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The Purpose of the Public Safety Personnel Retirement System is to provide uniform, consistent, and 
equitable statewide retirement programs for those who have been entrusted to our care. 

 
This is accomplished through our Guiding Principles where 

 
 A spirit of Gratitude inspires all of our actions, 

thereby fostering a culture of unparalleled service to others through which growth is nurtured,  
progress is developed, and results are achieved. 

 
Trust is engendered by transparency of our decisions and accountability for our actions as measured 

against sound expectations. 
 

We recognize that Respect for the individual strengthens the whole and is only earned by genuinely 
understanding and fulfilling the needs of others through appropriate, timely and clear communication 

and education. 
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September 13, 2023 
 
PSPRS and CORP Employers 
PSPRS and CORP Local Board Members 
 
Dear Local Board Members and Employers: 
 
The Administrator of the Public Safety Personnel Retirement System (PSPRS) respectfully submits the 
Twenty-fifth Annual Financial Report of the Public Safety Cancer Insurance Policy Program (PSCIPP) for 
the fiscal year ended June 30, 2022. 
  
We are committed to providing the best possible cancer insurance program based upon the contributions 
received from the employers, employees and retired members.  In this regard, the cancer insurance pro-
gram, which began July 1, 2000 operates as a self-insured program.  The contributions received are invest-
ed separately from the PSPRS Trust, but with the same prudence and care.   
  
The PSCIPP has undergone various changes and enhancements over its life per Board of Trustee (Board) 
direction or legislative action.  PSPRS continues to research the long term effects of contribution rates and 
and/or increasing benefits to ensure sufficient assets are available to fund the approved benefits for our 
members. 
  
Contributions received from the participating employer groups were $1.527 million in fiscal year 2022.  
Benefits paid were $1.818 million, an increase of 41.96% from the $1.281 million paid in the previous fis-
cal year.  Fiduciary net position decreased 12.77% from the fiscal year 2021 balance of $30.697 million to 
$26.777 million in fiscal year 2022.   
 
We sincerely appreciate the opportunity of serving the State of Arizona and its political subdivisions. 
 
 
Respectfully submitted, 

 
 
 
 

Michael F. Townsend 
Administrator 
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FINANCIAL SECTION 

The Public Safety Cancer Insurance Policy Program’s 
(PSCIPP) management’s discussion and analysis (MD&A) is 
designed to assist the reader in focusing on significant fi-
nancial issues, provide an overview of the PSCIPP’s finan-
cial activity, identify changes in the PSCIPP’s financial posi-
tion and identify any issues or concerns.  Since the Man-
agement’s Discussion and Analysis is designed to focus on 
the current year’s activities, resulting changes and current-
ly known facts, it is intended to be read in conjunction with 
the Financial Statements and Notes to the Financial State-
ments. 
 
FINANCIAL HIGHLIGHTS 
Key financial highlights for FY2022 are as follows: 
• The PSCIPP had a total rate of return (net of fees) of         

-11.28% this fiscal year.   
• Cancer insurance benefits paid totaled $1.818 million for 

the current fiscal year, compared to $1.281 million for 
the previous fiscal year.  This represents a 41.96% in-
crease from the prior fiscal year.   

• The Public Safety Personnel Retirement System adminis-
ters the PSCIPP and an allocation of expenses incurred 
by the System is charged to the PSCIPP.  The allocated 
expenses for the current fiscal year totaled $124,056.  
The PSCIPP is authorized to use up to 10% of total re-
ceipts to pay the costs of administering the PSCIPP. 

 
OVERVIEW OF THE FINANCIAL STATEMENTS 
Using this Annual Financial Report  
This annual report consists of a series of financial state-
ments and notes to those financial statements.  These 
statements are organized so the reader can understand the 
PSCIPP as an operating entity.  The statements and notes 
also provide a more detailed look at specific financial activ-
ities.  
 
Statement of Fiduciary Net Position  
This statement reports assets, deferred outflows of re-
sources, liabilities, deferred inflows of resources and the 
resulting fiduciary net position available at the end of the 
fiscal year.  It is a snapshot of the financial position of the 
program at that specific point in time. 
 
Statement of Changes in Fiduciary Net Position 
This statement summarizes the PSCIPP’s financial transac-
tions that have occurred during the fiscal year.  It details 
the change that has occurred from the prior year’s fiduci-
ary net position on the Statement of Fiduciary Net Position.  
Both of these statements include all assets and liabilities of 
the PSCIPP using the accrual basis of accounting.  Over 
time, increases or decreases in the fiduciary net position 
are one indicator of the financial health of the PSCIPP. 
 
Notes to the Financial Statements 
The notes provide additional information that is essential 
to a full understanding of the data provided in the financial 

statements.  The notes include a description of the plan, a 
summary of significant accounting policies, and infor-
mation about the contribution requirements, cash and in-
vestments, capital assets, employee retirement plan 
through ASRS, and subsequent events.  The notes can be 
found immediately following the Statement of Fiduciary 
Net Position and the Statement of Changes in Fiduciary Net 
Position. 
 
FINANCIAL ANALYSIS OF THE PSCIPP 
The schedules that follow on pages 14 and 15 present com-
parative summary financial statements for fiscal year 2022 
in comparison with results for fiscal year 2021.  Following 
each schedule is a brief summary of the significant changes 
noted in the schedules. 
 
REQUEST FOR INFORMATION 
This report is designed to provide a general overview of 
the Public Safety Cancer Insurance Policy Program financ-
es.  Questions concerning any of the information provided 
in this report or requests for additional financial infor-
mation should be addressed to:  Public Safety Personnel 
Retirement System, 3010 E. Camelback Road, Suite 200, 
Phoenix, AZ  85016. 

