized Gain/(Loss) 392,156,366
c. Plan Investment Expenses (6,833,460)
d. Total Return 432,948,121$    

4. Net Change 295,419,658$    
5. Average Rate of Return

a. Average Asset Value 3,660,905,778$ 
b. Income Net of Investment Expenses 432,948,121$    
c. Annual Rate of Return - Net of Investment Expenses 11.83%
d. Annual Rate of Return - Gross 12.02%
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3.2. Actuarial Value of Assets 
 
1. Market Value of Assets at beginning of year 3,729,670,009$ 

2. Net Cash Flow
a. Contributions 119,061,421$    
b. Benefit Disbursements (249,394,107)
c. Administrative Expenses (7,195,777)
d. Net Cash Flow [2.a. + 2.b. + 2.c.] (137,528,463)$   

3. Expected Investment Return [1. x 0.07] + [2.d. x ((1.07)^.5-1)] 256,344,815$    

4. Expected Market Value of Assets at end of year [1. + 2.d. + 3.] 3,848,486,361$ 

5. Market Value of Assets at end of year 4,025,089,667$ 

6. Investment Gain/(Loss) [5. - 4.] 176,603,306$    

7. Schedule of Actuarial Investment Gains (Losses)

Fiscal Year 
End

Initial Actuarial 
Gain (Loss)

Five-Year 
Recognition

Deferred Gain 
(Loss) As of July 

1, 2017

2017 176,603,306$   35,320,661$ 141,282,645$    
2018 N/A N/A N/A
2019 N/A N/A N/A
2020 N/A N/A N/A
2021 N/A N/A N/A
Total 176,603,306$   35,320,661$ 141,282,645$    

8. Market Value as of July 1, 2017 4,025,089,667$ 
    (Gain) Loss to be Recognized in Future Years (141,282,645)     
    Actuarial Value as of July 1, 2017 3,883,807,022$ 

9. Actuarial Value of Assets, Prior Year 3,729,670,009$ 

10. Rate of Return on Actuarial Value of Assets (Net of Investment Expenses) 8.0%
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3.3. Actuarial Accrued Liability 
 

July 1, 2016 July 1, 2017

A. Discount Rate 7.0% 7.0%

B. Actuarial Accrued Liability
1. Active $1,504,876,227 $1,422,535,541
2. Terminated Vested $1,473,695 $1,915,864
3. Disabled $203,184,724 $211,992,718
4. Retired $2,621,867,347 $2,876,789,437
5. Total $4,331,401,993 $4,513,233,560

C. Change in Actuarial Accrued Liability 2017 Fiscal Year
1. Benefits Accumulated $62,873,466
2. Benefits Paid ($249,394,107)
3. Decrease in Discount Period $296,780,329
4. Plan Experience $71,571,879
5. Actuarial Assumptions $0
6. Actuarial Methods $0
7. Plan Amendments $0
8. Net Change $181,831,567

D. Actuarial Value of Assets 3,729,670,009$  3,883,807,022$        

E. Unfunded Actuarial Liability $601,731,984 $629,426,538

F. Total Normal Cost % of Payroll1 25.24% 25.22%

G. Member Contribution % of Payroll 10.50% 10.50%

H. Employer Normal Cost Rate [F - G] 14.74% 14.72%

1 Includes administrative expense load
 
 
  



Actuarial Exhibits 
 

Retirement Horizons Inc. July 1, 2017 HFRRF RSVS  Page | 9 
 

3.4. Gain/Loss Analysis 
 

 
 
  

Liability Assets Unfunded

A. Values at Prior Year Beginning $4,331,401,993 (3,729,670,009)$         $601,731,984

B. Expected Changes During Year
1. Normal Cost 62,873,466$      N/A 62,873,466$      
2. Contributions N/A (119,061,421) (119,061,421)
3. Benefits Paid (249,394,107) 249,394,107 0
4. Plan Expenses N/A 7,195,777 7,195,777
5. Interest on

a. Item A 303,198,140 (261,076,901) 42,121,239
b. Item B.1 2,163,353 N/A 2,163,353
c. Item B.2 N/A (4,096,670) (4,096,670)
d. Item B.3 (8,581,163) 8,581,163 0
e. Item B.4 N/A 247,593 247,593

