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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, pro-
gress 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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December 11, 2020
Dear Members, Benefit Recipients, Employers, and Members of the Board of Trustees:

We are pleased to present the fifty-second Comprehensive Annual Financial Report (CAFR) for the Public Safety Person-
nel Retirement System (PSPRS), the thirty-eighth for the Elected Officials’ Retirement Plan (EORP), and the thirty-third
for the Corrections Officer Retirement Plan (CORP), (collectively the System) for the fiscal year ended June 30, 2020
(FY20), in accordance with the provisions of A.R.S. § 38-848. The information contained in this report is accurate in all
material respects and is intended to present fairly the financial status and results of operations of the System.

Responsibility for the contents of this report, including the financial statements, rests solely with the management of the
System. The Board of Trustees provides an oversight role. This transmittal letter is designed to complement Manage-
ment’s Discussion and Analysis and should be read in conjunction with it.

Plan Overview

PSPRS was created on July 1, 1968, by A.R.S. § 38-841 for public safety personnel who are regularly assigned hazardous
duty in the employ of the state of Arizona or a political subdivision thereof. It was joined by EORP on August 7, 1985, by
ARS. § 38-802 when the Judge’s Retirement Plan merged with the previous Elected Officials’ Retirement Plan. EORP is
for eligible judges and state, county and local elected officials of participating governmental employer units. Finally, on
July 1, 1986, CORP was added by A.R.S. § 38-882 for corrections officers, county, city or town detention officers, dispatch-
ers and probation officers. Each plan was created to provide a uniform, consistent and equitable statewide program for
their respective eligible members.

PSPRS and CORP are agent multiple-employer defined benefit plans and are administered at the local level by 229
(PSPRS) and 28 (CORP) individual local boards in accordance with A.R.S. §§ 38-847 and 38-893. As agent multiple-
employer plans, the assets and liabilities of each individual employer are accounted for separately, thereby allowing for
individual funding levels and employer contribution rates. Within CORP is a group of employers collectively known as
CORP-AOC, and is made up of 15 employers whose members work for the Administrative Office of the Courts. CORP-AOC
is a cost-sharing plan administered by one local board. EORP is a cost-sharing, multiple-employer defined benefit plan
where the PSPRS Board administers and manages the plan. As such, the assets and liabilities of EORP are pooled for all the
employers, who share the same funding level and employer contribution rate. EORP was closed to newly elected officials
as of January 1, 2014. All the assets of PSPRS, EORP and CORP are pooled for investment purposes only and reside in the
PSPRS Trust, a formal entity created for that express purpose.

Individual local boards for PSPRS and CORP determine eligibility for membership, normal retirement benefits (based on
years of service, the annual benefit accrual rate and final average compensation), disability benefits, and survivor benefits
for spouses and children. The Board of Trustees fulfills these functions for EORP.

The contributions received from and benefits distributed for each local board and EORP are accounted for by the Board
through the administrative offices. However, in accordance with A.R.S. § 38-848, the Board is not responsible for nor has
the duty to review the actions or omissions of the individual local boards, but does have the discretion to seek review or
rehearing (and does so) to protect the System as a whole. Additionally, although not part of a defined benefit plan or the
Trust, the Board also administers the separate Public Safety Cancer Insurance Policy Program for members of PSPRS and
CORP. The Board also administers defined contribution plans and has contracted with a third-party administrator to
manage those plans.
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Financial Information Reporting

Financial statements are prepared in conformity with U.S. Generally Accepted Accounting Principles (GAAP) for gov-
ernmental units as established by the Governmental Accounting Standards Board (GASB) as well as the reporting
requirements of the Government Finance Officers Association of the United States and Canada (GFOA). Clif-
tonLarsonAllen LLP, has issued an unmodified opinion on the financial statements for the year ended June 30, 2020.
The Independent Auditors’ Report is located at the front of the Financial Section of this report. Management believes
that all other financial information included in this annual report is consistent with those financial statements.

Responsibility for both the accuracy of the data, the completeness and fairness of the presentation rests with PSPRS
management. Management relies on a comprehensive framework of internal controls to provide reasonable, rather
than absolute, assurance that the financial statements are free of any material misstatements. Cost/benefit consider-
ations, risk of management override, and the risk of collusion are inherent limitations on any system of internal con-
trol. Management believes that as of June 30, 2020, an adequate system of internal controls is in place and that the
accompanying statements, schedules and tables are fairly presented.

Investments

Investment portfolio income is a significant source of revenue for the PSPRS plans. In FY 2020, our investment port-
folio provided net investment income of $171.2 million, helping to bring our net assets held in trust for pension and
OPEB benefits to $10.9 billion. The rate of return over the fiscal year was 0.9 percent net of fees. Over the past ten
years, the portfolio has an annualized, rate of return of 6.9 percent net of fees which has dropped below the assumed
7.3 percent rate of return.

Our portfolio is a well-diversified portfolio. The portfolio is strategically allocated to provide appropriate diversifica-
tion that limits the impact when markets experience losses. Both traditional and nontraditional assets are incorpo-
rated into the asset allocation mix. The portfolio is constructed to assume less risk than the vast majority of our
peers and to reduce volatility when the markets correct or grow stagnant. You can read more about the portfolio
and our returns in the CIO’s letter at the front of the Investment Section of this CAFR.

The System’s Funding Status

Our assets grew from $10.6 billion to $10.9 billion in FY20, despite paying pension, DROP, health insurance benefits,
and refunds of $1.2 billion during the year, as well as the extraordinary negative impact of the COVID-19 market vol-
atility on investment earnings. The follow shows that the by plan funding status has remained relatively flat as of
June 30, 2020.

Plan Funded Status as of June 30, 2020
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While the numbers above are presented in the aggregate, it is important to remember that any aggregate number
calculated for PSPRS and CORP is for comparison and overall general monitoring purposes only and does not neces-
sarily reflect the most accurate picture of the System as a whole. Because PSPRS and CORP are
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agent multiple-employer plans, each individual employer has its own funding level. As of June 30, 2020, 165 PSPRS
and 24 CORP employers have a funded status of at least 50 percent. The following is a representation for PSPRS and
CORP showing a distribution of employers by their individual funding status as of June 30, 2020.
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Employer Contribution Rates

Results of the June 30, 2020 actuarial valuation determine contribution rates that will become effective in Fiscal Year
2022, which begins on July 1, 2021. For most employers, contribution rates will either decrease or will increase less
than one (1) percent in FY21. A distribution graph representing those individual plan rate changes is provided be-
low.

# of Employers Tier 1&2 Contribution Rate Change % Ranges
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New Developments and Management Initiatives

During FY20, PSPRS began the process to replace our aging and multi system Pension Administration System (PAS)
with current technology that, to the greatest extent possible will be a commercial off the shelf system. In addition, a
new general ledger system was implemented that is intended to compliment the new PAS when operational. This
will be a multiyear project replacing the current EPIC and EPIC 2 systems. The project will utilize the agile/scrum
software development methodology that was put in place during FY 2019. Business users and software developers
are continuing collaborative efforts to improve their level of communication and interaction between departments
that will contribute towards the success of the PAS project.
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PSPRS was working hard during the year to strengthen the relationship between the agency and our various stake-
holders. While the COVID-19 Pandemic shutdown in the early spring of 2020 significantly impacted any continua-
tion of in-person training programs to employers, PSPRS systems staff worked to standup virtual meeting capabili-
ties.

National Recognition

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to PSPRS for its comprehensive annual financial report for the
fiscal year ended June 30, 2019. In order to be awarded a Certificate of Achievement, a government must publish an
easily readable and efficiently organized comprehensive annual financial report. This report must satisfy both gen-
erally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive annu-
al financial report continues to meet the Certificate of Achievement Program’s requirements and we are submitting it
to GFOA to determine its eligibility for another certificate.

The Public Pension Coordinating Council (PPCC) presented PSPRS with its 2020 Recognition Award for Funding and
Administration in recognition of meeting professional standards for plan funding and administration as set forth in
the Public Pension Standards. The PPCC is a coalition of three national associations that represent public retirement
systems and administrators—the National Association of State Retirement Administrators, the National Conference
on Public Employee Retirement Systems, and the National Council on Teacher Retirement. These three associations
represent more than 500 of the largest public pension plans in the U.S.

Acknowledgements

The success of PSPRS requires the cooperation and support of our employers and local boards. We thank the staff
and management of our employers along with those who serve on local boards for their service and support. We
also thank the staff and Board of Trustees for the commitment and efforts to ensure that PSPRS meets the needs of
public servants who serve throughout the State of Arizona. We are honored and privileged to serve those who serve
others.

Respectfully submitted,

Michael F. Townsend, Administrator John O. Moorman, Chief Financial Officer
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Sub- Asset Class are presented in the Investment Section on page 73.
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FINANCIAL SECTION

CliftonLarsonAllen LLP
CLAconnect.com

Independent Auditor’s Report

Board of Trustees
Public Safety Personnel Retirement System
Phoenix, Arizona

Report on the Financial Statements

We have audited the accompanying financial statements of the Public Safety Personnel Retirement Sys-
tem (PSPRS), a component unit of the State of Arizona, which comprise the combined statement of fiduci-
ary net position and combined statement of changes in fiduciary net position, as of and for the year end-
ed June 30, 2020, and the related notes to the financial statements, which collectively comprise the
PSPRS’ basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in ac-
cordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presen-
tation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We con-
ducted our audit in accordance with auditing standards generally accepted in the United States of Ameri-
ca and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from material mis-
statement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the as-
sessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s prepara-
tion and fair presentation of the financial statements in order to design audit procedures that are appro-
priate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting esti-
mates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Comprehensive Annual Financial Report
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Board of Trustees
Arizona Public Safety Personnel Retirement System

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the fidu-
ciary net position of the PSPRS as of June 30, 2020, and the respective changes in financial position for
the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Report on Summarized Comparative Information

PSPRS’ financial statements, as of and for the year ended June 30, 2019, were audited by other auditors
whose opinion dated January 8, 2020, expressed an unmodified audit opinion on the financial statements
from which the prior year summarized financial information was derived.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management
discussion & analysis, schedules of pension contributions - EORP, pension contributions - CORP- AOC,
investment returns - money weighted rate of return - all plans combined, changes in employer’s net pen-
sion liability and related ratios - EORP - pension, changes in employer’s net pension liability and related
ratios - CORP-AOC - pension, changes in the net OPEB liability and related ratios - EORP - health insur-
ance, changes in the net OPEB liability and related ratios - CORP-AOC - health insurance, employer OPEB
contributions - EORP and employer OPEB contributions - CORP-AOC, proportionate share of the net pen-
sion liability and related ratios, employer contributions paid to ASRS and the related notes, as listed in
the table of contents, be presented to supplement the basic financial statements. Such information, alt-
hough not a part of the basic financial statements, is required by the Governmental Accounting Standards
Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain lim-
ited procedures to the required supplementary information in accordance with auditing standards gen-
erally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with manage-
ment’s responses to our inquiries, the basic financial statements, and other knowledge we obtained dur-
ing our audit of the basic financial statements. We do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collec-
tively comprise the PSPRS’ basic financial statements. The schedules of changes in reserve balances, ad-
ministrative expenses, investment expenses and payments to consultants (supporting schedules infor-
mation) and the introductory, investment, actuarial and statistical sections, as listed in the table of con-
tents, are presented for purposes of additional analysis and are not a required part of the basic financial
statements.

Comprehensive Annual Financial Report

19



20

FINANCIAL SECTION

Board of Trustees
Arizona Public Safety Personnel Retirement System

The supporting schedules information, as listed in the table of contents, is the responsibility of man-
agement and was derived from and relates directly to the underlying accounting and other records used
to prepare the basic financial statements. Such information has been subjected to the auditing proce-
dures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the supporting schedules information is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

The introductory, investment, statistical and actuarial sections, as listed in the table of contents, have not
been subjected to the auditing procedures applied in the audit of the basic financial statements, and ac-
cordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated Decem-
ber 11, 2020, on our consideration of PSPRS’ internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the PSRPS’ internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in consid-
ering the PSPRS’ internal control over financial reporting and compliance.

W—»JM%% L7

CliftonLarsonAllen LLP

Baltimore, Maryland
December 11, 2020
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MANAGEMENT DISCUSSION & ANALYSIS

This section presents management’s discussion and analy-
sis (MD&A) of Arizona’s Public Safety Personnel Retire-
ment System’s (System) fiduciary net position and changes
in fiduciary net position for the year ended June 30, 2020
(FY20). This narrative is intended to supplement the fi-
nancial statements which follow this discussion, and
should be read in conjunction with the letter of transmittal,
the Basic Financial Statements and Notes to the Basic Fi-
nancial Statements presented in the Financial Section of
System’s Comprehensive Annual Financial Report (CAFR).

OVERVIEW OF THE FINANCIAL STATEMENTS

The Basic Financial Statements consist of the Statement of
Fiduciary Net Position, the Statement of Changes in Fiduci-
ary Net Position, and the Notes to the Basic Financial State-
ments. These financial statements report information
about the System’s financial condition to inform readers
and to help answer the question: “Is PSPRS better off or
worse off as a result of this year’s activities?” These state-
ments are prepared in accordance with generally accepted
accounting principles laid out in statements issued by the
Governmental Accounting Standards Board (GASB).

The Required Supplementary Information that appears
after the Notes to the Basic Financial Statements is not a
required part of the Basic Financial Statements, but is sup-
plementary information required by the GASB. Following
the required supplementary information is additional in-
formation management has chosen to include for in-
creased transparency.

BASIC FINANCIAL STATEMENTS

The Statement of Fiduciary Net Position provides a snap-
shot of account balances at year-end. It reports the assets
available for future payments to benefit recipients, along
with any liabilities that are owed as of the statement date.
The difference between assets and liabilities, called
“Fiduciary Net Position Restricted for Pensions and OPEB,”
represents the value of assets held in trust for future bene-
fit payments. Over time, increases and decreases in Fiduci-
ary Net Position can be one measurement of whether the
System’s financial position is increasing or decreasing.