MANAGEMENT’S DISCUSSION & ANALYSIS 
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SUMMARY COMPARATIVE STATEMENTS OF FIDUCIARY NET POSITION 

 2022 2021 $ CHANGE % CHANGE 

Cash and Short-Term Investments $                   2,641,094 $                1,398,504 $                      1,242,590 88.85% 

Total Receivables 4,560 227,077 (222,517) (97.99)% 

Total Investments 25,248,862 29,919,070 (4,670,208) (15.61)% 

Securities Lending Collateral 5,180,935 6,041,470 (860,535) (14.24)% 

Net Capital Assets 7,261 - 7,261 100.00% 

Total Assets 33,082,712 37,586,121 (4,503,409) (11.98)% 

Deferred Outflows of Resources 4,688 - 4,688 100.00% 

Accrued Accounts Payable 1,112,421 847,157 265,264 31.31% 

Securities Lending Collateral  5,180,935 6,041,470 (860,535) (14.24)% 

Net Pension and OPEB Liabilities 12,197 - 12,197 100.00% 

Total Liabilities 6,305,553 6,888,627 (583,074) (8.46)% 

Deferred Inflows of Resources 4,701 - 4,701 100.00% 

Fiduciary Net Position $                 26,777,146 $              30,697,494 $                   (3,920,348) (12.77)% 

Summary Comparative Statements of  
Fiduciary Net Position Analysis 
 
The total fiduciary net position held in trust for benefits at 
June 30, 2022 was $26.777 million, a 12.77% decrease 
from the $30.697 million at June 30, 2021.  This is evi-
denced by the Public Safety Cancer Insurance Policy Pro-
gram’s decreased total investments.  Total investments at 
June 30, 2022 were $25.249 million, a 15.61% decrease 
from $29.919 million               

 
 
 
at June 30, 2021.  This decrease results from the fiscal year 
total fund performance for PSCIPP being -11.28%, net of 
fees. 
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 2022 2021 $ CHANGE % CHANGE 

ADDITIONS         

Total Contributions $                 1,526,814 $                 1,558,961 $                     (32,147) (2.06)% 

Net Investment Income/(Loss) (3,504,944) 5,623,563 (9,128,507) (162.33)% 

Total Additions (1,978,130) 7,182,524 (9,160,654) (127.54)% 

DEDUCTIONS     

Insurance Benefits Paid 1,818,162 1,280,747 537,415 41.96% 

Administrative Expenses 124,056 84,426 39,630 46.94% 

Total Deductions 1,942,218 1,365,173 577,045 42.27% 

Net Increase (Decrease) In Fiduciary Net Position (3,920,348) 5,817,351 (9,737,699) (167.39)% 

Balance Beginning of Year - July 1 30,697,494 24,880,143 5,817,351 23.38% 

Balance End of Year - June 30 $               26,777,146 $               30,697,494 $                (3,920,348) (12.77)% 

SUMMARY COMPARATIVE STATEMENTS OF CHANGES IN FIDUCIARY NET POSITION 

Summary Comparative Statements of Changes in  
Fiduciary Net Position Analysis 
 
Administrative Expenses were $124,056 and total contri-
butions were $1.527 million for fiscal year 2022 compared 
to $1.559 million for fiscal year 2021.  For fiscal year 2022, 
the PSCIPP recognized a net investment loss of $3.505 mil-
lion which compares to net investment income of $5.624 
million in the previous fiscal year.  Market conditions dete-
riorated steadily during the second half of the fiscal year 
due to market volatility resulting from regional geopoliti-
cal and Federal Reserve policy to fight inflation, resulting 
in a net investment loss.   
 

 
 
 
Deductions from the PSCIPP’s fiduciary net position held in 
trust for insurance benefits consist primarily of benefit 
payments and administrative expenses.  For fiscal year 
2022, these deductions totaled $1.942 million, an increase 
of 42.27% from the $1.365 million paid during fiscal year 
2021.  
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The assets of the PSCIPP are managed by the Board of 
Trustees and staff of the PSPRS.  Beginning in FY2007 and 
continuing into FY2022, the Board of Trustees adopted a 
slightly more diversified asset allocation policy and began 
an asset management restructuring.  At June 30, 2022, the 
PSCIPP held $27.889 million in its portfolio.  The fiscal year 
2022 total fund performance for PSCIPP was -11.28%, net 
of fees, versus a benchmark rate of return of -12.25%.   

INVESTMENT ACTIVITIES 

ASSET ALLOCATION 
JUNE 30, 2022 

ASSET CLASS 

 FAIR VALUE PER 

FINANCIAL STATEMENTS  

ACTUAL ASSET ALLOCATION  

(% OF FAIR VALUE)  

U.S. Equity $                     6,507,579 23.33% 

Non-U.S. Equity 6,275,570 22.50% 

Fixed Income 7,953,062 28.52% 

Treasury Inflation-Protected Securities 2,808,907 10.07% 

Commodities 1,703,744 6.11% 

Cash and Short-Term  Investments1 2,641,094 9.47% 

Total  $                   27,889,956 100.00% 

1 Includes $427,173 of Operating Cash 
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STATEMENT OF FIDUCIARY NET POSITION 

 AS OF JUNE 30, 2022 

ASSETS   

 Cash and Short-Term Investments  $                 2,641,094 

    

