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Independent Auditor's Report 

 
 
To the Board of Trustees of 
Midland Firemen’s Relief and Retirement Fund 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Midland Firemen's Relief and 
Retirement Fund (the Plan), which comprise the statements of fiduciary net position as of December 31, 
2019 and 2018, and the related statements of changes in fiduciary net position for the years then 
ended, and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
The Plan’s Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to error or fraud.  
 
Auditor’s Responsibility  
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Plan as of December 31, 2019 and 2018, and the respective changes in 
financial position for the years then ended in accordance with accounting principles generally 
accepted in the United States of America.  
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Emphasis of Matter 
 
Investments with Values that are not Readily Determined 
As discussed in Note 3, the financial statements include investments valued at $30,533,670 and 
$36,936,308 as of December 31, 2019 and 2018, respectively, whose fair values have been estimated by 
management in the absence of readily determinable fair values. Our opinion is not modified with 
respect to this matter. 
 
Other Matters 
 
Required Supplementary Information  
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis, schedule of changes in net pension liability and related ratios, 
schedule of contributions, and schedule of investment returns be presented to supplement the financial 
statements. Such information, although not a part of the financial statements, is required by the 
Governmental Accounting Standards Board, who considers it to be an essential part of financial 
reporting for placing the financial statements in an appropriate operational, economic, or historical 
context. We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and comparing 
the information for consistency with management’s responses to our inquiries, the financial statements, 
and other knowledge we obtained during our audit of the financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance.  
 
 
 
WEAVER AND TIDWELL, L.L.P. 
 
Dallas, Texas 
September 14, 2020 
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Introduction 
 
The Midland Firemen's Relief and Retirement Fund (the Plan) is a single-employer, defined benefit 
pension plan covering substantially all fire department employees employed by the City of Midland, 
Texas. It is subject to the provisions of the Texas Local Firefighters' Retirement Act (Article 6243e. Vernon's 
Texas Civil Statutes 45th Legislature 1937) as amended. As management of the Plan, we offer readers of 
the Plan financial statements this narrative overview and analysis of the financial activities of the Plan for 
the fiscal years ended December 31, 2019 and 2018.  
 
Financial Highlights 
 

• The fiduciary net position at the close of the fiscal years ended December 31, 2019 and 2018, 
were $84,848,966 and $80,013,420, respectively; 

• The fiduciary net position increased in 2019 by $4,835,546. The changes in fiduciary net position 
were due mainly to increase in net appreciation in fair value of investments due to favorable 
investment market in 2019;  

• In 2019 and 2018, the Plan reported cash and cash equivalents of $3,973,662 and $13,808,954, 
respectively. The decrease in 2019 was due mainly to timing, as certain real estate investments 
were purchased at the beginning of 2019; and 

• The Plan received $7.1 million in employer and member contributions during 2019 compared to 
$6.2 million in 2018 due to growth in payroll, as well as a 1% increase in member contributions in 
November 2018. 

 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the Plan's financial statements. The 
Plan's financial statements are comprised of statements of fiduciary net position, statements of changes 
in fiduciary net position, and notes to the financial statements. This report also contains other required 
supplementary information in addition to the financial statements themselves. 
 
Statement of Fiduciary Net Position 
 
The statement of fiduciary net position is designed to provide a broad overview of the Plan's finances in 
a manner similar to other pension funds. This statement presents the financial position of the Plan. The 
financial position is assets (primarily investments) less liabilities, with the difference between the two 
reported as Fiduciary Net Position, which represents the amount of resources available to pay future 
benefits to retirees. 
  
Statement of Changes in Fiduciary Net Position 
 
The statement of changes in fiduciary net position presents the additions to and deductions from the 
Plan's fiduciary net position during the year. The additions to fiduciary net position are divided into  
two types of categories, contributions and net investment income (loss). Contributions are shown from 
both employer and plan members. Net investment income (loss) is broken down by net appreciation 
(depreciation) in fair value of investments, interest, partnership income and dividend income, less 
investment expenses. The primary deductions are to pay benefits, which is the Plan's primary purpose. 
Deductions also include refunds to members who leave the Plan and administrative expenses. 
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The change in the Plan's fiduciary net position during the year is added to or subtracted from the 
beginning balance of the Plan's fiduciary net position to obtain the balance of Plan's fiduciary net 
position at the end of the year. This figure ties directly to the last line of the statement of the Plan's 
fiduciary net position. 
 
Notes to the Financial Statements 
 
The notes to the financial statements are an integral part of the financial statements. They provide 
additional information that is essential to a full understanding of the data provided in the financial 
statements. Among other matters, the notes describe: (a) the Plan's purpose and its membership,  
(b) the significant accounting policies used to prepare the financial statements, (c) the nature of the 
Plan, including the membership and benefit provisions and contribution requirements, and (d) the Plan's 
investment authority and policies, how investments and related documentation are safeguarded, and 
selected details about various investment activity and balances. 
 
The Notes to the Financial Statements can be found on pages 9 through 24 of this report. 
 
Required Supplementary Information 
 
Governmental Accounting Standards Board (GASB) Statement No. 67, requires pension plans to 
calculate the net pension liability of the Plan, measured as the total pension liability less the amount of 
the plan’s fiduciary net position. Please note that the net pension liability is based on actuarial 
assumptions about future events, and therefore, the figures presented are necessary estimates.  
GASB Statement No. 67 also requires additional supplemental schedules and certain assumptions used 
by the actuary, which are also included in the required supplementary information section. 
 
Summary and Analysis of the Financial Information 
 
The following condensed statements of the fiduciary net position and changes in fiduciary net position 
present financial information comparing 2019 and 2018 information. This information comes from the 
statements of fiduciary net position and changes in fiduciary net position for the years then ended. 
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Condensed Statements of Fiduciary Net Position 
 

2019 2018
Assets

Cash and cash equivalents 3,973,662$         13,808,954$       
Investments 80,985,803         66,053,128         
Receivables 132,115             225,588             

Total assets 85,091,580         80,087,670         

Liabilities
Accounts payable 242,614             74,250               

Total liabilities 242,614             74,250               

Fiduciary net position 84,848,966$       80,013,420$       
 

Condensed Statements of Changes in Fiduciary Net Position 
 

2019 2018
Additions

Contributions 7,062,823$         6,239,847$         
Net investment income (loss) 8,139,508          (7,141,143)         

Total additions 15,202,331         (901,296)            

Deductions
Benefits paid directly to participants 7,322,040          6,836,508          
Lump sum distributions 2,654,338          1,772,769          
Wages expense and taxes 171,028             122,989             
Administrative expenses 219,379             107,749             

Total deductions 10,366,785         8,840,015          

Changes in pension plan net position 4,835,546          (9,741,311)         