The Statement of Changes in Fiduciary Net Position, on the
other hand, shows additions to and deductions from Fidu-
ciary Net Position that took place throughout the year.

The Notes to the Basic Financial Statements are an integral
part of the Basic Financial Statements and provide addi-
tional information about the plans, policies and perfor-
mance of the System. The Notes include a plan description
of the various plans that make up the System, a summary
of significant accounting policies, and information about
the System’s OPEB plans, contribution requirements, cash
and investments, capital assets, net pension liability of par-
ticipating employers, subsequent events, and other infor-

mation required by GASB. Dollar amounts are presented
in thousands, unless otherwise indicated.

FINANCIAL HIGHLIGHTS
During fiscal year 2020, the key financial highlights for
fiscal year 2020 are as follows:

e The System’s total rate of return (net of fees) was 0.91
percent which was below the primary objective of sur-
passing the 7.3 percent assumed rate. This was pri-
marily driven by the volatile markets in the wake of
the COVID-19 pandemic that began in the third quar-
ter of the fiscal year and carried over to the fourth
quarter. While a recovery quickly ensued in the capital
markets, it was not enough to offset all losses incurred
by the end of the fiscal year.

e The Fund’s assets totaled $11.2 billion which is a $94.2
million increase from the prior fiscal year.

e The combined Fiduciary Net Position was $10.9 billion
and increased $342.8 million or 3.23 percent from the
$10.6 billion in fiscal year 2019.

o Total additions for fiscal year 2020 were $1.5 billion,
comprised of $1.4 billion in contributions and $171.1
million of investment gains. Contributions primarily
consisted of $1.2 billion of employer and $194.1 mil-
lion of employee contributions.

e Total deductions for the fiscal year increased from
$1.1 billion to $1.2 billion in fiscal year 2020. Deduc-
tions were primarily comprised of $989.2 million in
pension benefit payments.

FINANCIAL ANALYSIS OF THE PLAN

The schedules that follow on pages 22 through 29, which
conclude the MD&A, present comparative summary finan-
cial statements of the individual plans that make up the
System for fiscal year 2020 in comparison with results for
fiscal year 2019. Following each schedule is a brief sum-
mary of the significant changes noted in the schedules and
reasons for the changes.

This report is designed to provide a general overview of
the finances of the System and the individual plans within
the System. Questions concerning any of the information
provided in this report or requests for additional financial
information should be addressed to: Public Safety Person-
nel Retirement System, 3010 E. Camelback Road, Suite
200, Phoenix, AZ 85016.
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SUMMARY COMPARATIVE STATPESI\:IDEI\?TS OF FIDUCIARY NET POSITION
(IN THOUSANDS)
PENSION HEALTH INSURANCE PSPRS TOTAL PSPRS TOTAL

2020 2019 2020 2019 2020 2019 CHANGE % CHANGE
Cash and Short-Term Investments 243,745 261,106 9,046 11,077 252,791 272,183 (19,392) -7.12%
Total Receivables 36,368 42,087 734 903 37,102 42,990 (5,888) -13.70%
Total Investments 7,831,892 7,541,439 319,882 325,597 8,151,774 7,867,036 284,738 3.62%
Securities Lending Collateral 192,263 359,806 7,853 15,534 200,116 375,340 (175,224) -46.68%
Net Capital Assets 2,657 2,803 - - 2,657 2,803 (146) -5.21%
Total Assets 8,306,925 8,207,241 337,515 353,111 8,644,440 8,560,352 84,088 0.98%
Deferred Outflows of Resources 637 1,174 - - 637 1,174 (537) -45.74%
Accrued Accounts Payable 906 1,833 - - 906 1,833 (927) -50.57%
Investment Purchases Payable 2,511 10,889 102 470 2,613 11,359 (8,746) -77.00%
Securities Lending Collateral 192,263 359,806 7,853 15,534 200,116 375,340 (175,224) -46.68%
Employer Net Pension Liabilities 5,975 5,370 - - 5,975 5,370 605 11.27%
Total Liabilities 201,655 377,898 7,955 16,004 209,610 393,902 (184,292) -46.79%
Deferred Inflows of Resources 109 604 - - 109 604 (495) -81.95%
Fiduciary Net Position 8,105,798 7,829,913 329,560 337,107 8,435,358 8,167,020 268,338 3.29%

Summary Comparative Statements of

Fiduciary Net Position Analysis

Total plan fiduciary net position held in trust for PSPRS
pension and OPEB benefits at June 30, 2020 was $8.4 bil-
lion, a 3.29% increase from $8.2 billion at June 30, 2019.
The increase in fiduciary net position is primarily the re-
sult of additional cash flows received in contributions
from employers and increase in investments.
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FINANCIAL SECTION

SUMMARY COMPARATIVE STATIEI(\)IIEKTS OF FIDUCIARY NET POSITION
(IN THOUSANDS)
PENSION HEALTH INSURANCE EORP TOTAL EORP TOTAL
2020 2019 2020 2019 2020 2019 CHANGE % CHANGE
Cash and Short-Term Investments 8,149 9,601 688 723 8,837 10,324 (1,487) -14.40%
Total Receivables 12,093 8,927 47 51 12,140 8,978 3,162 35.22%
Total Investments 266,337 271,346 22,488 23,103 288,825 294,449 (5,624) -1.91%
Securities Lending Collateral 6,538 12,946 552 1,102 7,090 14,048 (6,958) -49.53%
Net Capital Assets 202 205 - - 202 205 3) -1.46%
Total Assets 293,319 303,025 23,775 24,979 317,094 328,004 (10,910) -3.33%
Deferred Outflows of Resources 28 44 - - 28 44 (16) -36.36%
Accrued Accounts Payable - 3,437 - - - 3,437 (3,437) -100.00%
Investment Purchases Payable 85 392 7 33 92 425 (333) -78.35%
Securities Lending Collateral 6,538 12,946 552 1,102 7,090 14,048 (6,958) -49.53%
Employer Net Pension Liabilities 198 201 - - 198 201 ) -1.49%
Total Liabilities 6,821 16,976 559 1,135 7,380 18,111 (10,731) -59.25%
Deferred Inflows of Resources 24 28 - - 24 28 @ -14.29%
Fiduciary Net Position 286,502 286,065 23,216 23,844 309,718 309,909 (191) -0.06%

Summary Comparative Statements of
Fiduciary Net Position Analysis

The total plan fiduciary net position held in trust for EORP
pension and OPEB benefits at June 30, 2020 were
$309.7 million, a 0.06% decrease from $309.9 million at
June 30, 2019. The decrease in fiduciary net position is
due to the combined decreases in contributions and invest-
ment earnings and an increase in benefit pay-
ments. The underperformance of investments
was primarily driven by the volatile markets from the
COVID-19 economic shutdown in the third quarter of fiscal
year 2020. The recovery experienced in the fourth quarter
was not robust enough to overcome this sharp decline.
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FINANCIAL SECTION

SUMMARY COMPARATIVE STAT(E:ISIEETS OF FIDUCIARY NET POSITION
(IN THOUSANDS)
PENSION HEALTH INSURANCE CORP TOTAL CORP TOTAL
2020 2019 2020 2019 2020 2019 CHANGE % CHANGE
Cash and Short-Term Investments 40,259 36,594 2,705 10,002 42,964 46,596 (3,632) -7.79%
Total Receivables 24,510 16,444 231 232 24,741 16,676 8,065 48.36%
Total Investments 1,532,770 1,497,228 111,239 104,870 1,644,009 1,602,098 41,911 2.62%
Securities Lending Collateral 37,627 71,433 2,731 5,003 40,358 76,436 (36,078) -47.20%
Net Capital Assets 359 352 - - 359 352 7 1.99%
Total Assets 1,635,525 1,622,051 116,906 120,107 1,752,431 1,742,158 10,273 0.59%
Deferred Outflows of Resources 126 237 - - 126 237 (111) -46.84%
Accrued Accounts Payable 3.755 7,837 - - 3,755 7,837 (4,082) -52.09%
Investment Purchases Payable 491 2,162 35 152 526 2,314 (1,788) -77.27%
Securities Lending Collateral 37,627 71,433 2,731 5,003 40,358 76,436 (36,078) -47.20%
Employer Net Pension Liabilities 1,193 1,083 - - 1,193 1,083 110 10.16%
Total Liabilities 43,066 82,515 2,766 5,155 45,832 87,670 (41,838) -47.72%
Deferred Inflows of Resources 74 148 - - 74 148 (74) -50.00%
Fiduciary Net Position 1,592,511 1,539,625 114,140 114,952 1,706,651 1,654,577 52,074 3.15%

Summary Comparative Statements of
Fiduciary Net Position Analysis

Total plan fiduciary net position held in trust for CORP
pension and OPEB benefits at June 30, 2020 was $1.7 bil-
lion, a 3.15% increase from $1.6 billion at June 30, 2019.
The increase in fiduciary net position is primarily due to

positive investment incomes.
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FINANCIAL SECTION

CORP-AQC
SUMMARY COMPARATIVE STATEMENTS OF FIDUCIARY NET POSITION
(IN THOUSANDS)
PENSION HEALTH INSURANCE CORP-AQC TOTAL CORP-AQC TOTAL
2020 2019 2020 2019 2020 2019 CHANGE % CHANGE
Cash and Short-Term Investments 12,117 10,885 281 997 12,398 11,882 516 4.34%
Total Receivables 7,178 3,807 24 60 7,202 3,867 3,335 86.24%
Total Investments 461,317 445,361 11,564 10,453 472,881 455,814 17,067 3.74%
Securities Lending Collateral 11,325 21,249 284 499 11,609 21,748 (10,139) -46.62%
Net Capital Assets 107 105 - - 107 105 2 1.90%
Total Assets 492,044 481,407 12,153 12,009 504,197 493,416 10,781 2.18%
Deferred Outflows of Resources 38 70 - - 38 70 (32) -45.71%
Accrued Accounts Payable 1,130 2,331 - - 1,130 2,331 (1,201) -51.52%
Investment Purchases Payable 148 643 4 15 152 658 (506) -76.90%
Securities Lending Collateral 11,325 21,249 284 499 11,609 21,748 (10,139) -46.62%
Employer Net Pension Liabilities 359 322 - - 359 322 37 11.49%
Total Liabilities 12,962 24,545 288 514 13,250 25,059 (11,809) -47.12%
Deferred Inflows of Resources 22 44 - - 22 44 (22) -50.00%
Fiduciary Net Position 479,098 456,888 11,865 11,495 490,963 468,383 22,580 4.82%

Summary Comparative Statements of
Fiduciary Net Position Analysis

Total plan fiduciary net position held in trust for CORP-
AOC pension and OPEB benefits at June 30, 2020 was
$491.0 million, a 4.82% increase from $468.4 million at
June 30, 2019. The increase in fiduciary net position is
from positive investment incomes and total contributions

in excess of benefit payments.

The change in receivables

is attributable to fluctuations in contribution receivables at

year-end.
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FINANCIAL SECTION

SUMMARY COMPARATIVE STATEMEN'IFDSS I:)|?=SCHANGES IN FIDUCIARY NET POSITION
(IN THOUSANDS)
PENSION HEALTH INSURANCE PSPRS TOTAL PSPRS TOTAL

2020 2019 2020 2019 2020 2019 CHANGE % CHANGE
ADDITIONS
Total Contributions and Service Purchase 1,096,041 980,958 5,651 5302 1,101,692 986,260 115,432 11.70%
Net Investment Income 102,480 403,921 4,193 17,525 106,673 421,446 (314,773) -74.69%
Transfers Into the System 535 317 - - 535 317 218 68.77%
Total Additions 1,199,056 1,385,196 9,844 22,827 1,208,900 1,408,023 (199,123) -14.14%
DEDUCTIONS
Benefits 900,055 818,430 17,051 16,733 917,106 835,163 81,943 9.81%
Transfers to Other Plans and Refunds 14,709 15,778 - - 14,709 15,778 (1,069) -6.78%
Administrative Expenses 8,407 7,251 340 302 8,747 7,553 1,194 15.81%
Total Deductions 923,171 841,459 17,391 17,035 940,562 858,494 82,068 9.56%
e e B 275885 543,737 (7.547) 5792 268338 549529  (281,191)  -51.17%
Balance Beginning of Year - July 1 7,829,913 7,289,130 337,107 328,361 8,167,020 7,617,491 549,529 7.21%
Prior Year Adjustment to Employer Reserve - (2,954) - 2,954 - - - 0.00%
Balance End of Year - June 30 8,105,798 7,829,913 329,560 337,107  8,435358 8,167,020 268,338 3.29%

Summary Comparative Statements of Changes in Plan
Fiduciary Net Position Analysis

Employer and employee contributions for FY2020 in-
creased $115.4 million from FY2019 due to an increase in
contribution rates and additional contributions received
by employers to reduce unfunded liabilities. For FY2020,
PSPRS recognized a net investment gain of $106.7 million
which is notably less than the $421.5 million gain in the
previous year. The investment earnings decrease is due to
the volatile markets in the wake of the COVID-19 pandemic
that began in the third quarter of the fiscal year and car-
ried over to the fourth quarter. While a recovery quickly
ensued in the capital markets, it was not enough to offset
all losses sustained near the end of the fiscal year.