RECEIVABLES   

 Employer Contributions 3,365 

 Other Receivables                          1,195  

  Total Receivables                          4,560       

    

INVESTMENTS MEASURED AT FAIR VALUE   

 U. S. Equity 6,507,579 

 Non - U. S. Equity 6,275,570 

 Fixed Income 7,953,062 

 Treasury Inflation-Protected Securities 2,808,907 

 Commodities                   1,703,744 

  Total Investments                 25,248,862 

    

 Securities Lending Collateral                  5,180,935 

    

CAPITAL ASSETS, AT COST, NET OF DEPRECIATION  

 Work In Progress 7,261 

    

TOTAL ASSETS                 33,082,712 

DEFERRED OUTFLOWS OF RESOURCES                          4,688      

    

LIABILITIES  

 Accrued Accounts Payable (including incurred but not reported claims) 1,112,421 

 Securities Lending Collateral Payable 5,180,935 

 Net Pension and OPEB Liabilities                        12,197 

 Total Liabilities                   6,305,553 

DEFERRED INFLOWS OF RESOURCES                          4,701      

    

FIDUCIARY NET POSITION HELD IN TRUST FOR INSURANCE BENEFITS $               26,777,146 

* The accompanying notes are an integral part of these financial statements. 
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STATEMENT OF CHANGES IN FIDUCIARY NET POSITION 

FOR THE YEAR ENDED JUNE 30, 2022 

ADDITIONS   

Contributions  $              1,526,814 

    

Investment Income  

 From Investing Income:  

 Net Appreciation (Depreciation) in Fair Value of Investments (4,312,741) 

 Dividends  789,294 

 Other Income (Loss) (1,717) 

   

 From Securities Lending Activities:  

 Securities Lending Income  11,570 

 Borrower Rebates  26,040 

 Agents Share of Income                     (5,639) 

 Net Securities Lending Income 31,972 

   

  Total Investment Income/(Loss) (3,493,192) 

    

 Less Investment Expense                  (11,752) 

  Net Investment Income/(Loss) (3,504,944) 

    

  Total Additions/(Reductions) (1,978,130) 

    

DEDUCTIONS  

 Insurance Benefits Paid 1,818,162 

 Administrative Expenses 124,056 

  Total Deductions 1,942,218 

    

NET INCREASE/(DECREASE) IN FIDUCIARY NET POSITION (3,920,348) 

    

FIDUCIARY NET POSITION HELD IN TRUST FOR INSURANCE BENEFITS  

 Beginning of Year, July 1 30,697,494 

 End of Year, June 30 $            26,777,146 

* The accompanying notes are an integral part of these financial statements. 
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NOTE 1:  PLAN DESCRIPTION 
 
ORGANIZATION 
The State of Arizona Public Safety Cancer Insurance Policy 
Program (PSCIPP) is a multiple-employer cancer insurance 
program established by Title 38, Chapter 4, Article 3 of the 
Arizona Revised Statutes (A.R.S), to provide cancer insur-
ance benefits for active and retired firefighters, peace offic-
ers and correction officers of certain state and local gov-
ernments.  The Board of Trustees of the State of Arizona 
Public Safety Personnel Retirement System (PSPRS) ad-
ministers the Program. 
 
Responsibility for the Program is vested in a Board of 

Trustees, which is comprised of nine-members.  Two mem-

bers are appointed by the President of the Senate; two are 

appointed by the Speaker of the House of Representatives; 

and five are appointed by the Governor.  The Board of 

Trustees delegates investment decisions to the Adminis-

trator, who delegates to the Chief Investment Officer (CIO).  

The CIO makes investments in accordance with the 

“Prudent Man” rule.  Additionally, the Board responsible 

for setting contribution rates and the general protection 

and administration of PSCIPP. 

 

The PSCIPP provides cancer insurance covering active fire 

fighters and peace officers of participating employers.   

Beginning July 1, 2014, members of Correction Officers 

Retirement Plan (CORP) became eligible to join the plan 

when the employer chooses to participate. Benefits begin 

upon the date of membership in the PSPRS or CORP 

(excluding pre-existing conditions).  Retired members re-

main eligible for coverage for five months for every year of 

credited service accumulated toward retirement under the 

PSPRS.  A retired member whose eligibility is expiring may 

continue to remain eligible for coverage if benefits were 

received before retirement or diagnosed with cancer sub-

sequent to retirement coupled with an election and annual 

predetermined premium payment.  CORP members must 

make an irrevocable election to participate in the program 

and pay a predetermined annual amount to continue eligi-

bility under this plan. 

 

Effective July 1, 2000, the program became self-insured.  

The insurance policy is designed by the program adminis-

trators and underwritten by the assets of the Public Safety 

Cancer Insurance Policy Program account established by 

A.R.S. § 38-643.  All claims are submitted to PSPRS admin-

istration for adjudication.  A complete Schedule of Revised 

Benefits is available on the PSPRS website:   

www.psprs.com/forms--resources/members 

 

 
 
The PSCIPP relies on funding from various employers who 
are members of the PSPRS, CORP employees who elect to 
be covered and retirees who elect to receive continued cov-
erage by notifying PSPRS prior to exhausting their earned 
coverage period and paying the determined annual fee.   
 
BENEFITS 
The insurance policy provides benefits to all active and 
limited retired fire fighters, peace officers and correction 
officers.  The program is a supplemental insurance plan for 
hospitalization, surgery, radiology and chemotherapy, a 
daily care benefit for hospice and skilled nursing facility, 
and other cancer related illness benefits. There is a 
$15,000 first diagnosis occurrence benefit, a $500 skin 
cancer first occurrence benefit with a lifetime maximum of 
$2,500 and a death benefit of $10,000.  The overall lifetime 
maximum for all covered benefits is $100,000.  The pro-
gram is self-insured, benefits are ultimately limited to the 
available assets in the PSCIPP account, and those benefits 
may be reduced or eliminated at any time upon Board of 
Trustee approval. 
 