Fiduciary net position, beginning of year 80,013,420         89,754,731         

Fiduciary net position, end of year 84,848,966$       80,013,420$       
 

The Plan's fiduciary net position increased $4.8 million or (6%) during 2019, versus a $9.7 million, or  
10.9%, decrease during 2018. The increase in net position for 2019 was primarily driven by an increase of  
$15.3 million in investment fair value. The Plan’s overall portfolio recorded an investment return of  
10.39% in 2019 due to favorable annual performance in equity markets. The overall total investment 
gain was $8.1 million compared to an overall investment loss of $7.1 million in 2018. Total contributions 
increased $822,976, or 13%, primarily due to increases in pay. There was also an increase of  
$1.4 million, or 16%, in in benefits paid to members. The increase was mainly due to an increase in DROP 
payments paid out in 2019.  
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Request for Information 
 
This financial report is designed to provide a general overview of the finances of the Plan. As the City of 
Midland serves as fiscal agent for the Plan, questions concerning any of the information provided in this 
report or requests for additional financial information should be addressed to the Midland Firemen's 
Relief and Retirement Fund, P.O. Box 4296, Midland, Texas, 79704. 



 

 

Financial Statements 
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2019 2018
ASSETS

Cash and cash equivalents 3,973,662$         13,808,954$       

Total cash and cash equivalents 3,973,662          13,808,954         

Receivables
Accrued interest and declared dividends 132,115             225,588             

Total receivables 132,115             225,588             

Investments, at fair market value
Domestic equities 8,614,902          5,605,791          
Foreign bonds 5,254,614          5,867,615          
Corporate bonds 23,630,913         15,201,542         
Mutual funds 3,720,182          4,157,477          
Real estate 15,169,312         17,554,331         
Hedge funds and venture capital 9,022,106          6,687,835          
Government and agency obligations 1,964,100          1,711,036          
International Equities 13,084,999         8,757,496          
Municipal bonds 524,675             510,005             

Total investments, at fair market value 80,985,803         66,053,128         

Total assets 85,091,580         80,087,670         

LIABILITIES
Accounts payable 242,614             74,250               

Total liabilities 242,614             74,250               

NET POSITION RESTRICTED FOR PENSION BENEFITS 84,848,966$       80,013,420$       
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2019 2018
ADDITIONS

Contributions
Employer contributions 4,307,624$         3,900,148$         
Member contributions 2,755,199          2,339,699          

Total contributions 7,062,823          6,239,847          

Investment income
Net appreciation (depreciation) in
  fair value of investments 7,008,485          (7,244,784)         
Interest 402                    14                     
Dividends 1,837,881          2,036,318          
Partnership 425,280             (1,181,902)         
Rental income 74,813               61,720               
Investment expenses (1,215,007)         (814,762)            

Net investment income (loss) 8,131,854          (7,143,396)         

Other cash receipts 7,654                 2,253                 

Total additions 15,202,331         (901,296)            

DEDUCTIONS
Benefits paid including refunds of 
  plan member contributions 9,976,378          8,609,277          
Wages expense, benefits, and taxes 171,028             122,989             
Administrative expenses 219,379             107,749             

Total deductions 10,366,785         8,840,015          

Changes in pension plan net position 4,835,546          (9,741,311)         

NET POSITION RESTRICTED FOR PENSION BENEFITS,
  beginning of year 80,013,420         89,754,731         

NET POSITION RESTRICTED FOR PENSION BENEFITS,
  end of year 84,848,966$       80,013,420$       
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Note 1.   Summary of Significant Accounting Policies 
 
City of Midland firefighters are members of the locally administered Midland Firemen's Relief and 
Retirement Fund (the Plan), established under the authority of the Texas Local Fire Fighters' Retirement 
Act passed in 1937 by the Texas State Legislature. The Plan is not a component unit of the  
City of Midland, Texas. 
 
The Plan is governed by seven trustees composed of the Mayor or his designee, the Director of Finance 
of the City of Midland or his designee, three firefighters elected by majority vote of firefighters, and  
two citizens who are not officers or employees of the municipality and who must be elected by the 
majority vote of the board of trustees. The State of Texas Pension Review Board monitors the execution 
of the act. 
 
The following are the significant accounting policies followed by the Plan: 
 
Basis of Accounting 
 
The accompanying financial statements are prepared using the accrual basis of accounting. Plan 
member and employer contributions are recognized when due and the employer and plan member 
have made formal commitments to provide the contributions. Benefits and refunds are recognized 
when due and payable in accordance with the terms of the Plan. 
 
Use of Estimates 
 
The preparation of financial statements requires management to make estimates and assumptions that 
affect the reported amounts of assets and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of additions and deductions during the reporting 
period. Actual results could differ from those estimates. 
 
Valuation of Investments 
 
Investments of the Plan are reported at fair value. Investments in equity securities classified as level 1 of 
the fair value hierarchy are valued using prices quoted in active markets for those securities. Debt 
securities classified in Level 2 of the fair value hierarchy are valued using a matrix pricing technique. 
Matrix pricing is used to value securities based on the securities’ relationship to benchmark quoted 
prices. 
 
The Plan's investments that do not have a readily determinable fair value are valued at net asset value 
(NAV) (or its equivalent) per share. These investments allocate gains, losses, and expenses to the owners 
based on ownership percentage in the investments. Estimates are used by management in determining 
the fair value of these investments. The amount received upon the sale of these investments may differ 
significantly from the recorded amount. 
 
Real estate assets classified as Level 3 are valued using the market approach and utilize significant 
unobservable inputs.    
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Fair Value Measurements 
 
The Plan adopted Governmental Accounting Standards Board (GASB) Statement No. 72, Fair Value 
Measurement and Application, which defines fair value as the price that would be received to sell an 
asset or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date. Fair value accounting requires characterization of the inputs used to measure fair 
value into three-level fair value hierarchy as follows: 
 

Level 1 Inputs are quoted prices (unadjusted) for identical assets or liabilities in active markets that 
a government can access at the measurement date. 

 
Level 2 Inputs (other than quoted prices within Level 1) that are observable for an asset and 

liability, either directly or indirectly. 
 
Level 3 Inputs are unobservable inputs for an asset or liability.  

 
The remaining investments not categorized under the fair value hierarchy are shown at NAV per share. 
These are investments in entities for which a readily determinable fair value is not available, such as 
member units or an ownership interest in partners' capital to which a proportionate share of net assets is 
attributed. Investments at NAV are commonly calculated by subtracting the fair value of liabilities from 
the fair value of assets. 
 
Investment Gains or Losses 
 
Investment gains or losses arising from increases or decreases in the fair values from the beginning of the 
year to the end of the year and investment gains or losses arising from the sale or maturity of 
investments are reported as net appreciation or depreciation in the fair value of investments in the 
statement of changes in fiduciary net position. 
 