Deductions from the PSPRS fiduciary net position held in
trust for pension and OPEB benefits consist primarily of
pension, disability, survivor benefits, member refunds and
administrative expenses. For FY2020, the benefits paid
totaled $917.1 million, an increase of 9.81% from the
$835.2 million paid during FY2019. The increase is due to
more retirees and the pension benefit increase. Refunds
and service transfers decreased over the prior year. Re-
funds represent a return of contributions held on account
when a member leaves employment.
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FINANCIAL SECTION

SUMMARY COMPARATIVE STATEMENTESOSII:CHANGES IN FIDUCIARY NET POSITION
(IN THOUSANDS)
PENSION HEALTH INSURANCE EORP TOTAL EORP TOTAL

2020 2019 2020 2019 2020 2019 CHANGE % CHANGE
ADDITIONS
Total Contributions and Service Purchase 62,134 62,432 - - 62,134 62,432 (298) -0.48%
Net Investment Income 6,012 14,375 494 1,210 6,506 15,585 (9,079) -58.25%
Transfers Into the System 184 - - - 184 - 184 N/A
Total Additions 68,330 76,807 494 1,210 68,824 78,017 (9,193) -11.78%
DEDUCTIONS
Benefits 67,592 64,858 1,098 1,067 68,690 65,925 2,765 4.19%
Transfers to Other Plans and Refunds 14 313 - - 14 313 (299) -95.53%
Administrative Expenses 287 318 24 26 311 344 (33) -9.59%
Total Deductions 67,893 65,489 1,122 1,093 69,015 66,582 2,433 3.65%
e et et 437 11,318 (628) 17 (191) 11435  (11,626)  -101.67%
Balance Beginning of Year - July 1 286,065 274,747 23,844 23,727 309,909 298,474 11,435 3.83%
Balance End of Year - June 30 286,502 286,065 23,216 23,844 309,718 309,909 (191) -0.06%

Summary Comparative Statements of Changes in Plan
Fiduciary Net Position Analysis

Employer and employee contributions for FY2020 de-
creased 0.48% from FY2019 due to a decrease in active
contributing members and lower average annual salary.
For FY2020 EORP recognized a net investment gain of $6.5
million which compares to a $15.6 million gain in the pre-
vious year due to the COVID-19 impact to the market.

Deductions from the EORP fiduciary net position held in
trust for pension and OPEB benefits consist primarily of
pension, disability, survivor benefits, member refunds and
administrative expenses. For FY2020, the benefit deduc-
tions totaled $68.7 million, an increase of 4.19% from the
$65.9 million paid during FY2019. While the number of
retirees held steady from the prior fiscal year, the PBI in-
creased the average annual benefit payment by 2.0 per-
cent.
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FINANCIAL SECTION

SUMMARY COMPARATIVE STATEMENT%OSII:CHANGES IN FIDUCIARY NET POSITION
(IN THOUSANDS)
PENSION HEALTH INSURANCE CORP TOTAL CORP TOTAL

2020 2019 2020 2019 2020 2019 CHANGE % CHANGE
ADDITIONS
Total Contributions and Service Purchase 167,905 176,123 28 29 167,933 176,152 (8,219) -4.67%
Net Investment Income 42,094 80,041 3,273 6,061 45,367 86,102 (40,735) -47.31%
Transfers Into the System (84) - - - (84) - (84) N/A
Total Additions 209,915 256,164 3,301 6,090 213,216 262,254 (49,038) -18.70%
DEDUCTIONS
Benefits 135,890 125,481 3,986 3,752 139,876 129,233 10,643 8.24%
Transfers to Other Plans and Refunds 19,510 29,191 - - 19,510 29,191 (9,681) -33.16%
Administrative Expenses 1,629 1,448 127 108 1,756 1,556 200 12.85%
Total Deductions 157,029 156,120 4,113 3,860 161,142 159,980 1,162 0.73%
e et et 52,886 100,044 (812) 2,230 52074 102274  (50,200)  -49.08%
Balance Beginning of Year - July 1 1,539,625 1,439,581 114,952 112,722 1,654,577 1,552,303 102,274 6.59%
Balance End of Year - June 30 1,592,511 1,539,625 114,140 114,952 1,706,651 1,654,577 52,074 3.15%

Summary Comparative Statements of Changes in Plan
Fiduciary Net Position Analysis

Employer and employee contributions for FY2020 de-
creased $8.2 million due to a decrease in the number of
active members, as well as decreased employer contribu-
tion rates and additional contributions received from em-
ployers to reduce unfunded liabilities. For FY2020, CORP
recognized a net investment gain of $45.4 million which
compares to a $86.1 million gain in the previous year due
to the impact from volatile markets due to COVID-19.

Deductions from the CORP fiduciary net position held in
trust for pension and OPEB benefits consist primarily of
pension, disability, survivor benefits, member refunds and
administrative expenses. For FY2020, the benefit deduc-
tions totaled $139.9 million, an increase of 8.24% from the
$129.2 million paid during FY2019 primarily due to the
increase in retired members and higher average annual
benefit payments from the permanent benefit increase.
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FINANCIAL SECTION

SUMMARY COMPARATIVE STATEME?\I?E%?%?—IANGES IN FIDUCIARY NET POSITION
(IN THOUSANDS)
PENSION HEALTH INSURANCE CORP-AQC TOTAL CORP-AQC TOTAL

2020 2019 2020 2019 2020 2019 CHANGE % CHANGE
ADDITIONS
Total Contributions and Service Purchase 46,063 48,988 634 661 46,697 49,649 (2,952) -5.95%
Net Investment Income 12,330 23,101 308 592 12,638 23,693 (11,055) -46.66%
Transfers Into the System 311 72 - - 311 72 239 331.94%
Total Additions 58,704 72,161 942 1,253 59,646 73414 (13,768) -18.75%
DEDUCTIONS
Benefits 34,213 30,406 560 550 34,773 30,956 3,817 12.33%
Transfers to Other Plans and Refunds 1,804 2,286 - - 1,804 2,286 (482) -21.08%
Administrative Expenses 477 423 12 11 489 434 55 12.67%
Total Deductions 36,494 33,115 572 561 37,066 33,676 3,390 10.07%
e et et 22,210 39,046 370 692 22,580 39738 (17,158  -43.18%
Balance Beginning of Year - July 1 456,888 417,842 11,495 10,803 468,383 428,645 39,738 9.27%
Balance End of Year - June 30 479,098 456,888 11,865 11,495 490,963 468,383 22,580 4.82%

Summary Comparative Statements of Changes in Plan
Fiduciary Net Position Analysis

Employer and employee contributions for FY2020 de-
creased $2.9 million due to decreased employer contribu-
tion rates during fiscal year 2020. For FY2020, CORP-AOC
recognized a net investment gain of $12.6 million which is
notably less than the $23.7 million gain in the previous
year due to the impact from COVID-19 related market vola-
tility.

Deductions from the CORP-AOC fiduciary net position held
in trust for pension and OPEB benefits consist primarily of
pension, disability, survivor benefits, member refunds and
administrative expenses. For FY2020, the benefit deduc-
tions totaled $34.8 million, an increase of 12.33% from the
$31.0 million paid during FY2019. Refunds and service
transfers decreased over the prior year. Refunds represent
a return of contributions held on account when a member
leaves employment.
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FINANCIAL SECTION

COMBINED STATEMENT OF FIDUCIARY NET POSITION

AS OF JUNE 30, 2020

(IN THOUSANDS)
PENGION  HEALTH NS PENSION  HEALTHING PENGION
ASSETS
Cash and Short-Term Investments 243,745 9,046 8,149 688 40,259
RECEIVABLES
Member Contributions 4,092 - 446 - 1,687
Employer Contributions 15,391 - 6,194 - 10,940
Health Insurance Contributions - 69 - - -
Court Fees - - 926 - -
Interest and Dividends 7,910 323 269 23 1,548
Investment Sales 8,372 342 285 24 1,639
Other 603 - 3,973 - 8,696
Total Receivables 36,368 734 12,093 47 24,510
INVESTMENTS, AT FAIR VALUE
U.S. Public Equity 1,833,543 74,888 62,353 5,265 358,841
International Public Equity 1,310,110 53,510 44,552 3,762 256,400
Global Private Equity 2,173,648 88,780 73,918 6,241 425,402
Other Assets (Capital Appreciation) 75,735 3,093 2,576 217 14,822
Core Bonds 96,506 3,942 3,282 277 18,887
Private Credit 1,114,803 45,532 37,911 3,201 218,177
Other Assets (Contractual Income) 183,391 7,490 6,237 527 35,891
Diversifying Strategies 1,044,156 42,647 35,508 2,998 204,350
Total Investments 7,831,892 319,882 266,337 22,488 1,532,770
Securities Lending Collateral 192,263 7,853 6,538 552 37,627
CAPITAL ASSETS, AT COST, NET OF ACCUMULATED DEPRECIATION
Land 495 - 88 - 67
Building 3727 - 251 - 503
Furniture, Fixtures & Equipment 1,327 - 119 - 193
Total Capital Assets 5,549 - 403 - 763
Accumulated Depreciation (2,892) - (201) - (404)
Net Capital Assets 2,657 - 202 - 359
TOTAL ASSETS 8,306,925 337,515 293,319 23,775 1,635,525
Deferred Outflows of Resources - Pension Plan ltems 637 - 28 - 126
LIABILITIES
Accrued Accounts Payable 906 - - - 3,755
Investment Purchases Payable 2,511 102 85 7 491
Securities Lending Collateral 192,263 7,853 6,538 552 37,627
Net Pension Liabilities 5,975 - 198 - 1,193
Total Liabilities 201,655 7,955 6,821 559 43,066
Deferred Inflows of Resources - Pension Plan ltems 109 = 24 = 74
FIDUCIARY NET POSITION RESTRICTED FOR PENSIONS AND OPEB BENEFITS 8,105,798 329,560 286,502 23,216 1,592,511
FIDUCIARY NET POSITION RESTRICTED FOR:
Refundable Members’ Reserve 1,519,594 - 45,590 - 354,944
Employers’ Reserve 6,586,204 - 240,912 - 1,237,567
Health Insurance Reserve - 329,560 - 23,216 -
FIDUCIARY NET POSITION RESTRICTED FOR PENSIONS AND OPEB BENEFITS 8,105,798 329,560 286,502 23,216 1,592,511
* The accompanying notes are an integral part of these financial statements.
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FINANCIAL SECTION

COMBINED STATEMENT OF FIDUCIARY NET POSITION

AS OF JUNE 30, 2020

(IN THOUSANDS)
! ! 2020 NT 2019
HEALTHLING OGO  HEALTHINS COVFOTAL CONTOTAL
ASSETS
Cash and Short-Term Investments 2,705 12,117 281 316,990 266,800
RECEIVABLES
Member Contributions - 147 - 6,372 11,525
Employer Contributions - 3,455 - 35,980 22,937
Health Insurance Contributions - - - 69 230
Court Fees - = = 926 926
Interest and Dividends 112 466 12 10,663 11,417
Investment Sales 119 493 12 11,286 10,967
Other - 2,617 - 15,889 14,509
Total Receivables 231 7,178 24 81,185 72,51
INVESTMENTS, AT FAIR VALUE
U.S. Public Equity 26,042 108,000 2,707 2,471,639 2,062,503
International Public Equity 18,608 77,169 1,934 1,766,045 1,557,514
Global Private Equity 30,873 128,033 3,209 2,930,104 2,883,653
Other Assets (Capital Appreciation) 1,076 4,461 112 102,092 78,723
Core Bonds 1,371 5,684 143 130,092 224,109
Private Credit 15,834 65,665 1,646 1,502,769 1,218,362
Other Assets (Contractual Income) 2,605 10,802 271 247,214 461,145
Diversifying Strategies 14,830 61,503 1,542 1,407,534 1,807,573
Total Investments 111,239 461,317 11,564 10,557,489 10,293,582
Securities Lending Collateral 2,731 11,325 284 259,173 487,572
CAPITAL ASSETS, AT COST, NET OF ACCUMULATED DEPRECIATION
Land - 20 - 615 615
Building - 150 - 4,631 4,624
Furniture, Fixtures & Equipment - 58 - 1,697 1,705
Total Capital Assets - 228 - 6,943 6,944
Accumulated Depreciation - (121) - (3,618) (3,479)
Net Capital Assets - 107 - 3,325 3,465
TOTAL ASSETS 116,906 492,044 12,153 11,218,162 11,123,930
Deferred Outflows of Resources - Pension Plan ltems - 38 - 829 1,525
LIABILITIES -
Accrued Accounts Payable - 1,130 - 5,791 15,438
Investment Purchases Payable 35 148 4 3,383 14,756
Securities Lending Collateral 2,731 11,325 284 259,173 487,572
Net Pension Liabilities - 359 - 7,725 6,976
Total Liabilities 2,766 12,962 288 276,072 594,742
Deferred Inflows of Resources - Pension Plan [tems - 22 - 299 824
FIDUCIARY NET POSITION RESTRICTED FOR PENSIONS AND OPEB BENEFITS 114,140 479,098 11,865 10,942,690 10,599,889
FIDUCIARY NET POSITION RESTRICTED FOR:
Refundable Members’ Reserve - 97,670 - 2,017,798 2,002,246
Employers’ Reserve 5 381,428 - 8,446,111 8,113,199
Health Insurance Reserve 114,140 - 11,865 478,781 484,444
FIDUCIARY NET POSITION RESTRICTED FOR PENSIONS AND OPEB BENEFITS 114,140 479,098 11,865 10,942,690 10,599,889

1 Prior year numbers conform to current year presentation.
* The accompanying notes are an integral part of these financial statements.
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FINANCIAL SECTION

COMBINED STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FOR THE YEAR ENDED JUNE 30, 2020

(IN THOUSANDS)
PSPRS PSPRS EORP EORP CORP
PENSION HEALTH INS PENSION HEALTH INS PENSION
ADDITIONS
Contributions
Members’ Contributions 132,369 - 3,691 - 36,472
Employers’ Contributions 953,193 - 41,598 - 130,970
Health Insurance Contributions - 5,651 - - -
Non-Employer Entity Contributions - - 5,000 - =
Court Fees - - 11,010 - =
Members’ Service Purchase 10,479 - 835 - 463
Total Contributions 1,096,041 5,651 62,134 - 167,905
Investment Income
From Investing Activities
Net Appreciation in Fair Value of Investments 59,646 1,954 2,261 186 11,272
Interest 5,686 - 181 15 1,024
Dividends 67,305 2,226 2,275 187 12,570
Other Income 25,045 1,537 3,537 291 27,491
From Securities Lending Activifies
Security Lending Activities
Securities Lending Income 5,160 171 173 14 962
Less: Securities Lending Expense (3,992) (132) (134) (11) (745)
Net Securities Lending Income 1,168 39 39 3 217
Total Investment Income 158,850 5,756 8,293 682 52,574
Less Investment Expense (56,370) (1,563) (2,281) (188) (10,480)
Net Investment Income 102,480 4,193 6,012 494 42,094
Transfers Into the System from other Plans 535 - 184 - (84)
Total Additions 1,199,056 9,844 68,330 494 209,915
DEDUCTIONS
Pension Benefits 754,809 - 67,592 - 134,454
DROP Benefits 145,246 - - - 1,436
Health Insurance Subsidy - 17,051 - 1,098 -
Refunds To Terminated Members 14,341 - 14 - 18,847
Administrative Expenses 8,407 340 287 24 1,629
Transfers To Other Plans 368 - - - 663
Total Deductions 923,171 17,391 67,893 1,122 157,029
NET INCREASE (DECREASE) IN FIDUCIARY NET POSITION 275,885 (7,547) 437 (628) 52,886
FIDUCIARY NET POSITION RESTRICTED FOR PENSION AND OPEB BENEFITS
Beginning of Year, July 1 7,829,913 337,107 286,065 23,844 1,539,625
End of Year, June 30 8,105,798 329,560 286,502 23,216 1,592,511

