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he Sierra
Vista Herald
is absolutely

correct in calling for
reform of the state’s
public safety pension
system, PSPRS. Still, as
chairman of the PSPRS
Board of Trustees, I
believe it is helpful to
emphasize how PSPRS
has led the efforts to
provide needed reform
and relief for our system
and local governments.

Fifteen years ago,
pension reform
wasn’t an issue.
Investment returns
were consistently high,
the public safety trust
was flush with cash
while contributions
levels remained low for
government employers
and employees alike. The
first pushes for reform
came from PSPRS as a
result of the “dot.com”
crash in the early 2000s
when it became clear
the system would need
a change in state law to
be able to invest in asset
classes beyond publicly
traded stocks and other
domestic options to
provide stability to the
fund.

This change sought
by PSPRS was signed
into law in 2008,
which also marked the
introduction of the Great
Recession that produced
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devastating effects that
are still felt today. The
public safety pension
system’s most visible
recession scar is its low
funding ratio, as the $8.2
billion value of our fund
is able to cover half of
the pension obligations
for the state’s retired
and active public safety
employees.

However, recession
alone did not leave the
system with a depleted
funding level. The
mechanism written in
state law for providing
mandatory increases
to retirees’ pensions
has had the effect of
slowing fund recovery
to a crawl. Fixing this
well-intentioned but
defective law known as
the permanent benefit
increase was the second-
prong of our reform
efforts, which were
ultimately signed into
law in 2011.

It is important to
note that these money-
saving changes to the
public safety pension
trust did not occur in
spite of PSPRS. They
happened because
PSPRS and the system’s
beneficiaries, primarily
public safety employees,

sought sustainability

for the fund to provide
retirement, disability
and survivor benefits
for tens of thousands of
Arizonans for decades to
come.

The savings potential
provided by the law,
Senate Bill 1609, was
made evident when
PSPRS was successfully
sued to overturn reforms
that capped increases
for current retirees. In
an instant, PSPRS was
forced to retroactively
repay hundreds of
millions of dollars saved
by the law to existing
retirees. Today, PSPRS
is also defending from
a lawsuit that seeks to
reverse modest benefit
increase reforms for
employees who have yet
to retire.

In addition to pushing
for reforms and litigating
to defend them, PSPRS,
contrary to popular
notion, has done an
exemplary job creating
a portfolio that provides
performance and
stability.

Within only a handful
of years after asset
allocation changes it
gained in 2008, PSPRS
has literally risen to
an elite performing
investment trust from
the bottom 25 percent of

all U.S. pension funds
valued at greater than

$1 billion. It’s low-risk
investment strategy

— a necessity due to

low funding levels — is
even being replicated by
pensions with far greater
tolerance for risk.

While this is great
news on paper, PSPRS
continues to share
hardships affecting cities
and towns like Bisbee.
Within the past 15 years,
Bisbee has gone from
having its public safety
obligations nearly 100
percent funded to barely
being able to cover the
minimum payments.

At the same time,
average annual pension
payments to Bisbee
PSPRS retirees have
doubled.

Despite the roadblocks
reform efforts have hit
in prior years, we aren’t
simply waiting and
hoping for the best.

PSPRS staff is
actively advising reform
negotiators, pressing
upon state lawmakers
the need for reform
and seeking secure
investments to protect
our member employers
and employees.
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