6. Total Expected Changes 110,259,689$    ($118,816,352) (8,556,663)$       

C. Expected Values at Prior Year End 4,441,661,682$ (3,848,486,361)$         593,175,321$    

D. Other Changes 
1. Plan Experience $71,571,878 ($35,320,661) $36,251,217
2. Actuarial Assumptions 0 0 0
3. Actuarial Methods 0 0 0
4. Plan Amendments 0 0 0
5. Total Other Changes $71,571,878 ($35,320,661) $36,251,217

E. Actual Values as of Current Year Beginning $4,513,233,560 ($3,883,807,022) $629,426,538
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3.5. Liability Layers 
 

Fiscal 
Year

Initial Amount of 
Liability Layer (BOY)

Liability Layer to 
be Amortized as of 

Valuation Date

Remaining 
Amortization 
Payments as 
of 7/1/2018

Payoff 
Year

Amortization 
Amount for FY 

2019

2017 $601,731,984 $581,893,105 29 2047 $34,026,222
2018 $47,533,433 $47,533,433 30 2048 $2,803,361

Total $629,426,538 $36,829,583

Projected Payroll for Fiscal Year +1 $270,561,419

Amortization Payments as a % of Projected Payroll 13.61%
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Eligibility and Participation  Any firefighter shall automatically become a participant in the 
plan upon completing the training period, as long as he or she 
has not reached age 36. 

 
Final Average Pay (FAP) For members hired prior to July 1, 2017, the average of the 

highest 78 bi-weekly payroll periods of salary, before reduction 
for pre-tax employee contributions and salary deferrals.  
Overtime and any excess of the salary earned on the basis of the 
member's appointed position over the salary of the member's 
highest tested rank are excluded for pay periods after July 1, 
2017.  For members hired after July 1, 2017, the average of the 
highest 78 bi-weekly payroll periods of salary, before reduction 
for pre-tax employee contributions and salary deferrals, and 
excluding overtime and any excess of the salary earned on the 
basis of the member's appointed position over the salary of the 
member's highest tested rank. 

 
Credited Service Elapsed time from date of hire, for all periods of service 

classified as full-time, fully paid, active duty employment with 
the City of Houston Fire Department. 

 
Retirement Benefit   
Eligibility  20 years of service if hired prior to July 1, 2017. Attainment of 

age plus service of at least seventy (Rule of 70) for those hired 
on or after July 1, 2017.   

Amount Prior to July 1, 2017, 2.5% of FAP times credited service up to 
20 years of service, plus 3.0% of FAP for credited service in 
excess of 20 years, up to a maximum pension of 80% of FAP. 
In addition, the member will receive a $5,000 lump sum.   

 

 On or after July 1, 2017, 2.75% per year prior to 20 years of 
service and 2.00% thereafter for those hired prior to July 1, 
2017 (no maximum).  For those hired on or after that date, 
2.25% per year up to 20 years of service and 2.00% thereafter, 
up to a maximum of 80% of FAP.  Percentages earned prior to 
July 1, 2017 are retained. $5,000 lump sum payable upon 
retirement if member has completed 20 years of service, 
regardless of date of hire. 
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Termination Benefit 
Eligibility Termination of employment prior to satisfying the retirement 

eligibility requirements. 

Amount Hired prior to July 1, 2017 with less than 10 years of service: 
Lump sum refund of member contributions without interest. 

  
 Hired prior to July 1, 2017 with at least 10 but less than 20 

years of service: Choice of 
• Refund of contributions (with 5% interest, not 

compounded, on contributions made prior to July 1, 
2017), or 

• Monthly benefit of 1.7% of final average pay per year of 
service, payable at age 50 

 
Hired on or after July 1, 2017: Lump sum refund of member 
contributions without interest. 
 

On-Duty Disability 
Eligibility  No age or service requirements. 

Amount  Firefighters who are not capable of performing their normal and 
customary firefighter duties receive the greater of their accrued 
retirement benefit or 50% of FAP (75% of FAP for firefighters 
not capable of performing any substantial gainful activity). In 
addition, the member will receive a $5,000 lump sum.  This 
benefit was assumed to be payable immediately, even if the 
member does not yet meet retirement eligibility. 

Off-Duty Disability 
Eligibility  No age or service requirements.   