Cash and Cash Equivalents 
 
For financial reporting purposes, a portion of the investment portfolio is classified as equivalent to cash. 
Cash equivalents are defined as short-term, highly liquid investments that are readily convertible to 
known amounts of cash and have original maturities of three months or less which present an 
insignificant risk of changes in value because of changes in interest rates. 
 
Interest and Dividends Receivable 
 
Interest income is recorded on an accrual basis. Dividends are recorded on the ex-dividend date. 
Recording activity in such a manner results in interest and dividends receivable.  
 
Income Tax Status 
 
The Plan obtained its latest determination letter dated October 25, 2011, in which the Internal Revenue 
Service stated that the Plan, as then designed, was in compliance with the applicable requirements 
under Section 401(a) of the Internal Revenue Code. The Plan has been amended since receiving the 
determination letter. However, the Plan administrator and the Plan's tax counsel believe that the Plan is 
currently designed and being operated in compliance with the applicable requirements of the  
Internal Revenue Code. Therefore, no provision for income taxes has been included in the Plan's 
financial statements.  
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Note 2.   Description of Plan 
 
The following brief description of the Midland Firemen's Relief and Retirement Fund is provided for 
general information purposes only. Participants should refer to the Plan agreement for more complete 
information. 
 
General 
 
The Midland Firemen's Relief and Retirement Fund is a single employer, defined benefit plan covering 
substantially all fire department employees employed by the City of Midland, Texas (the City). It is 
subject to the provisions of the Texas Local Firefighters' Retirement Act (Article 6243e. Vernon's Texas Civil 
Statutes 45th Legislature 1937) as amended. 
 
All fire department employees become members of the Plan as a condition of their appointment unless 
they are more than 35 years of age at the time they enter service. 
 
Plan membership consisted of the following as December 31: 
 

2019 2018

Retirees and beneficiaries currently
  receiving benefits 181                       173
Terminated employees entitled to
  but not yet receiving benefits 6                           10
Active members 210                       209

Total 397                       392                       
 

Contributions 
 
Texas Local Fire Fighters Retirement Act, Texas Vernon's Civil Statutes, Article 6243e, Section 29, 
establishes the statutory authority for Plan member and employer contributions. While the contribution 
requirements are not actuarially determined, state law requires that each plan of benefits adopted by 
the Plan must be approved by a qualified actuary. The actuary certifies that the contribution 
commitment by the firefighters and the City provides an adequate financing arrangement. This 
financing arrangement includes consideration of the Plan's funding status on a going-concern basis 
and progress made in accumulating sufficient assets to pay benefits when due. Using the entry age 
actuarial cost method, the Plan’s normal cost is determined as a percentage of payroll. The excess of 
the total contribution rate over the normal cost rate is used to amortize the Plan's UAAL, and the number 
of years needed to amortize the Plan's UAAL is determined using a level percentage of payroll method. 
For years in which actuarial valuations are not performed, estimates are made using the actuarial 
methods and principles. All members are required to contribute a percentage of their total pay to the 
Plan. The member contribution rate was 14.2% for 2019 and 13.2% (amended to 14.2% as of  
November 4, 2018) for 2018. The City's contribution rate was 22.2% for the years ending December 31, 
2019 and 2018. Plan member and employer contributions of $2,755,199 and $4,307,624, respectively, 
were made for the year ended December 31, 2019. Plan member and employer contributions of 
$2,339,699 and $3,900,148, respectively, were made for the year ended December 31, 2018. 
 
Administration 
 
The Plan is administered by a Board of Trustees (the Board) which is authorized to determine all 
retirement applications, disability claims, and beneficiary designations.   
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Pension Benefit Provisions  
 
Normal Service Retirement Benefit 
Texas Local Fire Fighters Retirement Act, Texas Vernon's Civil Statutes, Article 6243e, Section 29, 
establishes the statutory authority and procedure to amend Plan benefit provisions. A member is eligible 
for service retirement upon completion of 20 years of service and attainment of age 50. Service 
retirement benefits are payable for the member's lifetime. Service retirement benefits are calculated as 
75% of the retiree's highest 60-month average salary while employed and $80 per month for each whole 
year of service in excess of 20 years of service. In the event that the member's death precedes that of 
the member's spouse, 75% of the member's pension will be continued to the spouse for the spouse's 
lifetime. A member who has completed at least 25 years of service is also eligible for the above service 
retirement benefit even though he or she has not yet attained age 50. 
 
Supplemental Retirement Benefit 
In addition to the regular service retirement benefit, a member who retires after attaining age 50 and 
completing 20 years of service will also receive a supplemental benefit of $500 per month. The 
supplemental benefit is payable for the member's lifetime. In the event the member's death precedes 
that of his or her spouse, 75% of the supplemental benefit will be continued to the spouse for the 
spouse's lifetime. However, the supplemental benefit is not payable to members who take service 
retirement prior to age 50. In lieu of the monthly service retirement benefit described above, a member 
may elect to receive his or her benefits under one of the Deferred Retirement Option Plan (DROP) 
provisions. 
 
Cost of Living Adjustment 
Effective October 1, 2008, the participating members of the Plan voted to amend the plan document. 
The new plan provides that eligible firefighters and beneficiaries who are entitled to the cost of living 
adjustment will become payable to these individuals on August 1 following the fifth full audited year of 
receipt of benefits by a firefighter and following a firefighter's physical departure from the  
Fire Department, provided the Plan’s rolling audited 5-year average return is greater than 8.25%. 
 
Deferred Retirement Option Plan (DROP) 
Effective November 1, 2002, the participating members of the Plan voted to amend the plan 
document. The new plan provides that under the DROP, and DROP Plan Benefits, Option 1  
(Forward DROP), a firefighter must retire within three years of DROP election. 
 
Upon retirement under Option 2 (Reverse DROP) of the DROP Plan Benefits, a firefighter may elect to 
receive 90% of his regular monthly benefit, including the Supplemental Retirement Benefit, if applicable 
(with all survivor benefits appropriately reduced) for life and a lump sum equal to 24 times this reduced 
benefit. This amount must be paid within three years in no more than three installments. 
 
Under a third Option (Retroactive DROP) to the DROP Plan Benefits, the Retroactive DROP provides that 
if a firefighter has at least 20 years of service and is at least 50 years old the firefighter may, at any time 
after that, elect to retire and have his "effective retirement date" no earlier than the date he actually 
had at least 20 years of service and was at least 50 years old. 
 
The period of time between his "effective retirement date" and his actual retirement date will be the 
DROP period and will not exceed three years. His monthly benefit will be calculated based upon his 
salary and service at the time of his "effective retirement date." 
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The sum of his employee contributions during the DROP period plus the product of his monthly benefit 
amount times the number of months of the DROP period plus 4% interest compounded annually, using 
the balance at year end of each year of the DROP, will be paid to him on his actual retirement date or, 
at his election, within three years in no more than three installments.  
 