* The accompanying notes are an integral part of these financial statements.
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FINANCIAL SECTION

COMBINED STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FOR THE YEAR ENDED JUNE 30, 2020

(IN THOUSANDS)
2020 12019
CORP CORP-AQC CORP-AOG COMBINED COMBINED
HEALTH INS PENSION HEALTH INS TOTAL TOTAL
ADDITIONS

Contributions
Members’ Contributions - 9,676 - 182,208 174,170
Employers’ Contributions - 36,311 - 1,162,072 1,050,636
Health Insurance Contributions 28 - 634 6,313 5,992
Non-Employer Entity Contributions - - - 5,000 24,985
Court Fees - - - 11,010 10,944
Members’ Service Purchase - 76 - 11,853 7,766
Total Contributions 28 46,063 634 1,378,456 1,274,493

Investment Income
From Investing Income

Net Appreciation in Fair Value of Investments 1,585 3,302 149 80,355 414,775
Interest 144 299 13 7,362 13,210
Dividends 1,767 3,682 166 90,178 98,352
Other Income 1,220 8,053 115 67,289 78,040
From Securities Lending Activifies
Security Lending Activities
Securities Lending Income 135 282 13 6,910 16,361
Less: Securities Lending Expense (105) (218) (10) (5,347) (12,258)
Net Securities Lending Income 30 64 3 1,563 4,103
Total Investment Income 4,746 15,400 446 246,747 608,480
Less Investment Expense (1,473) (3,070) (138) (75,563) (61,654)
Net Investment Income 3,273 12,330 308 171,184 546,826
Transfers Into the System from other Plans - 311 - 946 389
Total Additions 3,301 58,704 942 1,550,586 1,821,708
DEDUCTIONS
Pension Benefits - 32,366 - 989,221 924,935
DROP Benefits - 1,847 - 148,529 114,240
Health Insurance Subsidy 3,986 - 560 22,695 22,102
Refunds To Terminated Members - 1,686 - 34,888 46,595
Administrative Expenses 127 477 12 11,303 9,887
Transfers To Other Plans - 118 - 1,149 973
Total Deductions 4113 36,494 572 1,207,785 1,118,732
NET INCREASE (DECREASE) IN FIDUCIARY NET POSITION (812) 22,210 370 342,801 702,976
FIDUCIARY NET POSITION RESTRICTED FOR PENSION AND OPEB BENEFITS
Beginning of Year, July 1 114,952 456,888 11,495 10,599,889 9,896,913
End of Year, June 30 114,140 479,098 11,865 10,942,690 10,599,889

T Prior year numbers conform to current year presentation.
* The accompanying notes are an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
NOTE 1: PLAN DESCRIPTION

ORGANIZATION

The Public Safety Personnel Retirement System (“System”)
is the administrator of three defined benefit plans, the Pub-
lic Safety Personnel Retirement System (PSPRS), the Elect-
ed Officials’ Retirement Plan (EORP), and the Corrections
Officer Retirement Plan (CORP). The plans, including ben-
efit provisions and the obligation to make contributions,
are established and administered in accordance with Title
38, Chapter 5 of the Arizona Revised Statutes. The plans
are governmental plans tax qualified under Section 401(a)
of the Internal Revenue Code.

Responsibility for the organization is vested in a Board of
Trustees, which is comprised of a nine-member Board.
Two members are appointed by the President of the Sen-
ate; two are appointed by the Speaker of the House of Rep-
resentatives; and five are appointed by the Governor. The
Board of Trustees is responsible for the investments of the
System’s assets, setting employer contribution rates in
accordance with an annual actuarial valuation, adopting a
budget, and the general protection and administration of
the System.

The System is also the administrator of two defined contri-
bution plans. The Elected Officials’ Defined Contribution
Retirement System (EODCRS) and the Public Safety Per-
sonnel Defined Contribution Retirement Plan (PSPDCRP)
that includes tier 3 participants for both PSPRS and CORP.
These defined contribution plans are not reported in the
financial statements as their current size is immaterial.

PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

The PSPRS is an agent multiple-employer public employee
retirement plan established by Title 38, Chapter 5, Article
4 of the Arizona Revised Statutes, to provide benefits for
public safety employees of certain state and local govern-
ments. The Board of Trustees and 229 local boards jointly
administer the Plan.

Each eligible group participating in the System has a five-
member local board. The chief elected official of the gov-
erning body appoints three members to the local board,
and two members are elected by the active members of the
eligible group. In general, each member serves a fixed four
-year term. Each local board is responsible for determin-
ing eligibility for membership, service credits, eligibility for
benefits, the timing of benefit payments, and the amount of
benefits for its eligible group of employees. The various
governing bodies pay all costs associated with the admin-
istration of the local board.

At June 30, 2020, the number of participating local govern-
ment employer groups was comprised of:

GROUP 2020
Municipalities 141
County Agencies 22
State Agencies 9
Special Districts 57
Total Groups 229

Any state agency, county, city or other political subdivision
in the State of Arizona may elect to have its paid, full-time
eligible employees (generally firefighters and police offic-
ers in hazardous duty positions) covered by the Plan. Cer-
tain retirees are eligible to receive an insurance subsidy
(see Note 3). At June 30, 2020, statewide PSPRS member-
ship consisted of:

RETIREMENT PLAN
MEMBERSHIP TYPE 2020
Retirees 13,898
Inactive 2,366
DROP 1,971
Active 18,677
Total Members 36,912
BENEFIT PROVISIONS

Employees who became a member on or before December
31, 2011: Pursuant to A.R.S. §§ 38-842 and 38-844 and 38-
845, retirement benefits will commence the first day of the
month following termination of employment and based
upon the following age and service requirements:

e Age 62 with 15 years of service: 50% of the average
monthly benefit compensation for the first 20 years of
credited service. The pension is reduced by 4% per year
for each year of credited service under 20 years.

e 20 years of service with less than 20 years of credited
service: 50% of the average monthly benefit compensa-
tion for the first 20 years of credited service. The pen-
sion is reduced by 4% per year for each year of credited
service under 20 years.

e 20 to 24.99 years of credited service: 50% of the aver-
age monthly benefit compensation for the first 20 years
of credited service plus 2% of the average monthly bene-
fit compensation for each year of credited service be-
tween 20 and 24.99.

e 25 or more years of credited service: 50% of the average
monthly benefit compensation for the first 20 years of
credited service plus 2.5% of the average monthly bene-
fit compensation for each year of credited service above
20 years, up to a maximum of 80% of the average
monthly benefit compensation.
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The average monthly benefit compensation is equal to an
average of the highest 36 consecutive months of covered
payroll within the last 20 years of credited service.

Inactive members (not making contributions to the Sys-
tem) that have at least 10 years of credited service may
elect to receive a Deferred Annuity at the age of sixty-two
(62). This annuity is a lifetime monthly payment that is
actuarially equivalent to the member’s accumulated contri-
butions in the System plus an equal amount paid by the
employer. This annuity is not a retirement annuity and
annuitants are not entitled to survivor benefits, benefit
increases, or the group health insurance subsidy. A.R.S. §
38-846.01(A).

Employees who became a member on or after January 1,
2012 and on or before June 30, 2017: Pursuant to A.R.S. §§
38-842, 38-844 and 38-845, retirement benefits will com-
mence the first day of the month following termination of
employment and based upon the following age and service
requirements:

e Age 52.5 with 15 years of credited service but less than
25 years: average monthly benefit compensation multi-
plied by a multiplier that varies by years of service, from
1.5% to 2.5% per year of service, multiplied by the num-
ber of years of service.

e Age 52.5 with 25 years of service: 62.5% of the average
monthly benefit compensation. Benefits will be reduced
by 4% for each year of credited service under 25 years;
or

e 25 or more years of service: 62.5% of the average
monthly benefit compensation for the first 25 years of
credited service plus 2.5% of the average monthly bene-
fit compensation for each year over 25 years of credited
service - up to a maximum of 80% of the average month-
ly benefit compensation. The pension is reduced by 4%
per year for each year of credited service under 25 years
with a pro-rata reduction for any fractional years.

The average monthly benefit compensation is equal to an
average of the highest 60 consecutive months of covered
payroll within the last 20 years of credited service.

Employees who became a member on or after July 1, 2017 and
who chose the defined benefit plan: Tier 3 members must
make an irrevocable choice within the first 90 days of employ-
ment to enroll in either the defined benefit plan or in the
PSPDCRP. The default for these members is enrollment in the
defined benefit plan.

Pursuant to A.R.S. §§ 38-842, 38-844 and 38-845, retirement
benefits will commence the first day of the month following
termination of employment and based upon the following age
and service requirements:

o Age 52.5 with 15 years of credited service: actuarially re-
duced benefit based on the average monthly benefit com-

pensation times a multiplier that varies by years of service,
from 1.5% to 2.5% per year of service, times the number of
years of service.

o Age 55 with 15 or more years of service: average monthly
benefit compensation, times a multiplier that varies by years
of service, from 1.5% to 2.5% per year of service, times the
number of years of service, up to a maximum of 80% of the
average monthly benefit compensation.

The average monthly benefit compensation is equal to an aver-
age of the highest 60 consecutive months of compensation
(salary) within the last 15 years of credited service.

Compensation includes base wages, shift and military dif-
ferential wage pay, compensatory time used by an employ-
ee in lieu of overtime not otherwise paid by an employer,
holiday and overtime pay that is paid to an employee by
the employer for the employee’s performance of services
in an eligible group on a regular monthly, semi-monthly, or
biweekly payroll basis as well as any longevity pay paid to
an employee at least every six months for which contribu-
tions are made to the system. For the purposes of compu-
ting retirement benefits, compensation does not include
unused sick leave, unused compensatory time, payment in
lieu of vacation, “fringe” benefit pay (such as uniform al-
lowance, cell phone or mileage reimbursement) and any
payments made directly or indirectly by the employer to
the employee for work performed for a third party on a
contracted basis except for third party contracts in certain
situations. A.R.S. § 38-842(12).

Employees who became a member on or before December
31, 2011 may voluntarily and irrevocably enter into a De-
ferred Retirement Option Plan (DROP) program with the
employer for a period of up to 60 months. The member’s
monthly benefit is calculated based upon the years of cred-
ited service and average monthly compensation at the be-
ginning of the DROP period and is paid into the DROP ac-
count, where it earns interest. During the DROP period,
the employee will not earn any additional credited service.
At the end of the sixty (60) months (or prior to that time),
the member terminates employment and the monies ac-
crued in DROP will be paid as a lump-sum either directly to
the member (less mandated taxes), or as a rollover. The
member will then begin receiving the monthly retirement
benefit, which is the same amount that was calculated at
the beginning of DROP.

Active members who have at least five (5) years of service
with the System that have previous service with an agency
of the U.S. Government, a state of the U.S., or a political sub-
division of a state of the U.S. as a full-time paid fire fighter
or full-time paid certified peace officer may elect to pur-
chase up to sixty (60) months of any part of the prior ser-
vice, if the prior service is not on account with any other
retirement system.

Comprehensive Annual Financial Report



FINANCIAL SECTION

NOTES TO THE FINANCIAL STATEMENTS (Continued)

In accordance with Proposition 124 passed by the State of
Arizona voters in November 2016, and Laws 2016, Second
Regular Session, Chapter 2 (SB 1428), the Cost of Living
Adjustment (COLA) increases for public safety retirees and
survivors will be determined based on the Consumer Price
Index (CPI) for the metropolitan Phoenix-Mesa area for the
calendar year prior to each July payout and is capped at
2%. Proposition 124 overrides all prior calculation meth-
ods for increases for public safety retirees.

ELECTED OFFICIALS’ RETIREMENT PLAN

EORP is a cost sharing multiple-employer defined benefit
pension plan established by Title 38, Chapter 5, Article 3 of
the Arizona Revised Statutes, to provide benefits for elect-
ed officials and judges of certain state, county and local
governments. The Board of Trustees of the PSPRS also
administer the EORP Plan.

All state and county elected officials and judges are mem-
bers of the Plan. Any city or town in the State of Arizona
may elect to have its’ elected officials covered by EORP.

Legislation passed in 2013 (HB 2608) effectively closed the
EORP to new members and created EODCRS. Elected offi-
cials and judges who were members of the EORP on De-
cember 31, 2013 remain in the Plan. Elected officials, jus-
tices of the Supreme Court, judges of the Court of Appeals
and Superior Court, and commissioners who are elected,
appointed, or hired on or after January 1, 2014 have one of
three different paths that are available to them.

Path 1: Elected Officials’ Retirement Plan.

ARS § 38-801 restricts membership in EORP to elected
officials defined therein who were members of the plan on
December 31, 2013.

Path 2: Arizona State Retirement System.

As prescribed in ARS § 38-727, if a person is appointed,
elected, or hired on or after January 1, 2014 and does not
have prior EORP time, but has ASRS time, that person has
the option to return to ASRS. If that person chooses ASRS,
that choice must be made in writing and filed with ASRS
within 30 days after that person’s term begins. That deci-
sion is irrevocable during the term in which that election
was made. For each subsequent term, the member can
elect to participate in either the EDOCRS or ASRS plan re-
gardless of their prior elections. The elected official will
contribute to and participate in the Long-Term Disability
Program administered by ASRS.