Benefit  Firefighters who are not capable of performing their normal and 
customary firefighter duties receive the greater of their accrued 
retirement benefit or 25% of FAP plus 2.5% of FAP per year of 
service (up to a maximum of 50% of FAP).  In addition, the 
member will receive a $5,000 lump sum.  This benefit was 
assumed to be payable immediately, even if the member does 
not yet meet retirement eligibility. 
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Active Member Death 
Eligibility  No age or service requirements. 

Duty Related Benefit  100% of FAP. In addition, the beneficiary will receive a $5,000 
lump sum. 

Non-Duty Related Benefit Greater of the accrued retirement benefit or Off-Duty Disability 
benefit. In addition, the beneficiary will receive a $5,000 lump 
sum. 

Allocation to Beneficiaries The benefit amount above is payable to a surviving spouse, or 
allocated 50% to the surviving spouse with the remaining 50% 
divided equally among any eligible children, or if no surviving 
spouse divided equally among any eligible children, or 
otherwise paid to any eligible parents if no surviving spouse or 
eligible children.  An eligible child enrolled in college must be 
unmarried. 

Please Note: Members who become disabled or die from heart or lung disease or cancer must have at least 
six years of service to receive a disability or death benefit.  They must also have passed a physical upon 
beginning employment or prior to the claimed disability or death which did not reveal evidence of the 
condition. 

 

Retired Member Death 
 

Eligibility  Retired and receiving monthly pension. 

Amount  100% of monthly pension the retired member was receiving.  

Allocation to Beneficiaries The benefit amount above is payable to a surviving spouse, or 
allocated 50% to the surviving spouse with the remaining 50% 
divided equally among any eligible children, or if no surviving 
spouse divided equally among any eligible children, or 
otherwise paid to any eligible parents if no surviving spouse or 
eligible children.  An eligible child enrolled in college must be 
unmarried. 

Supplemental Annuity An extra monthly benefit of $150 is payable for life to any 
retired or disabled member or to an eligible survivor of a 
deceased member.  

 

Supplemental Bonus Checks Annual payments of up to $5 million are provided to retirees 
and beneficiaries. 
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Cost of Living Adjustment Beginning at age 55, a retired member or beneficiary will 
receive an adjustment reflecting the Fund's 5-year average 
investment return less 4.75%, with a floor of 0% and a cap of 
4%.  Prior to July 1, 2020, no COLA is provided to members 
under age 70. Notwithstanding the foregoing, prior to July 1, 
2019, COLA provided to members who are at least 70 years of 
age is the Fund's 5-year average investment return less 5%, with 
a floor of 0% and a cap of 4%. 

 
DROP Hired prior to July 1, 2017: Upon reaching retirement 

eligibility, members may enter the Deferred Retirement Option 
Plan (DROP).  The member's monthly annuity  is added to a 
notional account.  Interest is credited on the account using 65% 
of the 5-year average of the Fund's rate of return, with a 
minimum of 2.5%.  COLAs are not applied to the monthly 
benefit until the member exits DROP, and member 
contributions are not credited to the DROP account.  

For those eligible to retire prior to July 1, 2017, upon exiting the 
DROP for retirement, the member's monthly benefit is 
increased by 2% of the original monthly benefit for each year 
the member remained in DROP, up to 10 years. 

Please note: for accumulation to the valuation date, DROP 
accounts include the value of COLAs after age 48 at 3.0% per 
year, as well as member contributions of 9% of total pay. 

Hired on or after July 1, 2017: not available. 

 
PROP Prior to July 1, 2017, a member could elect to have all or a 

portion of his or her monthly annuity credited to the Post 
Retirement Option Plan (PROP) account, along with interest.  
On and after July 1, 2017, the interest credit is 65% of the 5-
year average of the Fund's rate of return, with a minimum of 
2.5% (same as DROP crediting rate).  Additionally, no new 
amounts are eligible for deferral into the PROP. 

Contribution Rates 
Members  10.50% of pensionable pay.   

City       The City Contribution Rate from the RSVS applied to  
      pensionable payroll. 
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Actuarial Cost Methods 
Measurement Date Census data as of July 1, 2017.  Impact of plan changes 

measured on future accruals only; no impact to accruals through 
the valuation date, including for back-DROP accruals based on 
dates before the valuation date. 