The new plan also provides a fourth Option Combined (Forward and Retroactive) DROP Plan Benefit. 
The Combined (Forward and Retroactive) DROP options state that the firefighter must retire within  
three years of his Combined (Forward and Retroactive) DROP. The monthly benefit he will receive from 
the Plan will be determined based upon his salary and service at the beginning of his DROP period. At 
the conclusion of the DROP period, the firefighter will be paid an amount which is the sum of his 
employee contributions from the Forward DROP portion of the period plus the product of his monthly 
benefit amount (including the Supplemental Retirement Benefit, if applicable) times the number of 
months of the Forward DROP portion of the Combined (Forward and Retroactive) DROP period. In 
addition, a monthly benefit calculated based upon the firefighter's salary and service at the time of his 
"effective retirement date" consisting of his contributions during the Retroactive portion of the 
Combined (Forward and Retroactive) DROP period plus the product of his monthly benefit amount 
(including the Supplemental Retirement Benefit, if applicable) times the number of months of the 
Retroactive DROP period. 
 
This Combined (Forward and Retroactive) DROP amount shall include interest at an annual rate of  
4% determined as of the end of each year or partial year of the Combined (Forward and Retroactive) 
DROP period and may be paid to the retired firefighter on his actual retirement date or, at his election, 
within three years in no more than three installments. Interest will be calculated using the balance at 
year-end. No interest shall be paid after the conclusion of the DROP period. The balance of amounts 
held by the Plan pursuant to the Reverse DROP at December 31, 2019 and 2018 was $510,201 and 
$425,117 respectively. 
 
Early Service Retirement Benefit 
A member is eligible for early retirement upon completion of 20 years of service and attainment of  
age 45. Early retirement benefits are payable for the member's lifetime. Early retirement benefits are 
calculated as a percentage of the retiree's highest 60-month average salary while employed and an 
additional benefit each month for each year of service in excess of 20 years of service. In the event the 
member's death precedes that of his spouse, 75% of the member's pension will be continued to the 
member's spouse for the spouse's lifetime. The supplemental benefit is not payable to members who 
take early retirement. 
 
Disability Retirement Benefit 
An active member who becomes disabled for either physical or mental reasons (except for a  
pre-existing condition) may receive a monthly disability benefit. Disability benefits are payable in the 
same form as service retirement benefits. However, disability benefits will be reduced or stopped if a 
member recovers to the point the member no longer meets the definition of disability under the Plan. 
 
Death Benefits 
If a member dies while in active service, the widow (or widower) will receive an immediate monthly 
benefit, payable for as long as the widow (or widower) is alive. The amount of the benefit will be equal 
to 75% of the service retirement the member would have been entitled to receive based on the 
member's salary and service at the time of the member's death. In addition, a $10,000 lump sum benefit 
is payable to the designated beneficiary of a member. 
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Vested Termination Benefit 
A Plan member who terminates employment after completing at least ten years of service, but prior to 
the date the member completes 20 years of service, will be entitled to receive a monthly benefit 
starting on the date the member would have both attained age 50 and completed 20 years of service 
had the member remained in active service with the fire department. However, this benefit will not 
commence later than the date the member reaches age 60. A Plan member who terminates 
employment prior to completing ten years of service will be entitled to the return of the excess of the 
member's contributions to the fund over the amount of any benefits the member has received from the 
fund. 
 
In lieu of the monthly service, disability or vested termination benefit described above, a member may 
elect to receive a modified monthly retirement benefit payable for his or her lifetime with 100% of such 
modified monthly amount continued for as long as either the member or the member's spouse is living. 
Such election does not affect the supplemental benefit, 75% of which is continued to the surviving 
spouse for the lifetime of the surviving spouse. 
 
Termination of the Plan 
 
A retirement system for a fire department not consisting exclusively of volunteers may not be terminated 
or merged into another retirement system without the approval of the Board of Trustees of the 
retirement system and the approval of the participating members of the system in the manner 
described in subdivision (2) of Subsection (b) of Section 7 of this Act provided 51 % of the participating 
members first petition the Board for such a change. 
 
The priority order of participants' claims to the Plan's assets upon Plan termination is pursuant to the 
Texas Local Fire Fighters' Retirement Act (Article 6243e. Vernon's Texas Civil Statutes 45111 Legislature 
1937) as amended. 
 
Reclassifications 
 
Certain reclassifications have been made to the 2018 financial statements to conform to the  
2019 financial statement presentation. These reclassifications had no effect on changes in net position. 
 
Note 3.   Cash and Investments 
 
Investment Policy:  The Plan’s policy in regard to the allocation of invested assets is established and may 
be amended by the Board or Trustees by a majority vote of its members. Substantially all of the Plan's 
investments are held by its trustee/custodians. The Plan's Board of Trustees authorizes various portfolio 
managers to manage investments within certain policies as set forth by the Board. These policies 
mandate a diversified portfolio, which includes investments, either directly or in commingled accounts, 
in real estate, cash, money market funds, bonds, hedge funds, venture capital and equity securities. The 
Board’s adopted asset allocation policy as of December 31, 2019 and 2018 was 1-10% in cash or cash 
equivalents, 10-30% in bonds, 15-25% in emerging and developed international equities, 20-30% in  
Real Estate Class, and 5-15% in alternative investments.  
 
Governmental Accounting Standards Board Statement No. 40, Deposit and Investment Risk  
Disclosures - an amendment to GASB Statement No. 3 (GASB 40), addresses common deposit and 
investment risks including custodial credit risk, credit risk, concentration of credit risk, interest rate risk, 
and foreign currency risk. Required disclosures related to these risks are presented below: 
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Custodial Credit Risk – Deposits:  Deposits with financial institutions are fully secured by federal deposit 
insurance coverage at December 31, 2019 and 2018. 
 
The Plan's investment policies are governed by state statutes and by Board adoption. Cash funds are 
deposited in Federal Deposit Insurance Corporation insured banks. The Plan is authorized to use 
demand accounts and certificates of deposit. Permissible investments include obligations of the  
U.S. Treasury and government agencies, commercial paper, and certain repurchase agreements. 
 