CONTRIBUTIONS 
The current fiscal year annual contribution rate remains at 
$50 which was initially set beginning July 1, 2012.  Previ-
ous annual contribution rates ranged from $75 to a high of 
$180 before the current rate was set. 
 
NOTE 2:  SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES AND PLAN ASSET MATTERS 
 
BASIS OF ACCOUNTING 

These financial statements are prepared using the accrual 
basis of accounting and are prepared in conformity with 
accounting principles generally accepted in the United 
States of America (GAAP) for governmental units.  Employ-
er contributions are recognized when due, pursuant to 
statutory requirements.  Benefits are paid when claims 
have been properly submitted and approved.  Expenses 
are recorded when liabilities are incurred. 
 
Furniture, fixtures and equipment purchases costing 
$50,000 or more, when acquired, are capitalized at cost.  
Improvements, which increase the useful life of the prop-
erty, are also capitalized. 
 
ESTIMATES 
The preparation of financial statements in conformity with 
GAAP requires management to make estimates and as-
sumptions that affect the reported amounts of fiduciary 
net position held in trust for insurance benefits.  Actual 
results could differ from those estimates. 

NOTES TO THE FINANCIAL STATEMENTS 
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INCURRED BUT NOT REPORTED 
In the accompanying financial statements, insurance bene-
fit expenses include paid claims, received but unpaid 
claims, and an estimate made by management for incurred 
but not reported (IBNR) claims.  These IBNR claims in-
clude charges by health care providers for eligible member 
services rendered for which claims have not yet been sub-
mitted.  The estimates for IBNR claims are developed using 
historical data for payment patterns and other relevant 
factors that are continually reviewed by management. 
 
METHOD USED TO VALUE INVESTMENTS 
PSCIPP investments are reported at fair value.  Fair values 
are determined as follows:  Short-term investments are 
reported at cost which approximates fair value.  Equity 
securities are valued at the last reported sales price.  
Fixed-income securities, including Treasury Inflation-
Protected Securities, are valued using the last reported 
sales price or the estimated fair market value as deter-
mined by fixed-income broker/dealers.  Commodities are 
valued at their respective market price, which is updated 
daily. 
 
Statutes enacted by the Arizona Legislature authorize the 
Board of Trustees to make investments in accordance with 
the “Prudent Man” rule.  Pursuant to A.R.S. §38-848.I, the 
Board of Trustees is not limited to so-called “Legal Invest-
ments for Trustees”.   
 
In making every investment, the board shall exercise the 
judgment and care under the circumstances then prevail-
ing which men of ordinary prudence, discretion and intelli-
gence exercise in the management of their own affairs, not 
in regard to speculation but in regard to the permanent 
disposition of their funds, considering the probable income 
from their funds as well as the probable safety of their cap-
ital. 
 
 
NOTE 3:  CASH AND INVESTMENTS 
 
Custodial credit risk for deposits is the risk that in the 
event of a bank failure, the PSCIPP’s deposits may not be 
returned.  The deposits are held in two financial institu-
tions with a balance of up to $250,000 (permanently guar-
anteed as of July 21, 2010) insured by the Federal Deposit 
Insurance Corporation (FDIC).   
 
All monies shall be secured by the depository in which 
they are deposited and held to the same extent and in the 
same manner as required by the general depository law of 
the state.  Cash balances represent both operating and cash 
accounts held by the bank and investment cash on deposit 
with the investment custodian.  All deposits are carried at 
cost plus accrued interest.  The following table is a sched-
ule of the aggregate book and bank balances of all cash 
accounts as of June 30, 2022: 

 

 
The PSCIPP’s investments are reported at fair value.  The 
PSCIPP does not value any non-publicly traded assets.  All 
of the PSCIPP non-publicly traded assets are managed by 
external managers, who value the investments under their 
management in accordance with their established valua-
tion policies.  Short-term investments are reported at cost 
plus accrued interest.  The PSCIPP categorizes its fair value 
measurements for investments within the hierarchy estab-
lished by generally accepted accounting principles.  The 
fair value hierarchy, which has three levels, is based on the 
valuation inputs used to measure an asset’s fair value.   
 
The categorization of investments within the hierarchy is 
based upon the pricing transparency of the instrument and 
should not be perceived as the particular investment’s risk. 
 

• Level 1 – Unadjusted quoted prices for identical instru-
ments in active markets. 

• Level 2 – Quoted prices for similar instruments in active 
markets; quoted prices for identical or similar instru-
ments in markets that are not active; and model-derived 
valuations in which all significant inputs are observable. 

• Level 3 – Valuations derived from valuation techniques 
in which significant inputs are unobservable. 

 
Investments that are measured at fair value using the net 
asset value per share (or its equivalent) as a practical ex-
pedient are not classified in the fair value hierarchy. 
 

Level 1 debt and equity securities are valued based on 

prices quoted in active markets for those securities.  Level 

2 securities are valued using a matrix pricing technique 

that values securities based on their relationship to bench-

mark quoted prices.  Level 3 securities, whose stated mar-

ket prices are unobservable by the market place, are priced 

by the investment manager or General Partner using dis-

counted cash flow techniques.    