Actuarial Value of Assets  Five-year smoothing of future gains and losses.  20% of each 
gain or loss will be recognized each year.  Gains and losses are 
based on the difference between the actual and expected fair 
market value each year.  The expected value is based on the 
assumed rate of return on investments and is net of investment 
expenses. 

Actuarial Cost Method  The Ultimate Entry Age Normal Actuarial Cost Method  As 
used in the City Funding Policy, a method under which the 
actuarial present value of all potential future projected benefits 
of each individual included in the valuation is calculated, 
assuming continued service and pay increases.  The normal cost 
is calculated as the average uniform percentage of payroll 
which, if applied to the compensation of each participant during 
the entire period of anticipated covered service, would meet the 
cost of all benefits payable based on benefits provisions for new 
hires.  The portion of the actuarial present value of future 
benefits not provided for at the valuation date by the present 
value of future normal costs is called the actuarial accrued 
liability. 

Key Economic Assumptions 

Interest Rate 7.0%, as prescribed by law   

Inflation 2.25% 

Wage Inflation 3.00% 

Payroll Growth  3.00% 

Cost of Living Adjustment 2.00% 
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Individual Pay Increase Rate 
 

Age Assumed 
Increase 

20 7.00% 

25 6.25% 

30 5.50% 

35 5.00% 

40 4.00% 

45 3.70% 

50 3.40% 

55 3.00% 
 

DROP Interest Crediting Rate 4.75%.  Please note: 8.50% was assumed to be credited prior to 
the valuation date.  This reflects the historical expected rate of 
return on the trust, since actual rates of return on DROP 
balances were not provided. 

  
Demographic Assumptions 

Mortality Rates 

Active and nondisabled members RP-2000 Combined Healthy Mortality Tables with longevity 
improvement projected generationally using Scale AA.  

 

Disabled pensioners               RP-2000 Disabled Mortality Tables with longevity  
           improvement projected generationally using Scale AA. 
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Retirement Rates 

 

  
           These rates apply to members hired on or after July 1, 2017  
      once they are eligible to retire. 

      Members currently in DROP are assumed to retire according to 
      the retirement rates, with 100% retirement assumed after ten 
      years in DROP. 

      The following table shows, for sample years of service, the  
      assumed probability of the active members not currently in  
      DROP having been in the DROP for a certain number of years 
      at retirement: 

     
 Percent Electing Specified DROP Period at 

Retirement 

Years of 
Service at 
Retirement 0 Years 3 Years 5 Years 8 Years 

10 
Years 

20 0% 0% 0% 0% 0% 

25 0% 0% 100% 0% 0% 

30 0% 0% 5% 30% 65% 

35 0% 0% 5% 30% 65% 

40 0% 0% 0% 0% 100% 

 
         

  

Years of 
Service 

Probability of Retiring 
Within One Year 

20 - 24 1% 

25 - 29 5% 

30 - 34 15% 

35 - 36 25% 

37 30% 

38 35% 

39 40% 
40+ 100% 
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Disability Rates     

 

 
 
 
 
 
 
 
 
 
 
 
Percentage of Disabilities in the Line of Duty 

• Deaths 50% 
• Disabilities 50% 

All Deaths are assumed to occur in the Line of Duty. 
 
  

Disability per 100 
Age All 
20 0.75 
25 0.75 
30 0.75 
35 1.50 
40 1.50 
45 1.50 
50 1.50 
55 1.50 
60 3.00 
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Termination Rates                                          Sample Rates 

Age Termination Rate 

20 1.30% 

25 1.30% 

30 1.18% 

35 0.70% 

40 0.40% 

45 0.45% 

50 0.00% 

      For participants hired prior to July 1, 2017 with at least 10 years 
      of service but not yet eligible to retire, 50% are assumed to elect 
      a contribution  refund, and 50% are assumed to elect a deferred 
      monthly benefit payable at age 55.   

 
Percentage married  90% of participants are assumed to be married. 

No beneficiaries other than the spouse assumed. 

 

Age difference Husbands assumed to be three years older than wives. 