As required by GASB 40, investments included in assets whose use is limited and long-term investments 
are categorized by investment type. As of December 31, 2019 and 2018, the Plan had the following 
debt securities and their related maturities, respectively: 
 

Investment Type Fair Value Less than 1 1-5 6-10 More than 10

Foreign bonds 5,254,614$     623,778$      4,044,360$   413,712$      172,764$        
Corporate bonds 12,082,065     -               12,082,065   -               -                 
U.S. gov't securities 1,964,100       -               -               1,964,100     -                 
Municipal bonds 524,675          -               524,675        -               -                 

Total fair value 19,825,454$   623,778$      16,651,100$ 2,377,812$   172,764$        

Investment Type Fair Value Less than 1 1-5 6-10 More than 10

Foreign bonds 5,867,615$     1,106,249$   4,106,064$   372,760$      282,542$        
Corporate bonds 2,006,530       471,418        693,350        841,762        -                 
U.S. gov't securities 1,711,036       -               1,311,596     399,440        -                 
Municipal bonds 510,005          -               510,005        -               -                 

Total fair value 10,095,186$   1,577,667$   6,621,015$   1,613,962$   282,542$        

2019 Investment Maturities (in years)

2018 Investment Maturities  (in years)

 
Custodial Credit Risk:  Custodial credit risk is the risk that in the event of failure of the counterparty, the 
Plan would not be able to recover the value of its investments. The Plan does not have a formal policy 
for custodial credit risk. As of December 31, 2019 and 2018, all investments are registered in the name of 
the Midland Firemen's Relief and Retirement Fund or in the name of the Plan's custodian, established 
through a master trust custodial agreement, with the exception of investments in real estate and 
commingled funds, which are recorded as hedge funds and venture capital in the accompanying 
statement of fiduciary net position.  
 
Interest Rate Risk:  In compliance with the Plan's investment policy, the Plan minimizes the interest rate 
risk related to the decline in fair value of securities due to rising interest rates in the portfolio by 
structuring the investment portfolio so that securities mature to meet cash requirements for ongoing 
operations, thereby avoiding the need to sell securities on the secondary market prior to maturity and 
monitoring credit ratings of portfolio positions. 
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The Plan's investments in U.S. and foreign government agency obligations are subject to credit risk. 
Under the Texas Local Firefighters' Retirement Act, the Board's general investment policy is to apply the 
following prudent-person rule: Investments are made as a prudent person would be expected to act, 
with discretion and intelligence, to seek reasonable income and preserve capital. In terms of 
diversification, the Plan should not invest more than 5% of the total assets in the stock or bonds of one 
company. 
 
Credit Risk:  Under the Texas Local Firefighters' Retirement Act, the Board's general investment policy is to 
apply the prudent-person rule. As a matter of course, the Board expects to be notified promptly of the 
following: 
 

1. A significant change in investment strategy and portfolio structure; 
2. A material change in the ownership, personnel, financial condition, or investment approach of 

the organization; 
3. Any changes in the regulatory environment that would affect the Plan or organization's role in its 

management; and 
4. Any litigation or violation of securities regulation in which the investment manager is involved. 

 
The Plan's rated debt investments as of December 31, 2019 and 2018, respectively, using the  
Moody's, S&P, or Fitch rating scale are presented below: 
 

December 31, 2019
Investment Type Moody's Ratings Fair Value Total

Govt/agency obligations Aaa 1,964,100$              1,964,100$         

Municipal bonds Aa1 524,675                   524,675             

Corporate bonds A2 1,474,489                
A3 1,969,151                
Aa1 258,610                   
Ba1 255,605                   
Ba2 509,585                   
Baa1 3,015,443                
Baa2 3,580,348                
Baa3 1,018,834                12,082,065         

Foreign bonds Aa1 328,682                   
Aa3 623,778                   
Aaa 505,825                   
B1 460,412                   
B2 519,450                   
B3 257,950                   
Ba2 781,011                   
Baa2 1,191,030                
Baa3 413,712                   
Caa2 172,764                   5,254,614          

Total 19,825,454$            
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December 31, 2018
Investment Type Moody's Ratings Fair Value Total

Govt/agency obligations AA+ (S&P) 1,711,036$              1,711,036$         

Municipal bonds AA (S&P) 510,005                   510,005             

Corporate bonds A- (S&P) 295,830                   
A2 221,936                   
AA+(S&P) 243,910                   
Baa2 249,482                   
BBB (S&P) 397,520                   
BBB- (S&P) 235,200                   
BBB+ (S&P) 362,652                   2,006,530          

Foreign bonds AA+ (S&P) 322,605                   
Aa2 224,526                   
Aa3 601,738                   
Aaa 929,725                   
B- (S&P) 57,500                    
B1 117,672                   
B2 732,143                   
B3 250,938                   
Ba2 194,520                   
Ba3 613,456                   
Baa2 649,333                   
Baa3 619,285                   
BB- (S&P) 554,174                   5,867,615          

Total 10,095,186$            

 
Concentration of Credit Risk:  Concentration of credit risk is the risk of loss attributed to the magnitude of 
a government's investment in a single issuer. The Plan's investment policy does not limit investments in 
any one issuer except that the investment portfolio shall be diversified in accordance with the 
allocation range stated below and within the limitations so noted. The Asset Mix Policy established by 
the Board of Trustees represents a long-term view (a full market cycle). As such, rapid and sudden 
market movements may cause the Fund's actual asset mix to fall outside the stated policy range. Any 
such divergence, however, should be short-term in nature and must be ratified by the Board of Trustees 
at the first regularly scheduled Board meeting following this occurrence. 
 
Concentrations:  GASB Statement No. 67 Financial Reporting for Pension Plans (GASB 67), requires the 
disclosure of concentrations of investments in any one organization that represent 5% or more of the 
pension plan’s fiduciary net position. There were no concentrations that needed to be disclosed in  
2019 and 2018. 
 
Foreign Currency Risk:  Foreign currency risk is the risk that changes in exchanged rates will adversely 
affect the fair value of an investment or deposit. All 2019 and 2018 assets were priced in U.S. dollars. 
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Rate of return:  For the years ended December 31, 2019 and 2018, the annual money-weighted rate of 
return on pension plan investments, net of pension plan investment expense, was 10.39% and -8.07% 
respectively. The money-weighted rate of return expresses investment performance, net of plan 
investment expense, adjusted for the changing amounts actually invested. 
 