NOTES TO THE FINANCIAL STATEMENTS 

 BOOK BALANCE BANK BALANCE 

Deposits with banks  $           427,173 $          427,173 

Short-term investment 

funds held at custodial bank 

2,213,921 2,213,921 

Total Deposits $        2,641,094 $       2,641,094 



21 Annual Financial Report 

FINANCIAL SECTION 

The PSCIPP had the following investments measured at 

fair value at June 30, 2022 (comprised of all Level 1 invest-

ments): 

 
CUSTODIAL CREDIT RISK 
Custodial Credit Risk is the risk that PSCIPP will not be 
able (a) to recover deposits if the depository financial in-
stitution fails or (b) to recover the value of the investment 
or collateral securities that are in the possession of an out-
side party if the counterpart to the investment or deposit 
transaction fails.  As of June 30, 2022, PSCIPP has no fund 
or deposits that were not covered by depository insurance 
or collateralized with securities held by our banks’ trust 
department or agent.  Nor does PSCIPP have any invest-
ments that are not registered in the name of PSCIPP or the 
PSPRS Trust, and are either held by the counterpart or the 
counterpart’s trust department or agent.  PSCIPP cash is 
not collateralized by Wells Fargo, but is covered by the 
State Treasurer’s Statewide Pooled Collateral Program. 
 

CREDIT RISK 
Credit Risk is the risk that an issuer or other counterparty 
to an investment will not fulfill its obligation to the PSCIPP.  
As of June 30, 2022, the PSCIPP’s fixed income assets were 
invested in well-diversified bond index ETFs.  These fixed 
income assets did not have a credit quality rating as of June 
30, 2022. 
 

CONCENTRATION OF CREDIT RISK 
Concentration of credit risk is the risk of loss that may be 
attributed to the magnitude of a government’s investment 
in a single issue.  All of the assets of PSCIPP are held in cash 
management funds, index funds or Exchange Traded Funds 
(ETFs).  No single entity holds more than 5% of the portfo-
lio.  Therefore, there is no concentration of credit risk. 
 

INTEREST RATE RISK 
Interest rate risk is the risk that changes in interest rates 
will adversely affect the fair value of an investment.  This 
risk is managed within the portfolio by investing in liquid, 
index-based bond ETFs in both the US and Global markets. 
 
FOREIGN CURRENCY RISK 
Foreign currency risk is the risk that changes in exchange 
rates will adversely impact the fair value of an investment.  
PSCIPP’s foreign currency risk resides with the interna-
tional ETF funds comprising about 35.18% of the portfolio.  
This consists of 22.50% in foreign equity, 11.91% in for-
eign fixed income, and 0.77% in foreign commodities.  This 
allows external managers to decide what action to take 
regarding their respective fund’s exposures. 
 

DERIVATIVES 
There were no investments in derivatives during the Fiscal 
Year ending June 30, 2022. 
 

SECURITY LENDING PROGRAM 
The PSCIPP is party to a securities lending agreement with 
a bank.  The bank, on behalf of the PSCIPP, enters into 
agreements with brokers to loan securities and have the 
same securities returned at a later date.   
 

The loans are fully collateralized by cash and securities.  
Collateral is marked-to-market on a daily basis.  Non-cash 
collateral can be sold only upon borrower default.  The 
program requires collateral of at least 102% of the fair 
value of the loaned U.S. securities and 105% of the fair val-
ue of the loaned Non U.S. securities, plus any applicable 
accrued interest in the case of debt securities.  Securities 
on loan are carried at fair value.    
  
As of June 30, 2022, the fair value of securities on loan was 
$5,072,129 and the collateral received was $5,180,935, 
comprised of $5,180,935 in cash and $0 in securities.  The 
PSCIPP receives a negotiated fee for its loan activities and 
is indemnified for broker default by the securities lending 
agent.  The PSCIPP participates in a collateral investment 
pool.  All security loans may be terminated on demand by 
either the lender or the borrower. 
  
Cash collateral received shall be held and maintained by 
the lending agent in a separately managed cash collateral 
account.  The weighted average life of investments in the 
collateral account shall not exceed 120 days.  At June 30, 
2022, the weighted average maturity (to the next reset 
date) was 1 day.  To maintain liquidity, a minimum of 10% 
of the loan portfolio must be invested in overnight (one 
day) instruments.  Since the majority of securities loans 
are made on an overnight basis, there is usually a differ-
ence between the weighted average maturity of the invest-
ments made with the cash collateral provided by the bor-
rower and the maturities of the securities loans.   

NOTES TO THE FINANCIAL STATEMENTS 

INVESTMENTS MEASURED AT FAIR VALUE 

 FAIR VALUE LEVEL 1 LEVEL 2 LEVEL 3 

Commodities     

US Commodities $    1,487,610 $    1,487,610 $              - $          - 

Non US Commodities 216,134 216,134 - - 

   Total Commodities 1,703,744 1,703,744 - - 

     

Equity     

US Equity 6,507,579 6,507,579 - - 

Non US Equity 6,275,570 6,275,570 - - 

   Total Equity 12,783,149 12,783,149 - - 
     

Fixed Income     

US Fixed Income 4,631,801 4,631,801 - - 

Non US Fixed Income 3,321,261 3,321,261 - - 

   Total Fixed Income 7,953,062 7,953,062 - - 

     
Treasury Inflation-

Protected Securities 
2,808,907 2,808,907 - - 

     

Total Fair Value $  25,248,862 $  25,248,862 $              - $          - 
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At June 30, 2022, the PSCIPP had no credit risk exposure 
because the associated value of the collateral held exceed-
ed the value of the securities loaned. 