Path 3: Elected Officials’ Defined Contribution Retirement
System. If a person is elected, appointed, or hired on or after
January 1, 2014, does not have time on account with EORP,
and does not timely opt out of EODCRS to return to ASRS,
they are automatically enrolled in EODCRS, which is a de-
fined contribution plan administered by Nationwide Re-
tirement Solutions, a third party vendor. The elected offi-

cial will contribute and participate in the Elected Officials’
Defined Contribution Retirement System Disability Pro-
gram administered by EODCRS.

At June 30, 2020, the number of participating local govern-
ment employer groups in EORP consisted of:

GROUP 2020
Municipalities 22
County Agencies 15
State of Arizona 1
Total Groups 38

At June 30, 2020, statewide EORP membership consisted
of:

RETIREMENT PLAN
MEMBERSHIP TYPE 2020
Retirees 1,254
Inactive 175
Active 457
Total Members 1,886

The EORP provides retirement benefits as well as death
and disability benefits. Generally, all benefits vest after
five years of credited service.

BENEFIT PROVISIONS

Employees who became a member on or before December
31, 2011: Pursuant to A.R.S. §§ 38-801(5, 7 and 15), 38-
805(A) and 38-808, normal retirement will commence the
first day of the month following termination of employ-
ment to an elected official who ceases to hold office based
on the following age and service requirements:

o Age 65 years with 5 or more years of credited service, or

e Age 62 years with 10 or more years of credited service,
or

« 20 or more years of credited service (regardless of age).

The amount of a normal retirement pension is 4% of the
member's average yearly salary multiplied by the years of
the member's credited service, not to exceed 80% of the
member's average yearly salary.

Members who have at least five (5) years of credited ser-
vice and who cease to serve as an elected official may re-
tire before meeting the age or service requirement for nor-
mal retirement.

The amount of an early retirement pension is 4% of the
member's average yearly salary multiplied by the years of
the member's credited service, not to exceed 80% of the
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member's average yearly salary then reducing that amount
by three-twelfths of one percent for each month early re-
tirement precedes the member's normal retirement age.
The maximum reduction is 30%.

The average monthly benefit compensation is equal to an
average of the highest 36 consecutive months of compen-
sation (salary) within the last 10 years of credited service.
If an employee does not have three consecutive years of
credited service as an elected official, the considered peri-
od is the employee’s last consecutive period of employ-
ment with a Plan employer immediately before retirement.

Employees who became a member on or after January 1,
2012 but prior to January 1, 2014: Pursuant to ARS. §§ 7%-
801(5, 7 and 15), 38-805(B) and 38-808, normal retire-
ment benefits will commence the first day of the month
following termination of employment and based upon the
following:

e Age 65 years, with 5 or more years of credited service, or
e Age 62 years, with 10 or more years of credited service.

The amount of a normal retirement pension is 3% of the
member’s average yearly salary multiplied by the mem-
ber’s credited service, not to exceed 75% of the member’s
average yearly salary. Early retirement benefits are not
available.

The average monthly benefit compensation is equal to an
average of the highest 60 consecutive months of compen-
sation (salary) within the last 10 years of credited service.
If an employee does not have five consecutive years of
credited service as an elected official, the considered peri-
od is the employee’s last consecutive period of employ-
ment with a Plan employer immediately before retirement.

Active members who have at least five years of service
with the System that have previous service with an agency
of the U.S. Government, a state of the U.S,, or a political sub-
division of a state of the U.S. may elect to purchase up to 60
months of any part of the prior service if the prior service
is not on account with any other retirement system.

CORRECTIONS OFFICER RETIREMENT PLAN

CORP is an agent, multiple-employer defined benefit pen-
sion plan established by Title 38, Chapter 5, Article 6 of the
Arizona Revised Statutes, to provide benefits for prison
and jail employees of certain state, county and local gov-
ernments. CORP includes a cost-sharing, multiple-
employer defined benefit pension plan for Administrative
Office of the Courts (CORP-AOC) probation officers and an
agent, multiple-employer defined benefit pension plan for
all other members. The Board of Trustees of the Public
Safety Personnel Retirement System and 28 local boards
administer the plan.

CORP-AOC provides the same benefits as CORP. The signif-
icant accounting and investment policies used for CORP
are also used for CORP-AOC. Each eligible group partici-
pating in the Plan has a five-member local board. Each
local board is responsible for determining eligibility for
membership, service credits, eligibility for benefits, the
timing of benefit payments, and the amount of benefits for
its eligible group of employees. The various governing
bodies pay all costs associated with the administration of
the local boards.

Any county or city in the state of Arizona may elect to have
its eligible employees (generally prison or jail personnel
who have direct inmate contact) covered by CORP. At June
30, 2020, the number of participating local government
employer groups consisted of:

GROUP 2020
CORP AOC 15
Towns Dispatchers 3
Cities Dispatchers 1
Cities Detention 1
Counties Dispatchers 4
Counties Detention 14
State Agency Dispatchers 1
State Agency Detention 3
Total Groups 42

Designated positions for state and local government em-
ployers that elect to join the Plan are eligible to participate
in CORP, if the employee’s customary employment is for at
least forty (40) hours per week, or as defined by statute.
Those positions are specified in A.R.S. §38-881 and include
(but not limited to) state, county, city or town detention
officers, certain dispatchers, and specifically designated
positions for Arizona Department of Corrections and the
Department of Juvenile Corrections employees.

At June 30, 2020, statewide CORP membership consisted
of:

RETIREMENT PLAN
MEMBERSHIP TYPE CORP CORP-AQC 2020
Retirees 5,185 864 6,049
Inactive 2,985 619 3,604
Active 8,958 1,978 10,936
Total Members 17,128 3,461 20,589

CORP provides retirement benefits as well as death and
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disability benefits. Generally, all benefits vest after five
years of credited service.

BENEFIT PROVISIONS

Employees who became a member on or before December
31, 2011: Pursuant to A.R.S. §§ 38-881 and 38-885, per
election, retirement benefits will commence the first day of
the month following termination of employment and based
upon the following age and service requirements:

o For retirement with 20 years of credited service, but less
than 25 years of credited service, or 80 points (age plus
credited service) if membership date is on/after 8/9/01:
50% of the member’s average monthly salary plus 2% of
member’s average monthly salary multiplied by each
year of credited service over 20 (including fractional
years).

e For retirement with 25 or more years of credited ser-
vice, or 80 points if membership date is on/after 8/9/01:
50% of the member’s average monthly salary plus 2.5%
of member’s average monthly salary multiplied by each
year of credited service over 20 (including fractional
years) with a maximum of 80%.

« For retirement with 20 years of service, but less than 20
years of credited service, or 80 points if membership
date is on/after 8/9/01: Member’s average monthly
salary multiplied by 2.5% for each year of credited ser-
vice (include fractional years).

o For retirement with 80 points, if membership date is
PRIOR to 8/9/01: Member’s average monthly salary
multiplied by 2.5% for each year of credited service
(include fractional years) with a maximum of 75% of
average monthly salary.

o For retirement at age 62, with 10 years of service: Mem-
ber’s average monthly salary multiplied by 2.5% for
each year of credited service (include fractional years).

Inactive members that have at least 10 years of credited
service may elect to receive a “deferred annuity” at age 62.
This annuity is a lifetime monthly payment that is actuari-
ally equivalent to the member’s accumulated contributions
in the Plan plus an equal amount paid by the employer.
This annuity is not a retirement benefit and annuitants are
not entitled to survivor benefits, benefit increases, or the
group health insurance subsidy.

The average monthly salary is equal to an average of the
highest 36 consecutive months of compensation (salary)
within the last 10 years of credited service.

Employees who became a member after December 31, 2011
but before July 1, 2018: Pursuant to ARS. §§ 72-881 and 38
-885, retirement benefits will commence the first day of
the month following termination of employment and based
upon the following:

« Forretirement at age 62, with 10 years of service: Mem-
ber’s average monthly salary multiplied by 2.5% for
each year of credited service (include fractional years).

e For retirement at age 52.5, with 25 or more years of
credited service: 62.5% of the member’s average
monthly salary plus 2.5% of the average monthly salary
for each year of credited service over 25 (include frac-
tional years) with a maximum of 80%.

o For retirement at age 52.5, with 25 years of service but
less than 25 years of credited service: average monthly
salary multiplied by 2.5% for each year of credited ser-
vice (include fractional years).

The average monthly salary is equal to an average of the
highest 60 consecutive months of compensation (salary)
within the last 10 years of credited service.

Employees who become a member on or after July 1, 2018:
Pension reform legislation (Laws 2017 First Regular Ses-
sion, Chapter 163) passed in 2017 that created a new tier
of benefits for those members who will become members
on or after July 1, 2018. The legislation closed CORP to new
members for corrections and detention positions. Newly
hired corrections and detention officers who work in state
prisons, county jails, and municipalities will receive retire-
ment benefits through PSPDCRP.

CORP remains open for new hires of Arizona’s Administra-
tive Office of the Court’s probation and surveillance posi-
tions. Those hired into these positions will have the choice
of enrolling in the defined benefit plan or in the PSPDCRP.
Salary includes the base salary, shift differential pay, mili-
tary differential wage pay and holiday pay paid a member
for personal services rendered in a designated position to
a participating employer on a regular monthly, semi-
monthly or biweekly payroll basis. Salary includes
amounts that are subject to deferred compensation or tax
shelter agreements. “Base salary” means the amount of
compensation each member is regularly paid for personal
services rendered to an employer before the addition of
any extra monies, including overtime pay, shift differential
pay, holiday pay, fringe benefit pay and similar extra pay-
ments.

The average monthly benefit compensation is equal to an
average of the highest 60 consecutive months of salary
within the last 10 years of service.

In accordance with Proposition 125 passed by the State of
Arizona voters in November 2018, the Cost of Living Ad-
justment (COLA) increases for correction officer retirees
and survivors will be determined based on the Consumer
Price Index (CPI) for the metropolitan Phoenix-Mesa area
for the calendar year prior to each July payout and is
capped at 2%. Proposition 125 overrides all prior calcula-
tion methods for increases for correction officer retirees.
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Pursuant to A.R.S. §§ 38-881 (7, 11, 27, 28, 41 and 43), 38-
885.02 and 38-885, retirement benefits will commence the
first day of the month, for Tier 3 Defined Benefit (DB)
Members, following termination of employment and based
upon the following:

e Age 52.5, with 10 years of credited service, or
e Age 55, with 10 or more years of credited service

The Cost of Living Adjustment (COLA) benefit increases are
payable after 7 years of retirement, or at age 60, whichever is
first, and are determined based on the following funding level
schedule of the CORP plan.

Funding Level Increase
70% to < 80% 1.0% cap
80% to < 90% 1.5% cap
90% or more 2.0% cap

Employees who became a Tier 2 Member on or after Janu-
ary 1, 2012 are not eligible for a “deferred annuity.” How-
ever, a member who attains the service requirement for a
normal retirement, but does not meet the age requirement,
may elect to leave contributions on account until reaching
the age requirement and then elect to receive a retirement
benefit (which entitles them to survivor benefits, benefit
increases, or the group health insurance subsidy).

Active members who have at least five (5) years of credit-
ed service with the System that have previous service with
an agency of the U.S. Government, a state of the U.S,, or a
political subdivision of a state of the U.S. may elect to pur-
chase up to 60 months of any part of the prior service if the
prior service is not on account with any other retirement
system. Those members may also purchase up to 60
months of credited service for periods of active military
service performed before employment with their current
employer.

CORP members who are eligible for a normal pension
(based on service and age) may be eligible to participate in
the Reverse DROP. Under the Reverse DROP, the member
must voluntarily and irrevocably elect to terminate em-
ployment and receive a normal retirement upon participa-
tion in the Reverse DROP.

If a member elects to participate in the Reverse DROP, the
years of service credit cannot go below 24 (non-
dispatcher), or 25 (dispatcher) years of service credit after
the Reverse DROP months are applied. The maximum
number of months that a member could elect to reverse is
60 months (5 years).

The member’s pension will be calculated using the factors
of credited service and average monthly benefit compensa-
tion in effect on the Reverse DROP date.

The lump sum distribution is credited as though it accrued
monthly from the Reverse DROP date to the date the mem-
ber elected to participate in the Reverse DROP (plus inter-
est equal to the yield on a five (5) year Treasury note as of
the first day of the month as published by the Federal Re-
serve Board).

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND PLAN ASSET MATTERS

REPORTING ENTITY

The System functions as a separate statutory entity and
maintains rights to sue or be sued in its own name and to
hold property in its own name. For financial reporting
purposes, the System is considered a pension and OPEB
trust fund of the State of Arizona and is included as a com-
ponent unit in the State’s Comprehensive Annual Financial
Report. The System does not have any component units.

BASIS OF ACCOUNTING

The System’s financial statements are prepared using the
economic resources measurement focus and the accrual
basis of accounting. Member and employer contributions
are recognized when due, pursuant to formal commit-
ments, as well as statutory or contractual requirements.
Pension and Health Insurance subsidy benefits are recog-
nized when due and payable in accordance with the terms
of the Plan. Refunds are due and payable by state law
within 20 days of receipt of a written application for a re-
fund. Refunds are recorded when paid. Expenses are rec-
orded when the corresponding liabilities are incurred, re-
gardless of when payment is made.

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.

Investments—Publicly traded investments are reported at
fair value by the custodial agent. The agents' determina-
tion of fair values includes, among other things, utilization
of pricing services or prices quoted by independent bro-
kers at current exchange rates.

The fair value of limited partnership investments are
based on estimated current value and accepted industry
practice. Fair value is based on estimates and assumptions
from information and representations provided by the
respective general partners, in the absence of readily as-
certainable market value.
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See Note 5 for a schedule of investments measured at fair
value and additional information regarding the inputs used
to determine the fair value of investments.

The derivative instruments held by PSPRS consist of fu-
tures, forward contracts, options, swaps, and rights. Fair
values of derivative instruments are determined by the
custodial agent and reported on the Statement of Fiduciary
Net Position. Changes in fair value of derivative instru-
ments are reported as net appreciation of fair value on the
Statement of Changes in Fiduciary Net Position.