The following tables summarize the Plan’s financial instruments measured at fair value as of  
December 31, 2019 and 2018, respectively, based on the three-tier hierarchy: 
 

Quoted Prices
in Active Significant

Markets for Other Significant
Identical Observable Unobservable

December 31, Assets Inputs Inputs
2019 (Level 1) (Level 2) (Level 3)

Investments by fair value
Domestic equities 2,930,228$        2,930,228$        -$                   -$                   
Foreign bonds 5,254,614          -                     5,254,614          -                     
Corporate bonds 12,082,065        -                     12,082,065        -                     
Mutual funds 3,720,182          3,720,182          -                     -                     
Real estate 7,177,630          -                     -                     7,177,630          
Hedge funds and venture capital 3,713,640          3,713,640          -                     -                     
Government and agency obligations 1,964,100          -                     1,964,100          -                     
International equities 13,084,999        13,084,999        -                     -                     
Municipal bonds 524,675             -                     524,675             -                     

Total investments by fair value level 50,452,133        23,449,049$      19,825,454$      7,177,630$        
Investments measured at NAV

Domestic equities 5,684,674          
Corporate bonds 11,548,848        
Real estate 7,991,682          
Hedge funds and venture capital 5,308,466          

Total investments at NAV 30,533,670        

 Total investments at fair value 80,985,803$      

Fair Value Measurement Using
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Quoted Prices
in Active Significant

Markets for Other Significant
Identical Observable Unobservable

December 31, Assets Inputs Inputs
2018 (Level 1) (Level 2) (Level 3)

Investments by fair value
Domestic equities 1,146,043$        1,146,043$        -$                   -$                   
Foreign bonds 5,867,615          -                     5,867,615          -                     
Corporate bonds 2,006,530          -                     2,006,530          -                     
Mutual funds 4,157,477          4,157,477          -                     -                     
Real estate 1,233,719          -                     -                     1,233,719          
Hedge funds and venture capital 3,726,899          3,726,899          -                     -                     
Government and agency obligations 1,711,036          -                     1,711,036          -                     
International equities 8,757,496          8,757,496          -                     -                     
Municipal bonds 510,005             -                     510,005             -                     

Total investments by fair value level 29,116,820        17,787,915$      10,095,186$      1,233,719$        
Investments measured at NAV

Domestic equities 4,459,748          
Corporate bonds 13,195,012        
Real estate 16,320,612        
Hedge funds and venture capital 2,960,936          

Total investments at NAV 36,936,308        

 Total investments at fair value 66,053,128$      

Fair Value Measurement Using

 
Following is a description of the valuation methodologies used for assets measured at fair value. There 
have been no changes in the methodologies used at December 31, 2019 and 2018. 
 
Domestic and international equities/real estate/hedge funds and venture capital (level 1):  Valued at 
the closing price reported on the active market on which the individual securities are traded. 
 
Foreign/Corporate/Municipal bonds (level 2):  Valued using pricing models maximizing the use of 
observable inputs for similar securities. This includes basing value on yields currently available on 
comparable securities of issuers with similar credit ratings.  
 
Mutual funds (level 1):  Valued at the daily closing price as reported by the fund. Mutual funds held by 
the Plan are open-end mutual funds that are registered with the Securities and Exchange Commission. 
These funds are required to publish their daily net asset value (NAV) and to transact at that price. The 
mutual funds held by the Plan are deemed to be actively traded. 
 
Government and agency obligations (level 2):  Valued using pricing models maximizing the use of 
observable inputs for similar securities. 
 
Real estate (level 3):  Investments are comprised of equity interests in partially and wholly owned real 
estate entities and are reflected at their estimated fair values. 
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Additional information related to investments measured at the net asset value (NAV) per share  
(or its equivalent) as of December 31, 2019 and 2018, respectively, is presented on the following tables: 
 

December 31, 
2019 Unfunded Redemption Redemption

Fair Value Commitments Frequency Notice Period

Common stock
Westwood U.S. large cap 2,935,387$       -$                 A Not limited Up to 30 days notice
Westwood U.S. small mid cap 2,749,287         -                  B Not limited Up to 30 days notice

Corporate bonds
Westwood U.S. High Income 3,019,656         -                  C Not limited Up to 30 days notice
Loomis NHIT: multisector 8,529,192         -                  E Daily 4:00 p.m. prior to trade date

Real estate
CDK - various partnerships 7,053,751         -                  F n/a See Note F below
Davis investment ventures 937,931           300,000           H n/a See Note H below

Hedge funds and venture capital
Greenspring alternative invest 3,289,210         480,000           I n/a See Note I below
Glendower alternative invest 2,019,256         3,272,902         I Not limited See Note I below

Reported at net asset value 30,533,670$     4,052,902$       

2018 Unfunded Redemption Redemption
Fair Value Commitments Frequency Notice Period

Common stock
Westwood U.S. large cap 2,333,006$       -$                 A Not limited Up to 30 days notice
Westwood U.S. small mid cap 2,126,742         -                  B Not limited Up to 30 days notice

Corporate bonds
Westwood high yield bond 2,580,024         -                  C Not limited Up to 30 days notice
Westwood short dur H/Y bond 2,912,892         -                  D Not limited Up to 30 days notice
Loomis NHIT: multisector 7,702,096         -                  E Daily 4:00 p.m. prior to trade date

Real estate
CDK - various partnerships 13,801,069       -                  F n/a See Note F below
Davis investment ventures 1,483,419         300,000           G n/a See Note G below
Moriah - various 1,036,124         -                  H n/a See Note H below

Hedge funds and venture capital
Greenspring alternative invest 1,850,979         1,474,500         I n/a See Note I below
Glendower alternative invest 1,109,957         4,003,819         I Not limited See Note I below

Reported at net asset value 36,936,308$     5,778,319$       

 
The Fund seeks to provide long-term growth through capital appreciation and income by investing in 
securities issued by high quality, financially sound domestic companies with market capitalizations 
greater than $5 billion. The fair values of the investments in this type have been determined using the 
NAV per share of the investments. 
 

A. The Fund seeks to provide long-term growth through capital appreciation by investing in foreign 
and domestic common stocks or similar equity securities of high quality, financially secure 
companies listed on principal exchanges that typically fall within the market capitalization range 
of the Russell 2500 Index. The fair values of the investments in this type have been determined 
using the NAV per share of the investments. 
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B. The Fund seeks to provide a high total return, through the compounding of income and 
preservation of principal. Capital appreciation is a secondary objective. The Fund invests 
primarily in a variety of income-producing securities, including high-yield corporate bonds, 
convertible bonds, preferred stock, foreign debt securities and private placements. The fair 
values of the investments in this type have been determined using the NAV per share of the 
investments.  

C. The Fund seeks to provide a consistent level of return, through the compounding of income and 
preservation of principal. The Fund invests primarily in domestic high-yield bonds, notes, 
debentures or similar fixed-income securities. Development of multiple property types as well as 
multifamily projects. The fair values of the investments in this type have been determined using 
the NAV per share of the investments. 

D. The Trust’s investment objective is total return from Bonds and Notes and to outperform the 
Bloomberg Barclays Capital U.S. Government/Credit Index (the “Index”). The fair values of the 
investments in this type have been determined using the NAV per share of the investments. 

E. This type includes investments in 11 real estate funds that develop, own, and operate multiple 
property types as well as multifamily projects, all located in the U.S. The fair values of the 
investments in this type have been determined using the NAV per share (or its equivalent) of the 
Plan’s ownership interest in partners’ capital. These investments can never be redeemed with 
the funds. Distributions from each fund will be received as the underlying investments of the 
funds are liquidated. There is no set redemption schedule for the funds. Because it is not 
probable that any individual investment will be sold, the fair value of each individual investment 
has been determined using the NAV per share (or its equivalent) of the Plan’s ownership interest 
in partners’ capital.  

