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VALUATION — HOW IT WORKS

« Valuation is an annual process used to review and monitor the plan
- Measure funded status by comparing assets to liabilities

- Determine the contribution needed to fund accruals and close any
underfunding

 Valuation consists of a number of steps:
- Member data: reconciled to prior year and reviewed for reasonableness
- Assets: prepared by staff; tracked in total and by employer

- Liabilities: measured using member data and plan-specific provisions and
assumptions

- Results: calculated for each employer and then summed for total plan
results

- Report: summarizes all steps for communication and documentation
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VALUATION — HIGHLIGHTS

« Assumption / method changes (reflected for all plans):

- Payroll growth assumption was reduced for pre-2020 amortization bases
* 3.00% for PSPRS (from 3.50%)
» 2.50% for CORP (from 3.00%)
» 2.00% for EORP (from 2.50%)

* No changes to benefit provisions, other than minor adjustment to the
PSPRS ordinary disability benefit
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VALUATION — HIGHLIGHTS

« Funded status increased dramatically with corresponding decrease in
the unfunded liability

- Significant progress made through additional contributions and strong asset

returns
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VALUATION — HIGHLIGHTS

 Consolidated contribution rates are decreasing

- Some employers will continue to see rate increases, largely due to payroll

decreases
Contribution Rates Projected Contributions ($M)
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PSPRS — BACKGROUND

* Three tiers of member benefits
- Tiers 1 & 2 apply to members hired before July 1, 2017

« Consolidated for reporting purposes
«  Approximately 33,300 members as of June 30, 2021 over 227 of 228 employers
» Assets of $11.8 billion (pension and health)

- Tier 3 applies to all new hires since July 1, 2017
*  Approximately 4,400 members as of June 30, 2021 over 206 of 228 employers
» Assets of $116.0 million (pension and health)
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PSPRS — CONTRIBUTION RATES TIERS 1 & 2

« Composite contribution rate decreased approximately 2.0%

- Increase driven by asset experience and additional contributions
»  Asset return of 26.7% (market) and 7.4% (smoothed)
«  Additional contributions of $1.1 billion

Development of Employer Contributions - Tiers 1 & 2 Members

Valuation Date June 30, 2021 June 30, 2020
Applicable to Fiscal Year Ending 2023 2022
Rate  Dollar ($M) Rate  Dollar ($M)

Pension

Employer (Net) Normal Cost 13.57% $195.3 13.67% $203.6

Amortization of Unfunded Liability 40.65% 585.1 42.53% 633.2

Total Employer Cost 54.22% 780.4 56.20% 836.8
Health

Employer (Net) Normal Cost 0.40% $5.7 0.42% $6.2

Amortization of Unfunded Liability -0.19% (2.7) -0.16% (2.4)

Total Employer Cost 0.21% 3.0 0.26% 3.8
Total Employer Cost 54.43% $783.4 56.46% $840.6
Underlying Payroll $1,397.3 $1,438.7
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PSPRS — CONTRIBUTION RATES TIERS 1 & 2

« Employer rates range from 0% to over 100% of pay

Employers by Pension Contribution Rate — Tiers 1 & 2
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PSPRS — CONTRIBUTION RATES TIERS 1 & 2

« Some employers will see a sizable change in rate from 2020
- Decreases in rates driven by plan experience, including additional contributions

- Increases largely driven by drops in payroll

Employers by Pension Contribution Rate Change — Tiers 1 & 2
70
61
60
50

40

30 26
20 20
20 10 13
10
10 8 7 I PR
3
:

— O
) FOSTER & FOSTER




PSPRS — CONTRIBUTION RATES TIER 3

» Decrease in composite rate from 2020 driven by decrease In legacy
contribution

- Narrow range of rates at employer level (8.81% - 10.07%)
« Board decided to keep 2022 rate unchanged from 2021 rate
- Need decision on 2023 rate to finalize reports

- Would support continuing recent practice (flat rates) until experience study
provides custom Tier 3 assumptions

Development of Employer Contributions - Tier 3 Members

Valuation Date June 30, 2021 June 30, 2020
Applicable to Fiscal Year Ending 2023 2022