 
NOTE 5:  CAPITAL ASSETS  
 
Capital assets are stated at cost, and depreciable assets are 
depreciated using the straight-line method over the esti-
mated life of the asset.  Repairs and maintenance are 
charged to expense as incurred.  Since the capital assets 
are not yet in service for PSCIPP, depreciation expense for 
the year ended June 30, 2022 was $0.  
 
The following table is a schedule of the capital asset ac-
count balances as of June 30, 2022, and changes to those 
account balances during the year ended June 30, 2022.  

 
 
NOTE 6:  PSPRS EMPLOYEE RETIREMENT PLAN 
  
The employees of the PSPRS are covered under the Arizo-
na State Retirement System (ASRS) for pension benefits 
after retirement. 
  
PLAN DESCRIPTION 
The Arizona State Retirement System (ASRS) is a cost-
sharing, multiple-employer, pension plan established by 
the State of Arizona to provide pension benefits for em-
ployees of the State, participating political subdivisions 
and school districts.  The ASRS is administered in accord-
ance with Title 38, Chapter 5, Article 2 of the Arizona Re-
vised Statutes (A.R.S.). The Long Term Disability Program 
is administered in accordance with Title 38, Chapter 5, 
Article 2.1.   

ASRS issues a publicly available annual comprehensive 
financial report that can be obtained at www.azasrs.gov/
content/annual-reports.  ASRS’ report includes information 
regarding the investment strategies, allocations and re-
turns, actuarial assumptions and historical information 
regarding employer contributions and changes in benefit 
provisions.  
 
CONTRIBUTIONS 
Per the Arizona Revised Statutes, contribution require-
ments for active plan members and their participating em-
ployers are established and may be amended by the ASRS 
Board.   
 

Contribution rates are actuarially determined and are ex-

pected to finance the costs of benefits accrued by plan 

members during the year and any unfunded accrued liabil-

ity. The cost of administering the pension and other post-

employment benefits is financed through employer contri-

butions, member contributions and investment earnings. 

 
BENEFITS 
The ASRS provides retirement, disability, and survivor 
benefits. Retirement benefits are determined by the 
amount of service credit earned or purchased, highest av-
erage salary, the benefit structure under which the mem-
ber retires, the benefit option selected at retirement, and 
age at retirement.  Retirement benefits are calculated on 
the basis of age, total credited service and average monthly 
compensation, which is established on a fiscal year basis 
(July 1 to June 30).   
 
Average monthly compensation calculation is determined 

by a 60-month or 36-month calculation depending on 
when a member began contributing to the ASRS.  The grad-

ed multiplier is a percentage set by Arizona State Statute. It 
is the percentage of the average monthly compensation 

members will receive for each year of credited service they 

have accrued at retirement. This percentage is based on 
their total years of service at retirement based on a graded 

multiplier. 
 

TERMINATION OF EMPLOYMENT 
Upon termination of employment, members may elect to 

receive their contributions made to the Plan, plus accrued 

interest. Members with an initial membership date before 

July 1, 2011, may receive a percentage of employer contri-

butions Members with an initial membership date on or 

after July 1, 2011 will not receive any portion of the em-

ployer contributions if they withdraw their account bal-

ance prior to retirement.  This does not apply to termina-

tions due to an employer reduction in force or position 

elimination, in which case the above ASRS vesting schedule 

will apply.  
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FAIR VALUE OF 

UNDERLYING  

SECURITIES 

SECURITIES  

COLLATERAL  

VALUE 

SECURITIES LENT FOR CASH COLLATERAL   

US Equities $         5,072,129 $         5,180,935 

     Subtotal 5,072,129 5,180,935 

 SECURITIES LENT FOR SECURITIES COLLATERAL  

US Equities - - 

     Subtotal - - 

Totals $        5,072,129 $        5,180,935 

SECURITIES LENDING 

 WORK IN PROGRESS TOTAL CAPITAL ASSETS 

CAPITAL ASSETS  

June 30, 2022 $               7,261 $               7,261 

ACCUMULATED DEPRECIATION   

June 30, 2022 - - 

Totals $               7,261 $               7,261 

SCHEDULE OF CAPITAL ASSETS 
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Withdrawal of accumulated contributions results in forfei-

ture of the member’s accrued benefits in the Plan; howev-

er, state law allows for reinstatement of a member’s for-

feited service upon repayment of the accumulated contri-

butions, plus interest, if a former member returns to cov-

ered service. 

 

CONDENSED SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 
Employers participating in the ASRS cost‐sharing multiple‐
employer defined benefit plans are required to report pen-
sion information in their financial statements, for fiscal 
periods beginning on or after June 15, 2014, in accordance 
with Governmental  Accounting Standards Board (GASB) 
Statement No. 68, Accounting and Financial Reporting for 
Pensions. The Schedule of Employer Allocations and 
Schedule of Pension Amounts by Employer (pension allo-
cation schedules) provide employers with the required 
information for financial reporting.    
 
BASIS OF ACCOUNTING 
The underlying financial information used to prepare the 
pension allocation schedules is based on the ASRS financial 
statements. The ASRS financial statements are prepared 
using the accrual basis of accounting and are prepared in 
accordance with accounting principles generally accepted 
in the United States of America (GAAP) that apply to gov-
ernmental accounting for fiduciary funds.    
 