 
Administrative Expenses 1.25% of payroll 

 
Development of Valuation Pay  Valuation pay is projected by increasing the prior year’s pay 

with the individual pay increase rate. Historical valuation pay 
was regressed with the individual pay increase rate where it was 
not available.  Because overtime pay is no longer included in 
the definition of pensionable pay, the valuation pay was reduced 
9% for future years.  The 9% was based on input from the City 
of Houston and the HFRRF actuary. 

  
Load for Nature of Average Salaries Benefits for active members with at least ten years of service by 

July 1, 2017 were increased 5% to account for difference 
between the plan's definition of average monthly salary and the 
average of the most recent 78 pay periods.     
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Payment of DROP Balances Installments over 15 years for active members and 10 years for 
inactive members.  A factor of 0.8654 was applied to active 
DROP balances and a factor of 0.9105 was applied to inactive 
DROP balances to account for the difference between the 
4.75% DROP interest crediting rate and the 7.00% interest rate 
assumption. 

  
 
Funding Policy The City is assumed to contribute the City Contribution Rate 

from the prior year.  The actuarially determined City 
Contribution Rate is measured as the normal cost rate, plus the 
administrative expenses rate, plus 30-year amortization rate of 
the Unfunded Actuarial Accrued Liability (UAAL) from the 
initial RSVS, plus the amortization rates of all subsequently-
determined Liability Layers, less the member contribution rate, 
adjusted with interest to mid-year.  The closed amortization 
rates for the Liability Layers are calculated as a level percent of 
pay.  The initial amortization period for a Liability Loss Layer 
is 30 years.  The initial amortization period for a Liability Gain 
Layer is equal to the remaining amortization period for the 
largest Liability Loss Layer. 

 
 
Benefits Not Valued Due to limitations of the data received, no adjustment has been 

made for the difference between pay based on the appointed 
position and pay based on the highest tested rank.  Additionally, 
no marital status was provided for child beneficiaries, so the 
provision against married children in college receiving a 
survivor benefit was not valued.  All child beneficiaries were 
assumed to receive benefits until age 23. 

 



Summary of Valuation Data 
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July 1, 2016 July 1, 2017

A. Active Members Not in DROP
1. Number 3,321                      3,277                             
2. Valuation payroll $201,194,698 $198,088,640
3. Average pay $60,583 $60,448
4. Average age 37.1                        36.9                               
5. Average service 9.7                          9.4                                 

B. Active Members in DROP
1. Number 773 817
2. Valuation payroll $60,887,278 $64,592,349
3. Average pay $78,768 $79,060
4. Average age 53.4                        52.4                               
5. Average service 28.3                        26.6                               

C. Terminated Vested
1. Number 14 13
2. Total benefits $100,362 $93,582
3. Average Annual benefits $7,169 $7,199

D. Disabled
1. Number 315                         307                                
2. Total benefits $15,376,486 $15,464,455
3. Average Annual benefits $48,814 $50,373

E. Retired
1. Number 2,232                      2,352                             
2. Total benefits $111,347,825 $122,666,940
3. Average Annual benefits $49,887 $52,154

F. Beneficiaries
1. Number 591 591
2. Total benefits $23,280,755 $24,540,000
3. Average Annual benefits $39,392 $41,523

Notes:
1. DROP Balance values not shown.

3. Payroll and Pay values exclude overtime.

2. Terminated Vested count does not include 29 members due refunds totaling $561,000 for July 1, 2016 
and 40 members due refunds totaling $946,560 for July 1, 2017.

4. Date fields provided to RHI by HFRRF only included the year (no month or day).  
 

 



Data Sources 
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Data and inputs used in this report were provided from the following sources: 
 
 

• Census data for all members was provided on October 31, 2017.  We understand this data is 
substantially the same as that used by the HFRRF actuary for their Risk Sharing Valuation Study.  
As the data provided to RHI does not contain the month for any dates, we have assumed all dates are 
July 1st of the respective year.   

 
• The fair value of assets of $4,025,089,667 as of June 30, 2017 was provided in the audited HFRRF 

financials.  These were provided to RHI by HFRRF on October 19, 2017.   
 

• The Fiscal Year 2018 payroll used was $262,680,989, which was based on the census data as of July 
1, 2017, reduced by 9.00% to account for the removal of overtime and increased with one year of 
salary scale. 

 
• The provisions of the Article are contained in the enrolled text of Senate Bill 2190, which was 

signed by the Governor on May 31, 2017. 
 

 
 




