Dear Pensi on Menber:

Encl osed is your 1996 pension statenent, and an estimate of your normal age
and service retirement benefits. The

statenment shows your account's activity and the beneficiary(s) you have
chosen. If no beneficiary(s) is listed, at your

deat h, your spouse (if any) is automatically your primary beneficiary. The
benefit estimate assunes a 3% annua

sal ary increase and a 7% annual return rate on assets.

As of the end of 1996, the pension system had 564 (538 in 1995) active
menbers and 252 (256 in 1995) retired

nmenbers. During 1996, the pension paid nmonthly benefits totalling $2,859, 243
(%2, 205,636 in 1995) and 13th Check

"COLA" benefits of $184,606 ($169, 149 in 1995).

In the past, the pension has worked for the "Od Fire" pensioners (47 of our
252 retired nmenbers) by raising their

m ni rum nmont hly benefits and including themin the COLA program even though
t he Fi nance Departnent controlled

the plan. Early in 1996 it was estinmated the assets of that plan would be
exhausted in |l ess than three years. To

protect its retirants, the plan's assets and liabilities were nmerged into the
Police and Fire Pension on Septenber 1,

1996.

To comply with Governmental Accounting Standards Board rules 25 and 27, the
pensi on changed its accounting

met hod fromeffective level yield carrying cost to a market val uation nethod.
This will inpact enployees by way of the

interest rate credited to their accounts. Under the previous accounting
met hod there was no possibility an enpl oyee's

account value woul d decrease. That possibility now exi sts because market
val ues can decline. Enployees should

expect nore variation in the returns posted to their accounts in the com ng
years.

It is never to early, or late, to start planning for your financial future.
Ot her savings vehicles offered by the City are the

Credit Union, the Deferred Conpensation Plan and the Payroll Deduction
I nvestnent Plan. Using deferred

conpensati on, nmenbers can annually invest the |esser of 1/4 of their wages or
$7500, earn interest, and defer paying

taxes on both until they take noney out of the plan. The Anerican Funds
Payrol | Deduction |Investnment Plan, another

way to save, is still going strong. City enployees can invest in any
Ameri can Funds nutual fund, at no sal es charge,

t hrough payroll deduction. This plan now has 151 participants and an annua
i nvestment of over $260,000. Consider

taki ng advantage of the City's Deferred Conpensation Plan and the Payrol
Deducti on I nvestment Pl an.

I wish all of you, and your fanmlies, the best in 1997. Please call ne, or
ny assistant, Paul Lutonski (441-8749), for
nore information on any of the topics nentioned in this letter

Respectful |y,

John E. Cripe
Conpensati on Manager