USE OF ESTIMATES 

The preparation of financial statements in conformity with 

accounting principles generally accepted in the United 

States of America requires management to make estimates 

and assumptions that affect the reported amounts of assets 

and liabilities and changes therein, disclosure of contin-

gent assets and liabilities at the date of the financial state-

ments and the reported amounts of revenues and expenses 

during the reporting period.  Actual results could differ 

from those estimates.  For a complete description of signif-

icant accounting policies, please refer to the ASRS’ June 30, 

2021 ACFR. 

 

ACTUARIAL ASSUMPTIONS 
The total pension liability/(asset) and OPEB liability/

(asset) was determined by an actuarial valuation as of June 

30, 2020, and rolled forward using generally accepted ac-

tuarial procedures to June 30, 2021 by incorporating the 

expected value of benefit accruals, the actual plan benefit 

payments and interest accruals during the year.  The fol-

lowing actuarial assumptions pertain to assumptions uti-

lized for financial reporting requirements and differ from 

the assumptions utilized for funding purposes. The princi-

pal differences between the actuarial assumptions for fi-

nancial reporting purposes and those utilized for funding 

purposes are the actuarial cost methodology, amortization 

methodology, valuation of the Retirement Fund assets and 

the inclusion of the Permanent Benefit Increase.   

The actuarial assumptions related to funding appear in the 

Notes to Required Supplementary Information and the 

Actuarial Section of the June 30, 2021 ACFR for the ASRS. 

The actuarial assumptions related to funding were selected 

on the basis of an experience study which was performed 

for the five‐year period ending June 30, 2016. The ASRS 

Board adopted the experience study which recommended 

changes, and those changes were effective as of the June 

30, 2017 actuarial valuation. A new experience study, 

adopted in July of 2021 will be utilized in the roll forward 

of the actuarial valuation in the current year and in future 

years. 

 

DISCOUNT RATE 
The discount rate used to measure the total pension liabil-

ity was 7.00%. The projection of cash flows used to deter-

mine the discount rate assumed that contributions from 

participating employers will be made based on the actuari-

ally determined rates based on the funding policy of the 

ASRS Board, which establishes the contractually required 

rate under Arizona Revised Statutes. Based on those as-

sumptions, the Retirement Fund’s fiduciary net position 

was projected to be available to make all the projected fu-

ture benefit payments of current members.   Therefore, the 

long term expected rate of return on investments was ap-

plied to all periods of projected benefit payments to deter-

mine the total pension liability.  
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Pension /  

 Retirement 

Health Benefit 

Supplement 

(HBS)  

Long Term 

Disability 

(LTD)  

Actuarial Valuation Date June 30, 2020 June 30, 2020 June 30, 2020 

Actuarial Roll Forward 

(Measurement) Date 

June 30, 2021 June 30, 2021 June 30, 2021 

Actuarial Cost Method Entry Age 

Normal 

Entry Age 

Normal 

Entry Age 

Normal 

Asset Valuation Fair Value Fair Value Fair Value 

Discount Rate 7.0% N/A N/A 

Projected Salary Increase 2.9 - 8.4% N/A N/A 

Inflation 2.3% 2.3% 2.3% 

Investment Rate of Return N/A 7.0% 7.0% 

Permanent Benefit Increase Included N/A N/A 

Mortality Rates 2017 SRA 

Scale U-MP 

2017 SRA 

Scale U-MP 

N/A 

Recovery Rates N/A N/A 2012 GLDT 



FINANCIAL SECTION 

Annual Financial Report 24 

The table below presents PSPRS’ and the PSCIPP’s share of 

the net pension and OPEB liability/(asset) of the partici-

pating employers calculated using the discount rate of 

7.00%, as well as what PSPRS’ and the PSCIPP’s share of 

the net pension and OPEB liability/(asset) would be if it 

were calculated using the discount rate that is 1.00% low-

er (6.00%) or 1.0% higher (8.00%) than the current rate at 

June 30, 2021: 

In the table above, $7,389 thousand is the total Net Pen-
sion and OPEB Liability.  $12,197 is reported on the State-
ment of Fiduciary Net Position.  The remaining $7,377 
thousand is allocated to the PSPRS, which a separate annu-
al audited financial report is issued for and can be obtained 
at www.psprs.com. 
 

BASIS FOR ALLOCATION 
PSPRS’ and the PSCIPP’s proportionate share of the ASRS 
net pension liability/(asset) and OPEB liability/(asset) is 
calculated using accrued retirement contributions for em-
ployers that were members of the ASRS on June 30, 2021.  
PSPRS’ and the PSCIPP’s proportionate share of the ASRS’ 
net pension liability/(asset) and OPEB liability/(asset) 
were based on the ratio of the PSPRS’s actual contributions 
paid to ASRS for the year ended June 30, 2021 relative to 
the actual contributions from all participating employers.   
The PSCIPP is then allocated a share of the PSPRS amount 
as determined by the PSPRS management.  The below table 
represents the PSPRS and the PSCIPP’s allocation percent-
ages at June 30, 2021: 

Based on its proportionate share, for the year ended June 

30, 2021, the PSCIPP recognized a pension and OPEB ex-

pense of $12,210.  At June 30, 2022, the PSPRS recognized 

a net pension and OPEB liability of $7,389 thousand, of 

which the PSCIPP allocated portion is $12,197.  PSCIPP 

also reported allocated deferred outflows of resources and 

deferred inflows of resources from the following sources 

related to ASRS pension and OPEB benefits: 

$1,315 reported as a deferred outflow from contributions 

paid subsequent to the measurement date will be recog-

nized as an addition to the net pension and OPEB liability 

in the subsequent fiscal year ended June 30, 2023.   