F. The real estate fund’s investment objective is to acquire and originate debt and equity 
investments in real estate and real estate-related assets, primarily in the northeast U.S. The fair 
value of the investment has been determined using the NAV per share (or its equivalent) of the 
Plan’s ownership interest in partners’ capital. This investment can never be redeemed. 
Distributions from each fund will be received as the underlying investments of the funds are 
liquidated. It is expected that the fund will be liquidated in January 2021. Because it is not 
probable that any individual investment will be sold, the fair value of the investment has been 
determined using the NAV per share (or its equivalent) of the Plan’s ownership interest in 
partners’ capital. 

G. Moriah AM Houston operates multifamily real estate properties in Houston and Austin, Texas 
(2018 only). Moriah Big 22 operates 22 multifamily properties located in 11 cities in Texas and 
Louisiana. Moriah Hospitality operates 2 hospitality properties located in Texas. The fair value of 
the investments has been determined using the NAV per share (or its equivalent) of the Plan’s 
ownership interest in partners’ capital. This investment can never be redeemed. Distributions 
from each fund will be received as the underlying investments of the funds are liquidated. There 
is no set redemption schedule for the funds. Because it is not probable that any individual 
investment will be sold, the fair value of the investment has been determined using the NAV per 
share (or its equivalent) of the Plan’s ownership interest in partners’ capital. 

H. This type includes investments in 3 hedge funds that invest both long and short primarily in  
U.S. private equity, with the goal of investment returns from capital appreciation. The fair values 
of the investments in this type have been determined using the NAV per share of the 
investments. Investments in the Greenspring investments in this type can never be redeemed. It is 
expected the fund will be liquidated in December 13, 2025. Investments in the Glendower 
investment can be redeemed with 30 days’ notice, but only to another limited partner. 
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Note 4.   Net Pension Liability 
 
The components of the net pension liability of the Plan at December 31, 2019 and 2018, were as follows: 
 

2019 2018

Total pension liability 237,690,193$     208,632,239$     
Plan fiduciary net position 84,848,966         80,013,420         

Net pension liability 152,841,227$     128,618,819$     

Plan fiduciary net position as a
  percentage of total pension liabiliy 35.70% 38.35%

 
Actuarial assumptions:  The total pension liability was determined by an actuarial valuation dated as of 
December 31, 2017, using the following actuarial assumptions, applied to all periods included in the 
measurement. Update procedures were used to roll forward the total pension liability from the actuarial 
valuation date to the pension plan's fiscal year-end. 
 

Inflation 3.25%
Salary increases 6.07% per year, compounded annually
Investment rate of return 7.75% net of investment related expenses

 
The actuarial assumptions used in the December 31, 2017, valuation were based on the results of an 
actuarial experience study for the period January 1, 2016 - December 31, 2017. Mortality rates were 
based on the RP-2000 Combined Healthy Mortality Table projected to 2024 by scale AA for males and 
for females (sex distinct) for all three types of mortality: pre-retirement, post-retirement, and  
post-disability.  
 
Discount rate:  The discount rate used to measure the total pension liability as of December 31, 2019 
was 4.37%. This single blended discount rate produced the present value of projected benefits that was 
equivalent to the sum of (a) the present value of benefits through 2043 discounted at the long-term 
expected rate of return of 7.75% and (b) the present value of benefits after 2043 discounted using  
2.74% based on the Bond Buyer Index of general obligation bonds. This method was used in 
accordance with GASB 67, as the amount of the Plan’s fiduciary net position was not projected to be 
greater than or equal to the benefit payments that are projected to be made in that period.  
 
The discount rate as of December 31, 2017 was revised from the December 31, 2015 actuarial valuation 
from 8.00% to 4.84%, as the Plan’s fiduciary net position was not projected to benefit payments, as 
mentioned above. The Plan is currently in the process of preparing a funding soundness restoration plan, 
in accordance with Texas House Bill No. 3310 Section 5. Certain disclosures related to the net pension 
liability were revised in these financial statements to reflect the situation described above.  
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Sensitivity of the net pension liability to changes in the discount rate:  The following presents the net 
pension liability of the Plan at December 31, 2019 and 2018, calculated using the discount rate of  
4.37% and 5.29%, respectively, as well as what the Plan's net pension liability would be  
if it were calculated using a discount rate that is 1 – percentage-point lower (3.37%, 4.29%) or  
1 - percentage-point higher (5.37%, 6.29%) than the rate used for the December 31, 2019 and 2018 
valuation: 
 

Current
1% Decrease Discount Rate 1% Increase

(3.37%) (4.37%) (5.37%)

2019 Plan's net pension liability 185,571,165$     152,841,225$     126,053,540$     

Current
1% Decrease Discount Rate 1% Increase

(4.29%) (5.29%) (6.29%)

2018 Plan's net pension liability 157,428,326$     128,618,819$     105,027,915$     
 

The long-term expected rate of return on pension plan investments was determined using a  
building-block method in which best-estimate ranges of expected future real rates of return  
(expected returns, net of pension plan investment expense and inflation) are developed for each major 
asset class. These ranges are combined to produce the long-term expected rate of return by weighting 
the expected future real rates of return by the target asset allocation percentage and by adding 
expected inflation. Best estimates of arithmetic real rates of return for each major asset class included in 
the pension plan's target asset allocation as of December 31, 2019 and 2018, are summarized in the 
following tables, respectively: 
 

December 31, 2019
Long-Term Expected Allocation to
Real Rate of Return Asset Class*

Domestic equities
Large cap 5.65% 15.00%
Small/mid cap 6.15% 5.00%

International equities
Developed 6.15% 15.00%
Emerging markets 7.65% 5.00%

Fixed income 1.45% 20.00%
Alternatives

Real estate 4.65% 25.00%
Private equity 7.65% 10.00%

Cash 0.00% 5.00%

100.00%

Asset Class
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December 31, 2018
Long-Term Expected Allocation to
Real Rate of Return Asset Class*

Domestic equities
Large cap 5.65% 15.00%
Small/mid cap 6.15% 5.00%

International equities
Developed 6.15% 15.00%
Emerging markets 7.65% 5.00%

Fixed income 1.45% 20.00%
Alternatives

Real estate 4.65% 25.00%
Private equity 7.65% 10.00%

Cash 0.00% 5.00%

*As measured for the December 31, 2017 valuation. 100.00%

Asset Class

 
Note 5.   Risks and Uncertainties 
 
The Plan invests in investment securities. Investment securities are exposed to various risks such as interest 
rate, market, and credit risks. Due to the level of risk associated with certain investment securities, it is at 
least reasonably possible that changes in values of investment securities will occur in the near term and 
those changes could materially affect the amounts reported in the statement of fiduciary net position. 
 