Rate  Dollar ($M) Rate  Dollar ($M)
Total Calculated EE/ER Cost 9.28% $23.9 9.38% $17.6
Board Approved EE/ER Cost 10.09% $26.0 10.09% $19.0
ER Legacy Cost 40.65% $104.6 42.53% $80.1
Total Calculated ER Cost 49.93% $128.5 51.91% $97.7
Board Approved ER Cost 50.74% $130.6 52.62% $99.1
Underlying Payroll $249.9 $181.9
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PSPRS — FUNDED STATUS TIERS 1 & 2

* Pension funded status of
54.2%

- Increase of 7.3% from 2020

- Increased in part from over
$2B in contributions

- Also increased by actual
returns which were $1.7B
more than expected

» Asset smoothing spreads
recognition of 7 years

e Funded status of 59.3% on
market value basis

* Health funded status
continues to exceed 100%

- Increase of 7.4% from 2020

FOSTER & FOSTER

(% millions) 6/30/2021
Pension
Actuarial Accrued Liability (AAL) 19,306
Actuarial Value of Assets (AVA) 10,463
Unfunded Actuarial Accrued Liability 8,843
Funded Ratio (AVA / AAL) 54.2%
Health
Actuarial Accrued Liability (AAL) 289
Actuarial Value of Assets (AVA) 368
Unfunded Actuarial Accrued Liability (79)
Funded Ratio (AVA / AAL) 127.5%

6/30/2020

18,512
8,675
9,837

46.9%

296
356
(60)

120.1%




PSPRS — FUNDED STATUS TIERS 1 & 2

188 employers (83%) have funded status of at least 50%
- 39 employers fall below 50% funded (17%)
- Compares to 165/ 61 from 2020 valuation (73% / 27%)

Employers by Pension Funded Status — Tiers 1 & 2
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PSPRS — FUNDED STATUS TIER 3

* Pension funded status of

0
105% ($ millions) 6/30/2021 6/30/2020
- Growing membership, so both  Pension
assets and liabilities increased Actuarial Accrued Liability (AAL) 94.6 49.6
over 90% Actuarial Value of Assets (AVA) 99.1 49.5
: .- Unfunded Actuarial Accrued Liability (4.5) 0.0
- Funded status will stabilize as Funded Ratio (AVA / AAL) 104.8% 99.9%
the group matures
- Contribution rate should keep 2L
percentage at or above 100% Actuarial Accrued Liability (AAL) 1.3 0.7
Actuarial Value of Assets (AVA) 3.1 1.5
¢ Health funded status Unfunded Actuarial Accrued Liability (1.8) (0.8)
continues to exceed 200% Funded Ratio (AVA / AAL) 233.4%  218.4%
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PSPRS — FUNDED STATUS TIER 3

» Funded status by employer is strong as well
- Note 187 employers are in risk-sharing at 106%

Employers by Pension Funded Status — Tier 3
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PSPRS — MEMBER STATISTICS

« Member counts behaved as expected
- Active counts decreased for closed Tiers 1 & 2 and increased for Tier 3

- Counts for all other groups remained consistent

Member Counts — 2019 vs. 2020
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PSPRS — MEMBER STATISTICS TIERS 1 & 2

« Most employers (163 of 227) have fewer than 50 Tier 1&2 employees

- 5 employers have no active members

Employers by Active Count —Tiers 1 & 2
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PSPRS — MEMBER STATISTICS TIER 3

« 202 employers now have at least one Tier 3 employee

- 4 employers have no active members

Employers by Active Count — Tier 3
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CORP RESULTS
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CORP - BACKGROUND

 Three tiers of member benefits
- Tiers 1 & 2 apply to members hired before July 1, 2018

« Consolidated for reporting purposes
» Approximately 19,800 members as of June 30, 2021
» Assets of $3.4 billion (pension and health)
- Tier 3 applies to new hires since July 1, 2018
* Only available to AOC employees
« Approximately 255 members as of June 30, 2021

» Assets of $2.8 million (pension and health)
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CORP — CONTRIBUTION RATES TIERS 1 & 2