 

Other amounts reported as collective deferred (inflows)/

outflows of resources to be recognized in future pension 

and OPEB expense/(revenue) include the following: 

Additional financial and actuarial information is available 
at www.azasrs.gov. 
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CURRENT 

DISCOUNT  

RATE 

(7.00%) 

1% 

INCREASE 

(8.00%) 

1%  

DECREASE 

(6.00%) 

Net Pension Liability/(Asset) 7,660 4,001 12,049 

Health Benefit Supplement 

(HBS) OPEB Liability/(Asset) 

(187) (283) (364) 

Long Term Disability (LTD) 

OPEB Liability/(Asset) 16 12 8 

TOTAL 11,878 7,389 3,645 

SENSITIVITY ANALYSIS—NET PENSION & OPEB LIABILITY/(ASSET) 

PSPRS (including PSCIPP) Proportionate Share 

(IN $ THOUSANDS) 

 

PENSION/

RETIREMENT HBS LTD 

 PSPRS Contributions 763,553 24,829 11,609 

Total Contributions From 

Participating Employers 1,309,666,248 42,764,696 19,976,082 

PSPRS Allocation Percentage 0.05830% 0.05806% 0.05812% 

ALLOCATION % FOR PENSION & OPEB LIABILITY/(ASSET) 

PSPRS (including PSCIPP) Proportionate Allocation Percentage 

 

BALANCE OF DEFERRED OUTFLOWS 
AND INFLOWS DUE TO: 

DEFERRED 
OUTFLOWS 

OF RESOURCES 

DEFERRED 
INFLOWS 

OF RESOURCES 

Difference Between Expected  
and Actual Experience  

199 164 

Difference Between Projected  
and Actual Investment Earnings  

- 4,193 

Changes in Assumptions  1,675 44 

Changes in Proportion and Differences  
Between Employer Contributions and  
Proportionate Share of Contributions  

1,499 300 

Employer contributions subsequent  
to the measurement date  

1,315 - 

TOTAL 4,688 4,701 

PSCIPP ALLOCATED DEFERRED INFLOWS AND OUTFLOWS OF RESOURCES 

FYE JUNE 30, 

DEFERRED 

(INFLOW) 

OUTFLOW 

2022 460 

2023 673 

2024 (969) 

2025 (1,478) 

2026 (9) 

Thereafter (6) 

TOTAL (1,328) 

PSCIPP ALLOCATED AMORTIZATION OF DEFERRED (INFLOWS)/OUTFLOWS 
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NOTE 7:  SUBSEQUENT EVENTS 
 

The PSCIPP has evaluated subsequent events through Sep-
tember 13, 2023, the date the financial statements were 
available to be issued.  Events or transactions occurring 
after June 30, 2022, but prior to September 13, 2023, that 
provided additional evidence about conditions that existed 
at June 30, 2022, have been recognized in the financial 
statements for the year ended June 30, 2022.  Events of 
transactions that provided evidence about conditions that 
did not exist at June 30, 2022, but arose before the finan-
cial statements were available to be issued, have not been 
recognized in the financial statements for the year ended 
June 30, 2022.  
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SUPPORTING SCHEDULES INFORMATION 

ADMINISTRATIVE EXPENSE AMOUNT 

Personnel Services  

Salaries and Wages $       8,211 

Payroll Taxes and Fringe Benefits 3,214 

Staffing Services 1,918 

     Total Personnel Services 13,343 

  

Professional Services  

Accounting and Auditing Services 30,100 

Actuarial Services 47,382 

Legal Services 2,736 

Professional Services 1,605 

     Total Professional Services 81,823 

  

General  

Agency GASB Pension & OPEB Expense 12,210 

Building Expense 384 

Communications 143 

Computer Related Expense 15,774 

Education, Meetings & Travel 222 

Postage Expenses 40 

Supplies and Services 117 

     Total General Expense 28,890 

  

TOTAL ADMINISTRATIVE EXPENSE $    124,056 

PROFESSIONAL SERVICES AMOUNT 

Accounting and Auditing Services  

CliftonLarsonAllen LLP $       30,100 

  

Actuarial Services  

Foster & Foster, Inc. 47,382 

  

Legal Services  

Charles W. Whetstine 1,719 

Foley & Lardner, LLP 26 

Gallagher & Kennedy 980 

Kutak Rock, LLP 11 

     Total Legal Services 2,736 

  

Professional Services  

Agile Progress, LLC 464 

Appraisal Technology, LLC 6 

Ernst & Young, LLP 14 

Examworks, LLC 11 

First Appraisal Services, PLC 6 

Gensler 73 

Highground, Inc. 155 

Knaster Technology Group 8 

Leibowitz Solo 119 

LSS Consulting, LLC 11 

MHA Consulting 44 

My Interview 3 

Public Policy Partners, LLC 198 

Vitech Systems 493 

    Total Professional Services 1,605 

  

TOTAL PAYMENTS TO CONSULTANTS $       81,823 

SCHEDULE OF INVESTMENT EXPENSES 

FOR THE YEAR ENDED JUNE 30, 2022 

 

SOURCE OF EXPENSE AMOUNT 

Investment Manager Fees $        1,947 

Internal Investment Expense 9,805 

  

TOTAL INVESTMENT EXPENSE $      11,752 

SCHEDULE OF ADMINISTRATIVE EXPENSES 

FOR THE YEAR ENDED JUNE 30, 2022 

 

SCHEDULE OF PAYMENTS TO CONSULTANTS 

FOR THE YEAR ENDED JUNE 30, 2022 

 