Plan contributions are made and the actuarial present value of accumulated plan benefits are 
reported based on certain assumptions pertaining to interest rates, inflation rates, and employee 
demographics, all of which are subject to change. Due to uncertainties inherent in estimations and 
assumptions process, it is at least reasonably possible that changes in these estimates and assumptions 
in the near term would be material to the financial statements. 
 

Note 6.  Administration 
 
The financial affairs of the Plan are administered by a bank trust department, multiple investment 
managers engaged by the Plan's Board of Trustees, and a plan administrator employed by the Plan. 
Investments are held at a separate institution for safekeeping. The expense of such services, legal, 
actuarial and auditing costs are paid by the Plan. 
 

Note 7.  Subsequent Events 
 
On March 11, 2020, the World Health Organization declared Coronavirus (COVID-19) a pandemic. The 
extent of the operational and financial impact the COVID-19 pandemic may have on the Plan has yet 
to be determined and is dependent on its duration and spread, any related operational restrictions and 
the overall economy. The Plan is unable to accurately predict how COVID-19 will affect the results of its 
operations or the Plan because the virus’s severity and the duration of the pandemic are uncertain. 
Potential impacts include, but are not limited to, additional costs for responding to COVID-19, potential 
shortages of personnel, delays, loss of, or reduction to revenue and overall market decline. 
Management believes the Plan is taking appropriate actions to respond to the pandemic; however, the 
full impact is unknown and cannot be reasonably estimated at the date the financial statements were 
available for issuance. 
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2019 2018 2017 2016 2015 2014
TOTAL PENSION LIABILITY

Service cost 7,068,081$     7,379,188$     4,531,907$     4,336,753$     4,197,602$          3,843,870$     
Interest (includes interest on service cost) 11,146,672     10,263,125     11,265,786     10,654,714     10,022,772          9,442,123       
Differences between expected
  and actual experience -                -                (5,933,150)     -                (800,260)             -                
Changes of assumptions 20,819,579     (9,374,280)     66,944,828     -                1,104,367            -                
Benefit payments, including
  refunds of employee contributions (9,976,378)     (8,609,277)     (8,252,601)     (6,843,836)     (6,684,894)          (6,301,043)     

Net change in total pension liability 29,057,954     (341,244)        68,556,770     8,147,631       7,839,587            6,984,950       

Total pension liability - beginning 208,632,239   208,973,483   140,416,713   132,269,082   124,429,495        117,444,545   

TOTAL PENSION LIABILITY - ENDING (a) 237,690,193$ 208,632,239$ 208,973,483$ 140,416,713$ 132,269,082$      124,429,495$ 

PLAN FIDUCIARY NET POSITION
Contributions - employer 4,307,624$     3,900,148$     3,555,264$     3,582,056$     3,729,857$          3,318,107$     
Contributions - employee 2,755,199       2,339,699       2,113,940       2,129,871       2,258,218            2,055,503       
Net investment income 8,139,508       (7,141,143)     9,949,122       3,106,027       (708,892)             2,747,881       
Benefit payments, including
  refunds of employee contributions (9,976,378)     (8,609,277)     (8,252,601)     (6,843,836)     (6,684,894)          (6,301,043)     
Administrative expenses (390,405)        (230,738)        (279,569)        (251,621)        (211,442)             (222,705)        
Other (2)                  -                3,627             66                  7,118                  3,863             

Net change in plan fiduciary net position 4,835,546       (9,741,311)     7,089,783       1,722,563       (1,610,035)          1,601,606       

Plan fiduciary net position - beginning 80,013,420     89,754,731     82,664,948     80,942,385     82,552,420          80,950,814     

PLAN FIDUCIARY NET POSITION - ENDING (b) 84,848,966     80,013,420     89,754,731     82,664,948     80,942,385          82,552,420     

TOTAL NET PENSION LIABILITY - ENDING (a)-(b) 152,841,227$ 128,618,819$ 119,218,752$ 57,751,765$   51,326,697$        41,877,075$   

Plan fiduciary net position as a percentage of
  the total pension liability 35.70% 38.35% 42.95% 58.87% 61.20% 66.34%

Covered payroll 19,403,712$   17,568,234$   16,014,703$   16,135,387$   17,089,837$        15,559,705$   

Plan net pension liability as a percentage
  of covered payroll 787.69% 732.11% 744.43% 357.92% 300.33% 269.14%

* Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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Schedule of Contributions: 
 

2019 2018 2017 2016 2015 2014

Actuarially determined contribution (1) 6,182,023$     5,597,239$     3,555,264$     3,582,056$     3,729,857$         3,318,107$     

Contributions in relation to the actuarially
  determined contribution 4,307,624       3,900,148       3,555,264       3,582,056       3,729,857           3,318,107       

Contribution deficiency (excess) 1,874,399$     1,697,091$     -$               -$               -$                   -$               

Covered payroll 19,403,712$   17,568,234$   16,014,703$   16,135,387$   17,089,837$        15,559,705$   

Contributions as a percentage of covered payroll 22.20% 22.20% 22.20% 22.20% 21.83% 21.32%

 
(1) For 2019 the actuary did not provide an actuarially determined contribution. The actuary provided a contribution rate that 
would put the plan in compliance with Texas HB 3310 of 31.86%. The actuarially determined contribution reported for 2019 is the 
covered payroll times the 31.86%.  
 
Schedule of Investment Returns: 
 

Annual
Money-Weighted 

Rate of Return
Year Ending Net of Investment

December 31, Expense

2014 3.38%
2015 -0.85%
2016 3.87%
2017 12.28%
2018 -8.07%
2019 10.39%

 
* Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.  
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Valuation date December 31, 2017

Actuarial cost method Entry age

Amortization method Level percentage of payroll contributions

Remaining amortization period RP-2000 Combined Healthy Mortality Tables 
projected by scale AA to 2024.

Asset valuation method 5-year smoothed market

Actuarial assumptions:

Investment rate of return 7.75%

Payroll growth

Inflation 3.25%

Cost-of-liv ing adjustments None

Salary increases

Retirement age Average expected age of 53.2

Mortality

4.00%, reflecting future department growth 
and a competitive pay environment

RP-2000 Combined Healthy Mortality 
Tables projected by scale AA to 2024.

3.5% general annual compensation 
increase plus an average of 2.57% per 
year for pay increase due to promotions 

 
Changes in Actuarial Assumptions 
 
The Plan changed to a new actuary in 2017. The new actuary revised the 2017 net pension liability using 
the discount rate rather than the long term expected rate of return (7.75% to 4.84%). In 2019, the 
discount rate changed from 5.29% to 4.37%, the long term expected rate of return on investments 
assumption stayed consistent at 7.75% and the aggregate payroll increase assumption changed from 
4.00% to 3.50%.  