« Composite contribution rate decreased approximately 6.0%

- Decrease driven by additional contributions ($549M) and 24.4% asset return

Development of Employer Contributions - Tiers 1 & 2 Members

Valuation Date June 30, 2021 June 30, 2020
Applicable to Fiscal Year Ending 2023 2022
Rate  Dollar ($M) Rate  Dollar ($M)

Pension

Employer (Net) Normal Cost 4.88% $24.8 5.01% $27.9

Amortization of Unfunded Liability 20.59% 104.6 26.42% 147.1

Total Employer Cost 25.47% 129.4 31.43% 175.0
Health

Employer (Net) Normal Cost 0.29% $1.5 0.29% $1.6

Amortization of Unfunded Liability -0.29% (1.5) -0.19% (1.0)

Total Employer Cost 0.00% 0.0 0.10% 0.6
Total Employer Cost 25.47% $129.4 31.53% $175.6
Underlying Payroll $507.9 $556.8
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CORP - CONTRIBUTION RATES TIERS 1 & 2

« Employer rates range from 0% to over 85% of pay

Employers by Pension Contribution Rate — Tiers 1 & 2
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CORP - CONTRIBUTION RATES TIERS 1 & 2

« Most employers will see a sizable decrease in rates from 2020

Employers by Pension Contribution Rate Change — Tiers 1 & 2
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CORP — CONTRIBUTION RATES TIER 3

« Slight increase (approximately 0.2%) in employer calculated Tier 3
rate from 2020 valuation

« Board decided to keep 2022 rate unchanged from 2021 rate
- Need decision on 2023 rate to finalize reports

- Would support continuing recent practice (flat rates) until experience study
provides custom Tier 3 assumptions

Development of Employer Contributions - Tier 3 Members

Valuation Date June 30, 2021 June 30, 2020
Applicable to Fiscal Year Ending 2023 2022

Rate  Dollar ($M) Rate  Dollar ($M)
Total Calculated EE/ER Cost 4.14% $0.4 3.93% $0.3
Board Approved EE/ER Cost 5.09% $0.5 5.09% $0.4
ER Legacy Cost 32.88% $3.4 31.57% $2.4
Total Calculated ER Cost 37.02% $3.8 35.50% $2.7
Board Approved ER Cost 37.97% $3.9 36.66% $2.8
Underlying Payroll $10.2 $7.5
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CORP - FUNDED STATUS TIERS 1 & 2

» Pension funded status of 68.1%

- Increase of 16% from 2020 ($ millions) 6/30/2021  6/30/2020
- Driven by additional contributions Pension

and $4OOM In excess returns Actuarial Accrued Liability (AAL) 4,352 4,225

Actuarial Value of Assets (AVA) 2,965 2,203

- Funded st_atus of 73.9% on market Unfunded Actuarial Accrued Liability 1,387 2,022

value basis Funded Ratio (AVA / AAL) 68.1% 52.1%

Health

Actuarial Accrued Liability (AAL) 89 95

Actuarial Value of Assets (AVA) 141 134

e Health funded status continues  Unfunded Actuarial Accrued Liability (51) (39)

to exceed 1009% Funded Ratio (AVA / AAL) 157.4% 141.0%
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CORP - FUNDED STATUS TIERS 1 & 2

« 25 employers (89%) have funded status of at least 50%
- Up from 86% in 2020

Employers by Pension Funded Status — Tiers 1 & 2
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CORP - FUNDED STATUS TIER 3

* Pension funded status of

0

117 /0 ($ millions) 6/30/2021 6/30/2020

- Short-term funded status Pension
driven by timing of Actuarial Accrued Liability (AAL) 2.2 0.9
contributions and growth of Actuarial Value of Assets (AVA) 2.5 1.1
liabilities Unfunded Actuarial Accrued Liability (0.4) (0.2)
. - Funded Ratio (AVA / AAL 116.7% 117.8%
« Will stabilize as plan matures nded Ratio ( ) ’ ’

