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The first step to solving any crisis is sounding the alarm. From the beginning, the Public Safety
Personnel Retirement System has been doing exactly that concerning a serious problem that is
not getting the attention it deserves — the financial crash facing Arizona’s Elected Officials
Retirement Plan, also known as EORP.

As chairman of the PSPRS Board of Trustees, let me again be clear in addressing this looming
crisis: Unless the Legislature takes action, EORP will go broke within nine years.

Right now, EORP’s unfunded liabilities — pension payments owed to active and retired
legislators, judges and other elected officials — comes to $700 million. Ultimately, taxpayers will
be on the hook if the fund can’t pay its bills.

The problem? EORP is closed to new members.

This crisis is rooted in the Dot Com industry and housing market crashes, but also with a 2013
legislative decision. Back then, legislators voted to close EORP to new members, instead placing
all elected officials into the newly created Elected Officials Defined Contribution Plan or into the
Arizona State Retirement System. When they closed the plan, they also voted to stop using
actuarial valuations to determine employers’ annual contribution rates. Instead of using variable
contribution rates to ensure that EORP would reach full funding, legislators voted to create a
static and insufficient employer contribution rate of 23.5 percent of members’ salaries.

The result? Despite a legislative mandate to send about $14 million annually to EORP in
appropriations and court fees, the fund simply doesn’t have enough money coming in to invest
its way to fiscal health. That lack of funding — coupled with massive repayment bills created by
reforms being ruled unconstitutional by the courts — has EORP poised to collapse.

A fix lies with lawmakers. Will they do it?
What can be done to avert this crisis?
That rests with the Legislature. In 2016, led by public safety organizations, Governor Doug

Ducey, the Reason Foundation, and a bipartisan coalition of legislators, the Legislature made
meaningful reforms to the retirement plan serving police officers and firefighters. Arizona voters



passed Proposition 124 in a landslide. Given time to work, those changes will make PSPRS
sustainable.

When it comes to EORP, the PSPRS Board of Trustees last year formed a subcommittee tasked
with finding solutions to the crisis. The most effective of those various strategies considered, as
agreed upon by independent actuaries and the Arizona Auditor General’s office: The Legislature
should consider an increase in employer contribution rates by returning to a variable rate and/or
enacting a supplemental appropriation to EORP’s current revenue trickle.

This crash can absolutely be avoided.

There are proposals to fix EORP under consideration at the Legislature now. It is critical that
reforms become law, including a proposal to move EORP from an investment earnings-based
pension increase formula to a cost-of-living-adjustment based on regional inflation.

Our experts tell us that unless EORP’s static contribution rate is scrapped, the fund will fail. This
would raise costs and budget pressure for government entities around the state. The longer this
crisis goes unaddressed, the more it will cost Arizona governments and taxpayers.

The sooner these proposals are adopted, the sooner this crisis can be resolved. The alternative is
a fatal crash that, in hindsight, absolutely could have been avoided.

Brian Tobin, a Phoenix firefighter since 1983, has been chairman of the PSPRS Board of
Trustees since 2010. Follow PSPRS on Twitter at @PSPRSAZ.