Income derived from investments is recognized when
earned. Investment expenses are recognized when in-
curred. Performance fees are reported net with the appre-
ciation in fair value of investments. Net appreciation in fair
value of investment assets is determined by calculating the
change in the fair value of investments between the end of
the year and the beginning of the year, adjusting for cash
flows related to investment purchases and sales. Interest
income is recorded on the accrual basis and dividends are
recorded on the ex-dividend date. Security transactions
and any resulting gains or losses are accounted for on a
trade date basis.

Investment income net of administrative and investment
expenses, is allocated to each employer group based on the
average relative reserves for that year. ~Administrative
fees are funded from investment returns and in cases
where there is a loss, the fees are then funded from contri-
butions.

Investment-related costs are reported as investment ex-
pense, if they are separable from investment income and
administrative expense of the plan. Investment expense
includes fees that were paid directly to external invest-
ment managers, but does not include fees that are not
readily separable from investment income.

By state statute, the System is required to provide infor-
mation in the financial statements used to calculate Net
Effective Yield. Net Effective Yield includes only realized
gains and losses. The Net Realized Gain used in this calcu-
lation totaled $288,457 for the fiscal year ended 2020.

This calculation is independent of the calculation of the
change in the fair value of investments and may include
unrealized amounts from prior periods.

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 fidu-
ciary net position held in trust for pension benefits at June
30, 2020. Actual results could differ from those estimates.

NOTE 3: HEALTH INSURANCE PREMIUM SUBSIDY

The System provides health insurance premium subsidies
in accordance with A.R.S. §38-857, §38-817 and §38-906
on behalf of eligible retired members who are receiving
health benefits through the Arizona State Retirement Sys-
tem, Arizona Department of Administration, or the partici-
pating employer of the retired member. In 2014, the Sys-
tem set up separate 401(h) healthcare plans (one for each
pension plan) to receive contributions, invest assets, and
pay subsidies. These plans qualify as Other Post Employ-
ment Benefits plans (OPEB) and are administered by the
PSPRS Board of Trustees.

Contribution rates are determined annually by the Plan’s
actuary.

The EORP and CORP-AOC healthcare plans are cost-
sharing plans. The following disclosures are applicable to
those cost-sharing plans. The summary of significant ac-
counting policies and investment policies for the
healthcare plans are the same as the corresponding retire-
ment plans, as are the mortality tables. The healthcare
plan assets are accounted for by employer, and are only
available to pay health insurance benefits.

At June 30, 2020, statewide membership consisted of:

MEMBERSHIP TYPE HEALTH INSURANCE SUBSIDY
RETIREES 2020
PSPRS 8,695
EORP 771
CORP 3,043
CORP-AQC 364
Total Members 12,873
BENEFIT PROVISIONS

The subsidy consists of a fixed dollar amount set by stat-
ute, capped at the following amounts:

SINGLE FAMILY
Not All Not All One
Medicare Medicare Medicare Medicare With
Eligible Eligible Eligible Eligible Medicare
$150.00 $100.00 $260.00 $170.00 $215.00

Comprehensive Annual Financial Report

41



42

FINANCIAL SECTION

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Since the only benefits paid are the subsidies paid to retir-
ees defined in statute which seldom, if ever, change, the
plan does not have assumptions about inflation, healthcare
cost trend rates, salary changes, future COLAs, or the shar-
ing of costs with inactive plan members. The discount rate
is 7.3%, equal to the long-term expected rate of return on
OPEB plan investments. Investments are pooled with re-
tirement plan investments for investment purposes. The
actuarial methods and assumptions used for the health
insurance premium subsidy benefit are as follows:

HEALTH INSURANCE PREMIUM SUBSIDY

ACTUARIAL ASSUMPTIONS
Measurement Date: June 30, 2020
Valuation Date: June 30, 2020
Actuarial Cost Method: Entry Age Normal
Asset Valuation: Fair Value
Discount Rate: 7.30%

The EORP health insurance subsidy plan has net position
of $23.216 million as of June 30, 2020, and a total OPEB
liability of $13.665 million for a funding ratio of 169.89%.
The Net OPEB Asset is $9.551 million, equal to 21.63% of
covered payroll, which is $44.154 million. If the discount
rate had been 6.3%, the Net OPEB Asset would have been
$8.448 million and if the discount rate had been 8.3%, the
Net OPEB Asset would have been $10.512 million.

The CORP-AOC health insurance subsidy plan has net posi-
tion of $11.865 million to cover the total OPEB liability of
$15.803 million for a funding ratio of 75.08%.

The Net OPEB Liability is $3.938 million, equal to 3.50% of
covered payroll, which is $112.533 million. If the discount
rate had been 6.3%, the Net OPEB Liability would have
been $5.725 million and if the discount rate had been
8.3%, the Net OPEB Liability would have been $2.430 mil-
lion.

In accordance with GASB Statement No. 74, the value of
assets used in this disclosure is the plan net position rather
than a smoothed actuarial value of assets.

Actuarial valuations involve estimates of the value of re-
ported amounts and assumptions about the probability of
events far into the future, and the actuarially determined
amounts are subject to continual revision as actual results
are compared to past expectations and new estimates are
made about the future.

NOTE 4: CONTRIBUTION REQUIREMENTS

Contribution rates for members and employers are defined
in statute. The System's funding policy also provides for
employer contributions set at actuarially determined rates
that are designed to accumulate sufficient assets to pay
benefits when due. Rates for PSPRS and CORP are recalcu-
lated annually based on annual actuarial valuation results.
During the year ended June 30, 2020, employer contribu-
tions to PSPRS and CORP were made in accordance with
contribution requirements determined by an actuarial val-
uation of the Plans as of June 30, 2018. Contributions to
EORP were made in accordance with rates set in statute.

PSPRS

PSPRS member contributions rates vary depending on
when the member was hired by a PSPRS affiliated employ-
er. PSPRS member contribution rates for fiscal 2020 were
as follows:

e Membership prior to July 19, 2011 (Tier 1)- 7.65% of
covered payroll;

e Membership on or after July 20, 2011 (Tier 1) - 11.65%
of covered payroll;

e Membership on or after January 1, 2012 and before July
1, 2017 (Tier 2)- 11.65% of covered payroll, plus 3% to
PSPDCRP, if in a non-social security covered position;

e Membership date on or after July 1, 2017 (Tier 3)-
10.36% (for most employers) of covered payroll, plus
3% to PSPDCRP, if in a non-social security position. If the
PSPRS member elected to participate in only PSPDCRP,
the contribution rate was 10.51% (9%, plus 1.51% for
disability plan contributions) of covered payroll.

e The employer alternate contribution rate applicable to
all employee tiers for return to work employees was
43.09%

PSPRS is an agent plan, therefore, each employer pays a
separate contribution rate, which is actuarially deter-
mined. The fiscal 2020 PSPRS employer contribution rate
for PSPRS in the aggregate (for members hired prior to
July 1, 2017) represented 52.47% of covered payroll
(52.31% to the pension plan and 0.16% to the OPEB plan).

Employer contribution rates shall not be less than 8% of
covered payroll. For any employer whose actuarial contri-
bution rate was less than 8% in fiscal year 2007, that em-
ployer's contribution rate is not subject to the 8% mini-
mum but shall be at least 5%.

Comprehensive Annual Financial Report



FINANCIAL SECTION

NOTES TO THE FINANCIAL STATEMENTS (Continued)

EORP

As of January, 1 2014, the Arizona State Legislature closed
the Elected Official’s Retirement Plan to new members.

The State of Arizona appropriates $5 million annually from
the general fund toward the reduction in the unfunded
liability. The $5 million is considered a non-employer con-
tributing entity contribution and is presented as such on
the Statement of Changes in Fiduciary Net Position. In ad-
dition, EORP receives additional contributions from court
fees from certain employers as specified in A.R.S. § 38-810,
which are shown as such on the Statement of Changes in
Fiduciary Net Position.

EORP contribution rates vary depending on when the em-
ployee was hired by an EORP affiliated employer. EORP
employee and employer contribution rates for fiscal 2020
were as follows:

e Employees appointed or hired prior to July 20, 2011
(Tier 1) - 7.00% of covered payroll. The employer con-
tribution rate was 61.43%.

o Employees appointed or hired between July 20, 2011
and December 31, 2011(Tier 1) - 13.00% of covered
payroll. The employer contribution rate was 61.43%.

« Employees appointed or hired between January 1, 2012
and December 31, 2013 (Tier 2) - 13.00% of covered
payroll. The employer contribution rate was 61.43%.

o Employees appointed or hired after December 31, 2013
(Tier 3) - and do not have an account with EORP (active,
inactive or retired), but have an account (active or inac-
tive) with the Arizona State Retirement System (ASRS),
may be required to pay into their existing account with
ASRS. The ASRS employee contribution rate for fiscal
2020 was 12.11% (11.94% defined benefit, plus 0.17%
for LTD). The corresponding employer contribution rate
was 61.60% (11.94% defined benefit and 0.17% LTD
paid to ASRS, plus 49.49% for legacy costs paid to
EORP).

« Employees appointed or hired after December 31, 2013
(Tier 3) - and do not have an account with EORP (active,
inactive or retired) or ASRS must contribute to the EOD-
CRS. The EODCRS employee contribution rate for fiscal
2020 was 8.125% (8.00% defined contribution, plus
0.125% for disability). The 8% employee contribution is
paid directly to Nationwide Retirement Solutions, Inc.
(“Nationwide”), which is deposited directly into the em-
ployees’ individual account. The employer contribution
rate was 61.555% (6% defined contribution paid direct-
ly to Nationwide, 0.125% disability and 55.43% legacy
costs both paid to EORP).

e The employer alternate contribution rate applicable to
all employee tiers for return to work employees was
39.72%.

CORP

The member contribution rate for CORP is 7.96% for dis-
patchers and 8.41% for non-dispatchers. While each em-
ployer in CORP pays a separate contribution rate, actuari-
ally determined contributions for CORP (including CORP-
AOC) in the aggregate for fiscal year 2020 represented
27.59% of covered payroll (27.59% to the pension plan
and 0.00% to the OPEB plan). The employer alternate con-
tribution rate applicable to all employee tiers was 23.28%.

CORP-AOC

The actuarially determined contributions for CORP-AOC
separately were 31.24% of covered payroll (30.71% to the
pension plan and 0.53% to the OPEB plan). The minimum
employer contribution rate is 6% (in accordance with
ARS. § 38-891).

NOTE 5: CASH AND INVESTMENTS

CASH

Custodial credit risk for deposits is the risk that in the
event of a bank failure, the System’s deposits may not be
returned. The deposits are held in two financial institu-
tions with a balance of up to $250,000 and (permanently
guaranteed as of July 21, 2010) insured by the Federal De-
posit Insurance Corporation (FDIC). The System mitigates
custodial credit risk for deposits by requiring the financial
institutions to pledge securities from an acceptable list in
an amount at least equal to 102% of the aggregate amount
of the deposits on a daily basis. The FDIC insurance and
pledged securities exceeded the cash deposits as of June
30, 2020.

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 schedule of the aggregate book and
bank balances of all cash accounts (in thousands) as of
June 30, 2020:

BOOK BANK

BALANCE = BALANCE

Operating Cash and Deposits with banks 18,446 10,543
(collateralized by securities)

Short-term investment funds held at custodial bank 298,544 298,544

Total Deposits 316,990 309,087

MONEY-WEIGHTED RATE OF RETURN

The money-weighted rate of return expresses investment
performance, net of investment expense, adjusted for the
changing amount actually invested. The money-weighted
rate of return on investments for FY2020 was 1.51% .
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FAIR VALUE REPORTING

Short-term investments are reported at cost plus accrued
interest. The System categorizes its fair value measure-
ments for investments within the hierarchy established 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.

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

e 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.

e 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.

The System has the following investments within the hier-
archy framework as of June 30, 2020:

INVESTMENTS MEASURED AT FAIR VALUE

(IN'$ THOUSANDS)
Fair Value Level 1 Level2  Level 3

Capital Appreciation
US Public Equity 2,169,908 2,169,859 49 -
International Public Equity 1,608,305 1,608,305 - -

Total Equity 3,778,213 3,778,164 49 -
Core Bonds
US Core Bonds 8,054 - 8,054 -
Non US Core Bonds 3,982 344 3,638 -

Total Core Bonds 12,036 344 11,692 -
Diversifying Strategies
Non US Diversifying Strategies 85,807 85,807 - -

Total Diversifying Strategies 85,807 85,807 - -
Total Fair Value 3,876,056 3,864,315 11,741 -

The fair value of alternative investments is based on the
investments’ net asset value (NAV) per share.

These are investments for which exchange quotations are
not readily available and are valued at estimated fair value,
as determined in good faith by the General Partner of each
fund or by the investment manager responsible for that
sector.

Alternative investments are most often established as
pooled private investment limited partnerships that are
open to a limited group of accredited investors, require
large minimum investments and are illiquid. Investors in
such structures are Limited Partners.

Diversifying Strategies - Investments are held in com-
mingled funds that are designed to offer risk reduction,
uncorrelated returns and liquidity. There are 16 unique
investments in this classification as of June 30, 2020.

Private Credit - Investments are held in commingled
funds that focus on middle-market cash-flow lending.
There are 13 private lending investments and 47 special
credits investments in this classification as of June 30,
2020.

Global Private Equity - Investments are held in com-
mingled funds focused on middle-market buyouts, venture
capital, real estate, real asset and growth equity invest-
ments. There are 90 buyouts / venture capital, 28 real as-
sets and 47 real estate investments in this classification as
of June 30, 2020.

Contractual Income-Other Private Holdings - Invest-
ments include esoteric income oriented transactions such as
royalty and/or leasing strategies as well as farmland and rein-
surance agreements. There are 10 investments in this clas-
sification as of June 30, 2020.

Capital Appreciation - Investments that translate growth
in the economy to growth of the Trust’s assets through
appreciation. Sub-asset classes in capital appreciation in-
clude U.S Equity, International Equity and the alternative
asset class, Global Private Equity. There are 4 holdings in
this classification as of June 30, 2020.