Health

Actuarial Accrued Liability (AAL) 0.05 0.02
* Health fundEd status Of Actuarial Value of Assets (AVA) 0.09 0.03
197% Unfunded Actuarial Accrued Liability (0.05) (0.01)
Funded Ratio (AVA / AAL) 197.3% 152.9%

- Similar to pension, funded
status will stabilize as plan
matures
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CORP - MEMBER STATISTICS

« Member counts behaved as expected
- Active counts decreased for closed Tiers 1 & 2 and increased for Tier 3

- Counts for all other groups remained consistent

Member Counts — 2019 vs. 2020
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CORP - MEMBER STATISTICS TIERS 1 & 2

* Most employers (18 of 28) have fewer than 50 Tier 1&2 employees

Employers by Active Count — Tiers 1 & 2
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EORP RESULTS
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EORP — BACKGROUND

 Two tiers of member benefits
- Tier 1 applies to members hired before January 1, 2012
- Tier 2 applies to members hired on or after January 1, 2012
- Plan closed to new members after December 31, 2013
« Assets of $375 million (pension and health)
* New members go entirely to defined contribution programs
- Plans for EORP and ASRS

- Payroll for both DC programs are included in total payroll for
amortization
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EORP — CONTRIBUTION RATES

« Calculated contribution rate increased by 9% to 70.42%
- Total amortization payroll decreased by 8% ($72M to $66M)

« Board needs to approved final contribution rate

Development of Employer Contributions

Valuation Date June 30, 2021 June 30, 2020
Applicable to Fiscal Year Ending 2023 2022
Rate  Dollar ($M) Rate  Dollar ($M)

Pension

Employer (Net) Normal Cost 21.84% 19.84%

Amortization of Unfunded Liability 72.83% 63.70%

Total Statutory Contribution Rate 94.67% 55.7 83.54% 54.9

Statutory Employer Contribution Rate  70.42% 61.31%

Board Approved Employer Rate 70.42% 39.7 61.43% 38.9
Health

Employer (Net) Normal Cost 0.59% 0.58%

Amortization of Unfunded Liability -0.59% -0.58%

Total Employer Cost 0.00% 0.0 0.00% 0.0
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EORP — FUNDED STATUS

* Pension funded status of

0
33.2% ($ millions) 6/30/2021  6/30/2020
- Increase of 1.1% from 2020 Pension

Actuarial Accrued Liability (AAL) 955 961

- Increase due to favorable plan

: Actuarial Value of Assets (AVA) 317 309
EXPETIENCE, most nthny lower Unfunded Actuarial Accrued Liability 638 652
than eXpeCted Salary INCreases Funded Ratio (AVA / AAL) 33.2% 32.1%
- Funded status of 36.3% on

market value basis Health -
Actuarial Accrued Liability (AAL) 12 14
e Health funded status Actuarial Value of Assets (AVA) 26 25
Continues to exceed 100% Unfunded Actuarial Accrued Liability (14) (11)
Funded Ratio (AVA / AAL) 211.5% 182.9%
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EORP — MEMBER STATISTICS

« Member counts behaved as expected
- Active counts decreased for closed group

- Counts for all other groups remained consistent

Member Counts — 2019 vs. 2020
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NEXT STEPS
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NEXT STEPS

« Completing valuation
- Consolidated reports

o Drafts available at November Board meeting

o DIRECTION NEEDED: Tier 3/ EORP rates must be decided to finalize
reports

- Individual ER reports: 12/12/2021

- All reports will include impact additional contributions had on year-over-
year results

 Projection modeler
- Updated to use the 2021 valuation results
- Targeting delivery in January 2022
- Includes new funding policy dashboard results for individual employers
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NEXT STEPS

« EXxperience study
Covering experience period July 1, 2016 — June 30, 2021

Starting work shortly to compile member data

Study results will be available in February 2022

o Expect there to be several discussions on results so may need to separate into interest rate
and other assumption topics

Will need to finalize assumptions by June 2022 meeting
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Thank you.

Questions?
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FOSTER & FOSTER
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Brad Heinrichs, FSA, EA, MAAA
Foster & Foster, Inc.
brad.heinrichs@foster-foster.com
(239) 433-5500