Redemptions (the ability to withdraw money from an in-
vestment) are allowed in all of the individual investments
within Diversifying Strategies. Redemptions are allowed
monthly, quarterly or annually. Funds in Private Credit,
Global Private Equity and Contractual Income (CI)-Private
Holdings generally do not allow investors to redeem, how-
ever, interests may be transferred at a negotiated price.
Our US Equity, International Equity as well as certain Fixed
Income investments and placeholder investments like
ETFs are considered highly liquid (1-5 days). The remain-
ing portfolio could be considered largely illiquid (including
all of Global Private Equity, Private Credit, as well as Capi-
tal Appreciation-Private Holdings and CI-Private Hold-

ings).
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The following table provides more information about the
unfunded commitments for the System’s investments
measured at the Net Asset Value:

INVESTMENTS MEASURED AT NET ASSET VALUE (NAV)

(IN $ THOUSANDS)

Unfunded
Investment Fair Value Commitments
Core Bonds 118,056
Diversifying Strategies 1,321,727
Global Private Equity 2,930,104 1,832,465
International Public Equity 157,740
Other Assets (Capital Appreciation) 102,092 27,851
Other Assets (Contractual Income) 247,214 168,919
Private Credit 1,502,769 1,139,548
US Public Equity 301,731
TOTAL 6,681,433 3,168,783

By statute, the Board of Trustees delegates investment
decisions to the Executive Director , who delegates to the
Chief Investment Officer (CIO). The CIO makes invest-
ments in accordance with the following "Prudent Man"
rule provided:

1) That not more than 5% of the combined assets of the
system or other plans that the Board manages shall be
invested in corporate stock issued by any one corpora-
tion, other than corporate stock issued by corporations
chartered by the United States government or corpo-
rate stock issued by a bank or insurance company.

2) That not more than 5% of the voting stock of any one
corporation shall be owned by the System and other
Plans that the Board administers, except that this limi-
tation does not apply to membership interests in lim-
ited liability companies.

3) That corporate stocks and exchange traded funds eligi-
ble for purchase shall be restricted to stocks and ex-
change traded funds that, except for bank stocks, insur-
ance stocks and membership interests in limited liabil-
ity companies, are either:

a) Listed or approved on issuance for listing on an ex-
change registered under the Securities Exchange Act
of 1934, as amended (15 United States Code §78a
through §78pp);

b) Designated or approved on notice of issuance for
designation on the national market system of a na-
tional securities association registered under the
Securities Exchange Act of 1934, as amended (15
United States Code §78a through §78pp).

c) Listed or approved on issuance for listing on an ex-
change registered under the laws of this [Arizona]
state or any other state.

d) Listed or approved on issuance for listing on an ex-
change of a foreign country with which the United
States is maintaining diplomatic relations at the time
of purchase, except that no more than 20% of the
combined assets of the System and other Plans that
the Board manages shall be invested in foreign secu-
rities, based on the cost value of the stocks irrespec-
tive of capital appreciation.

CUSTODIAL CREDIT RISK

Unlike other deposit- or investment-associated risks, cus-
todial credit risk is the risk of loss associated with the
counter-party’s failure. Normally, a broker is considered to
be an agent of an investor. For the purposes of analyzing
custodial credit risk for investments, however, a broker is
a “counter-party.” A “counter-party” in this context is de-
fined to include any entity that obtained the investment on
the Trust’s behalf. Custodial credit risk differs in its appli-
cation between bank deposits and investments.

The PSPRS Trust eliminates investment Custodial Credit
Risk because all securities are held in the Trust’s name at
the custodian bank, BNY Mellon.

CREDIT RISK

Credit Risk is the risk that an issuer or other counterparty
to an investment will not fulfill its obligation to the System.
Each portfolio is managed in accordance with investment
guidelines that are specific as to permissible credit quality
ranges, exposure levels within individual quality tiers, and
the average credit quality of the overall portfolios.

In preparing this report, collateral for securities lending
has been excluded because it is invested in a securities
lending collateral investment pool.

The following table summarizes the System’s fixed income
portfolio exposure levels and credit quality as of June 30,
2020:

CREDIT QUALITY RATING
(IN'$ THOUSANDS)
MOODY’S FAIR
RATING VALUE
A1— Aaa 85,739
Bal—Ba3 2,165
Baal— Baa3 26,624
C 3
Not Rated 15,561
Total 130,092
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NOTE 6: 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. Depreciation expense for
the year ended June 30, 2020, was $133 thousand.

The following table is a schedule of the capital asset ac-
count balances as of June 30, 2020, and changes to those
account balances during the year ended June 30, 2020.

SCHEDULE OF CAPITAL ASSETS

(IN'$ THOUSANDS)
BUILDING  FURNITURE TOTAL
oo R R S
CAPITAL ASSETS
June 30, 2020 615 4,631 1,697 6,943
ACCUMULATED DEPRECIATION
June 30, 2020 (1,921) (1,697) (3,618)
Net Capital Assets 615 2,710 - 3,325

NOTE 7: NET PENSION LIABILITY

The following disclosures are only applicable to EORP and
CORP-AOQC, as only cost-sharing plans are required to re-
port the net pension liability (NPL). PSPRS and CORP are
agent plans, therefore, the following note disclosures are
not applicable to PSPRS and CORP.

DETERMINATION OF THE NET PENSION LIABILITY
The components of the NPL for EORP and CORP-AOC as of
June 30, 2020, are as follows:

(IN-$ THOUSANDS)
EORP  CORP-AOC
Total Pension Liability 961,464 956,765
Plan Fiduciary Net Position 286,502 479,098
Net Pension Liability 674,962 477,667
Plan Fiduciary Net Position as a 20.8% 50.1%

Percentage of the Total Pension Liability

ACTUARIAL ASSUMPTIONS AND METHODS

The actuarial assumptions shown in the following table are
used for calculating the total pension liability and may be
different than those used for the calculation of funding and
contribution rates.

Actuarial assumptions utilized in the June 30, 2020 valua-
tions for EORP and CORP-AOC were based on the results of

actuarial experience studies for the 5-year period ended
June 30, 2017.

June 30, 2020
June 30, 2020

Measurement Date:

Valuation Date:

Actuarial Cost Method: Entry Age Normal
Asset Valuation Method: Fair Value
Long Term Rate of Return 7.30%
Salary Increases: EORP 3.75%, CORP-AOC 3.50%
Price Inflation: 2.50%
Mortality Rates: PubG-2010 Tables
Cost of Living Adjustment: 1.75%

There were no assumption changes for FY 2020.

The long-term expected rate of return on pension plan in-
vestments for both EORP and CORP-AOC was determined
using a building-block method in which best estimate
ranges of expected real rates of return (expected returns,
net of pension plan investment expense) are developed for
each major class. Based on the asset allocation, a real rate
of return for the portfolio as a whole is determined. The
expected nominal rate of return is determined by adding
the expected inflation to the real rate of return. The Sys-
tem’s independent investment advisor, NEPC, developed a
30-year return forecast which includes an inflation as-
sumption of 2.40%. The following table shows the ex-
pected geometric nominal rate of return for pension plan
investments as of June 30, 2020:

EXPECTED RETURN - GEOMETRIC BASIS

LONG-TERM

REAL EXPECTED

TARGET RETURN PORTFOLIO

ASSET GEOMETRIC REAL RATE

ASSET CLASS ALLOCATION BASIS OF RETURN

U.S. Public Equity 23% 4.93% 1.13%

International Public Equity 15% 6.09% 0.91%

Global Private Equity 18% 8.42% 1.52%

Other Assets (Capital 7% 5.61% 0.39%
Appreciation)

Core Bonds 2% 0.22% 0.00%

Private Credit 22% 5.31% 1.17%

Diversifying Strategies 12% 3.22% 0.39%

Cash - Mellon 1% -0.60% -0.01%

Total 100% 5.51%

Inflation 2.40%

Expected Geometric Nominal Return 7.91%
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DISCOUNT RATE

The single discount rate of 7.3% was used to measure the
total pension liability. This discount rate was based on the
expected long-term rate of return on pension plan invest-
ments of 7.3%. The projection of cash flows used to deter-
mine this discount rate assumed that plan member contri-
butions will be made at the current contribution rates and
that employer contributions will be made at rates set by
statute. The projection also assumes non-employer contri-
butions will be made at historical rates. Based on these
assumptions, the respective plan’s fiduciary net position
was projected to be available to make all projected future
benefit payments of current plan members. Therefore, the
long-term expected rate of return on pension plan invest-
ments was applied to all periods of projected benefit pay-
ments to determine the total pension liability.

SENSITIVITY OF THE NET PENSION LIABILITY TO
CHANGES IN THE DISCOUNT RATE

The following table presents the NPL for EORP and CORP-
AOC using the current discount rate, as well as what the
respective plan’s NPL would be if it were calculated using a
discount rate that is one percent lower and one percent
higher than the current discount rate.

SENSITIVITY TO CHANGES IN THE DISCOUNT RATE

(IN $ THOUSANDS)
CURRENT
1% DISCOUNT 1%
DECREASE RATE INCREASE
6.30% 7.30% 8.30%
EORP Net Pension Liability 769,991 674,962 593,709
CORP-AQC Net Pension Liability 606,791 477,667 372,189

NOTE 8: OTHER BENEFITS

The System adopted a supplemental defined contribution
plan available for all contributing members of an eligible
group. An eligible group is defined as the management and
employees of the PSPRS System, the PSPRS, the EORP and
the CORP.

The employees of any of these eligible groups must make
an election to participate within two years after the em-
ployee first meets the eligibility requirements to partici-
pate in the plan. The election to participate is irrevocable
and continues for the remainder of the employee’s employ-
ment with the employer. If an employee elects to partici-
pate, the employee must contribute at least 1% of the em-
ployee’s gross compensation. The IRS maintains that the
employers designate the amounts contributed by each em-
ployee. All amounts contributed are subject to the discre-
tion and control of the employer. Employee contributions

and earnings to the plan are immediately vested. Employ-
er contributions, if any, are vested based on the following
schedule:

Less than one year of service: 0%
One year but less than two: 20%
Two years but less than three: 40%
Three years but less than four: 60%
Four years but less than five: 80%
Five years or more: 100%

The supplemental defined contribution plan is adminis-
tered by Nationwide Retirement Solutions, Inc. All contri-
butions are sent directly to Nationwide Retirement Solu-
tions, Inc. from the participating employer groups.

NOTE 9: PSPRS EMPLOYEE RETIREMENT PLAN

The employees of the System are covered under the Arizo-
na State Retirement System (ASRS) for pension benefits
after retirement.

PLAN DESCRIPTION

ORGANIZATION

The Arizona State Retirement System (ASRS) is a compo-
nent unit of the State of Arizona. The 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 and employees of participating politi-
cal subdivisions and school districts. The ASRS is adminis-
tered in accordance with Title 38, Chapter 5, Article 2 of
the Arizona Revised Statutes (A.R.S.). The Long Term Disa-
bility Program is administered in accordance with Title 38,
Chapter 5, Article 2.1.

The operations and administration of the ASRS are vested
with the ASRS Board of Trustees, which is comprised of
nine members, whom are appointed by the Governor and
confirmed by the Arizona Senate pursuant to A.R.S. §38-
211. The ASRS Board of Trustees is responsible for estab-
lishing and maintaining the funding policy.

BENEFITS

The ASRS provides benefits under formulas and provisions
described in Arizona State law. Benefits and administrative
expenses are paid from monies contributed by members
and employers and from earnings on investments. The
ASRS provides for retirement, disability, health insurance
premium supplemental benefits and survivor benefits.

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).
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Members with an initial membership date before July 1,
2011, are eligible for full retirement benefits upon the ear-
liest of attaining:

e Age 65;
e Age 62 with 10 years of credited service;
o Age plus credited service equaling 80 or more

Members with initial membership dates on or after July 1,
2011, are eligible for full retirement benefits upon the ear-
liest of attaining:

. Age 65,

o Age 62 with 10 years of credited service;
e Age 60 with 25 years of credited service;
e Age 55 with 30 years of credited service

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 60-month calculation is an option for members who
began contributing to the ASRS prior to January, 1, 1984.
To determine a member’s benefit using this formula, the
ASRS averages the highest 60 consecutive months of con-
tributions within the last 120 months of contributions.

This calculation includes base salary, additional contracts,
overtime and any other form of compensation. Termina-
tion payments may include vacation/sick pay (except for
state and county employees), compensation time pay, re-
tirement incentive pay (excludes payments made after re-
tirement begins, such as VIP or ESP), or any other pay-
ments paid at the time of termination.

The average monthly compensation calculation for mem-
bers who began contributing prior to January 1, 1984 is
automatically based on whichever calculation provides the
greater benefit.

The 36-month calculation is required for members who
contributed to the ASRS between January 1, 1984 and June
30, 2011. To determine a member’s benefit using this for-
mula, the ASRS averages the highest 36 consecutive
months of contributions within the last 120 months of con-
tributions reported. This calculation excludes any termi-
nation payments the member received upon retirement.

For members who began contributing to the ASRS on or
after July 1, 2011, the average monthly compensation used
in a retiring member’s retirement benefit calculation is the
highest consecutive 60 months of contributions in the last
120 months of contributions reported. Unlike the pre-1984
60 month calculation, the 60 month calculation enacted in
2011 does not include termination pay such as sick leave,
annual leave, etc.

The graded multiplier is a percentage set by Arizona State
statute. It is the percentage of the average monthly com-
pensation 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
the following graded multiplier schedule:

ASRS GRADED MULTIPLIER SCHEDULE

YEARS OF SERVICE MULTIPLIER
00.00 - 19.99 years 2.10%
20.00 - 24.99 years 2.15%
25.00 - 29.99 years 2.20%
30.00 or more years 2.30%

PERMANENT BENEFIT INCREASE (PBI)

Retired members who have been retired for at least one
year and members receiving LTD benefits, are eligible for a
benefit increase adjustment annually up to a maximum of
49, if funds are available.

The PBI is paid when the average investment return is in
excess of 8% over a rolling 10 year period from a reserve
of excess investment earnings. Funds are reserved when
total actuarial investment returns for each fiscal year are
greater than 8%. If there are no excess investment earn-
ings in the reserve, then no additional benefit increase
paid.

As of June 30, 2019, there is a $62.5 million balance in the
reserve for future PBIs however, this amount will not cre-
ate a PBI in the current year.

Retired members with at least 10 years of service who
have been retired five or more years are eligible for an en-
hanced permanent benefit increase (EPBI). For each com-
plete five-year period the member has been retired, an
incremental benefit is paid if monies to pay the benefit are
available. This benefit is funded by an interest credit of 8%
of the reserve for future PBIs.

Due to legislation enacted in the 2013 legislative session,
PBIs and EPBIs will not be awarded to members hired af-
ter September 13, 2013.

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.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

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.

Employers are also required to pay an Alternate Contribu-
tion Rate (ACR), for retired members who return to work.
ACR contributions totaling $33.7 million were received in
FY2019 and are included in Employer Contributions on the
Combined Statement of Changes in Fiduciary Net Position
in the June 30, 2019 CAFR.

Employers’ contractually required contribution rates as a
percentage of covered payroll and the employees’ match-
ing contributions were as follows for fiscal year 2019:

CONTRIBUTION RATES EMPLOYEE EMPLOYER
Retirement 11.64% 11.18%
Health Benefit Supplement - 0.46%
Long-Term Disability 0.16% 0.16%
TOTAL REQUIRED 11.80% 11.80%
Alternate Contribution Rate - 10.53%

The Arizona Revised Statutes allow the purchase of eligible
service credit for which no benefit can be paid by another
qualified plan. Purchasable services include leave of ab-
sence, military service, other public service employment
and previously forfeited service under the ASRS.

The Arizona Revised Statutes also allow purchase of mili-
tary service regardless of whether a benefit may be paid.

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 to the Plan based on years of service as follows:

YEARS OF SERVICE VESTING

25%
40%
55%
70%
85%
100%

5.00 - 5.99 years
6.00 - 6.99 years
7.00 - 7.99 years
8.00 - 8.99 years
9.00 - 9.99 years

10.00 or more years

Members with an initial membership date on or after July
1, 2011 will not receive any portion of the employer con-
tributions if they withdraw their account balance prior to
retirement. This does not apply to terminations due to an
employer reduction in force or position elimination, in
which case the above ASRS vesting schedule will apply.

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.

EMPLOYER CONTRIBUTIONS
Contributions are recognized as revenues when due, pur-
suant to statutory and contractual requirements.

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,
2019 CAFR.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

ACTUARIAL ASSUMPTIONS

The total pension liability was determined by an actuarial
valuation as of June 30, 2018, and rolled forward using
generally accepted actuarial procedures to June 30, 2019.
The following actuarial assumptions pertain to assump-
tions utilized for financial reporting requirements and dif-
fer from the assumptions utilized for funding purposes.
The principal differences between the actuarial assump-
tions for financial 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.

Actuarial Valuation Date June 30, 2018

Actuarial Roll Forward Date June 30, 2019

Actuarial Cost Method Entry Age Normal
Asset Valuation Fair Value
Discount Rate 7.50%
Projected Salary Increase 2.70 - 7.20%
Inflation 2.30%
Permanent Benefit Increase Included

Mortality Rates 2017 SRA Scale U-MP

The actuarial assumptions related to funding appear in the
Notes to Required Supplementary Information and the
Actuarial Section of the June 30, 2019 CAFR. 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 rec-
ommended changes, and those changes were effective as of
the June 30, 2017 actuarial valuation.

The long term expected rate of return on investments was
determined using a building-block method in which best-
estimate ranges of expected future real rates of return
(expected returns, net of investment expense and infla-
tion) are developed for each major asset class. These rang-
es are combined to produce the long term expected rate of
return by weighting the expected future real rates of re-
turn by the target asset allocation percentage and by add-
ing expected inflation. The best estimates of geometric
real rates of return for each major asset class included in
the asset allocation effective beginning July 2018, are sum-
marized in the following table:

EXPECTED RETURN GEOMETRIC BASIS

REAL LONG-TERM

TARGET RETURN EXPECTED

ASSET GEOMETRIC REAL RATE

ASSET CLASS ALLOCATION BASIS OF RETURN

Equity 50.00% 6.09% 3.05%

Credit 20.00% 5.36% 1.07%
Interest Rate

Sensitive Bonds 10.00% 1.62% 0.16%

Real Estate 20.00% 5.85% 1.17%

Total 100.00% 5.45%

Actual returns may be different due to volatility of re-
turns. Details regarding the discount rate for actuarial
purposes follows.

DISCOUNT RATE

The discount rate used to measure the total pension liabil-
ity was 7.50%. 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 invest-
ments was applied to all periods of projected benefit pay-
ments to determine the total pension liability.

The table below presents PSPRS’ share of the net pension
liability of the participating employers calculated using the
discount rate of 7.50%, as well as what PSPRS’ share of the
net pension liability would be if it were calculated using
the discount rate that is 1.00% lower (6.50%) or 1.00%
higher (8.50%) than the current rate at June 30, 2019:

SENSITIVITY ANALYSIS—NET PENSION LIABILITY
PSPRS Proportionate Share

(IN'$ THOUSANDS)
CURRENT
1% DISCOUNT 1%
DECREASE RATE INCREASE
(6.50%) (7.50%) (8.50%)
10, 969 7,725 4,964
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

BASIS FOR ALLOCATION

PSPRS’ proportionate share of the ASRS net pension liabil-
ity is calculated using accrued retirement contributions for
employers that were members of the ASRS on June 30,
2019. Accrued contributions for employers who entered
the ASRS mid-year have been annualized. Adjustments
have been made for employer contributions received that
do not reflect an employer’s projected long-term contribu-
tion effort. PSPRS’ proportionate share of the ASRS’ net
pension liability was based on the ratio of the System’s
actual contributions of $626,988 paid to ASRS for the year
ended June 30, 2019 relative to the actual contributions of
$1.179 million from all participating employers. At June
30, 2019 the System’s proportionate share was 0.05318%,
which is an increase of 0.00316% from the previous year.

Based on its proportionate share, for the year ended June
30, 2020, the System recognized a pension expense of
$1.286 million. At June 30, 2020, the System recognized a
net pension liability of $7.725 million. It also reported de-
ferred outflows of resources and deferred inflows of re-
sources from the following sources related to ASRS pen-
sion benefits:

(IN'$ THOUSANDS)

DEFERRED DEFERRED
BALANCE OF DEFERRED OUTFLOWS QUTFLOWS INFLOWS
AND INFLOWS DUE TO: OF RESOURCES  OF RESOURCES
Difference Between Expected 140 2
and Actual Experience
Difference Between Projected ) 174
and Actual Investment Earnings
Changes in Assumptions 33 308
Changes in Proportion and Differences
Between Employer Contributions and 573 -
Proportionate Share of Contributions
Employer contributions subsequent 77 B
to the measurement date
Deferred Outflow/Inflow of Resources
adjustment subsequent to the measure- 6 (255)
ment date
TOTAL 829 229

$77 reported as a deferred outflow from contributions
paid subsequent to the measurement date will be recog-
nized as a reduction to the net pension liability in the fiscal
year ended June 30, 2021.

$6 reported as a deferred outflow and ($255) reported as a
deferred inflow from resources adjustment subsequent to
the measurement date will be recognized as a reduction to
the net pension liability in the fiscal year ended June 30,
2021.

Other amounts reported as collective deferred (inflows)/
outflows of resources to be recognized in future pension
expense include the following:

AMORTIZATION OF DEFERRED (INFLOWS)/QUTFLOWS

(IN'$ THOUSANDS)

DEFERRED

(INFLOW)

FYE JUNE 30, OUTFLOW
2020 309
2021 (61)
2023 (33)
2024 47

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

NOTE 10: SUBSEQUENT EVENTS

The PSPRS has evaluated subsequent events through De-
cember 11, 2020, the date the financial statements were
available to be issued. Events or transactions occurring
after June 30, 2020, but prior to December 11, 2020, that
provided additional evidence about conditions that existed
at June 30, 2020, have been recognized in the financial
statements for the year ended June 30, 2020. Several
member employers have issued bonds to take advantage of
the favorable borrowing rates relative to their unfunded
pension liability amortization rate. Since July 1, 2020,
PSPRS has applied payments of $196.3 million for PSPRS
and $23.7 million for CORP to the employers respective
unfunded liability and reserves balance. These transac-
tions arose before the financial statements were issued,
but have not been recognized in the financial statements
for the year ended June 30, 2020.
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FINANCIAL SECTION

REQUIRED SUPPLEMENTARY INFORMATION

EORP
SCHEDULE OF PENSION CONTRIBUTIONS
LAST 10 FISCAL YEARS (BUILT PROSPECTIVELY FROM 2014)

CONTRIBUTION
FISCAL ACTUARIALLY CONTRIBUTION CONTRACTUALLY AS A % OF
YEAR END DETERMINED ACTUAL CONTRIBUTION EXCESS REQUIRED COVERED COVERED
JUNE 30, CONTRIBUTION CONTRIBUTION CREDITS'  (DEFICIENCY)  CONTRIBUTIONS PAYROLL PAYROLL
2014 28,235,016 29,845,174 - 1,610,158 29,845,174 68,340,894 43.67%
2015 37,323,403 29,324,054 - (7,999,349) 29,324,054 61,933,383 47.35%
2016 59,142,210 29,216,113 - (29,926,097) 29,216,113 57,766,003 50.58%
2017 59,183,541 29,091,116 - (30,092,425) 29,091,116 50,877,556 57.18%
2018 61,549,676 15,618,040 18,612,219 (27,319,417) 34,230,259 50,939,103 67.20%
2019 82,742,169 58,150,588 - (24,591,581) 58,150,588 47,986,264 121.18%
2020 57,608,295 57,608,295 - - 57,608,295 44,153,751 130.47%
t Amount represents credits issued fo employers, due lo litigation settlements.
CORP-AQC
SCHEDULE OF PENSION CONTRIBUTIONS
LAST 10 FISCAL YEARS (BUILT PROSPECTIVELY FROM 2014)
FISCAL ACTUARIALLY CONTRIBUTION CONTRIBUTION
YEAR END DETERMINED ACTUAL EXCESS COVERED AS A % OF
JUNE 30, CONTRIBUTION CONTRIBUTION (DEFICIENCY) PAYROLL COVERED PAYROLL
2014 15,930,155 15,551,633 (378,522) 110,728,017 14.04%
2015 16,364,512 16,560,621 196,109 110,362,697 15.01%
2016 22,874,814 21,038,447 (1,836,367) 108,624,572 19.37%
2017 23,969,153 22,484,433 (1,484,720) 113,501,629 19.81%
2018 26,446,625 26,035,727 (410,898) 117,081,292 22.24%
2019 39,430,269 38,961,882 (468,387) 113,017,072 34.47%
2020 36,310,532 36,310,532 - 112,533,332 32.27%
SCHEDULE OF INVESTMENT RETURNS - MONEY WEIGHTED RATE OF RETURN
ALL PLANS COMBINED
LAST TEN FISCAL YEARS
20.00% - 18.54%
15.00% - .309
11.53% 19.30% 12.25%
0/ |
10.00% 7 01%
Y 5.67%
5.00% - 3.98%
0.41% 1.51%
0.00% T T . T T T T T T -—7
5.00% 1 -2.32%
-10.00% -
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
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FINANCIAL SECTION

REQUIRED SUPPLEMENTARY INFORMATION

EORP - PENSION
SCHEDULE OF CHANGES IN EMPLOYER’S NET PENSION LIABILITY AND RELATED RATIOS
LAST 10 FISCAL YEARS (BUILT PROSPECTIVELY)

FISCAL YEAR ENDING JUNE 30, 2020 2019 2018 2017 2016 2015 2014
TOTAL PENSION LIABILITY
Service Cost 13,147,532 14,624,616 32,258,501 28,655,558 24,580,665 23,501,879 23,501,879
Interest on Total Pension Liability 67,786,848 65,634,071 58,317,197 44,811,980 52,165,633 54,960,104 47,537,398
Benefit Changes - (116,010,794) 282,345,397 150,362,643 95,710,915 342,442,071
Expected-Actual Experience of Total Pension Liability (1,107,923) 25,053,275 2,095,509 (12,165,488) (25,394,624) (14,303,022) 4,643,397
Assumption Changes - 4,169,779  (505,816,607) - =
Benefit Payments, Refunds and Credits (67,605,148) (65,124,062) (82,637,279) (60,717,428) (58,086,261) (54,626,427) (54,138,971)
Net Change in Total Pension Liability 12,221,309 44,357,679  (611,793,473) 282,930,019 143,628,056 105,243,449 363,985,774
Beginning Tatal Pension Liability 949,242,004 904,884,325 1,516,677,798 1,233,747,779  1,090,119,723 984,876,274 620,890,500
Ending Total Pension Liability (A) 961,463,313 949,242,004 904,884,325 1,516,677,798 1,233,747,779  1,090,119,723 984,876,274
PLAN FIDUCIARY NET POSITION
Employer Contributions 52,608,295 53,150,588 10,618,040 24,091,116 24,216,113 24,324,054 24,845,174
Employee Contributions 4,526,318 4,281,004 5,080,822 8,136,769 7,826,262 9,113,788 8,989,478
Non-Employer Contributions 5,000,000 5,000,000 5,000,000 5,000,000 5,000,000 5,000,000 5,000,000
Pension Plan Net Investment Income 6,011,789 14,375,794 20,002,073 32,837,968 1,480,289 6,358,800 34,068,988
Benefit Payments and Refunds (67,605,148) (65,124,062) (64,025,060) (60,717,428) (58,086,261) (54,626,427) (54,138,971)
Pension Plan Administrative Expense (287,489) (317,533) (304,309) (274,256) (248,601) (297,535) (315,896)
Other 182,940 (47,474) 256,775 48,979 138,770 4,491,434 3,327,220
Net Changes in Plan Fiduciary Net Position 436,705 11,318,317  (23,371,659) 9,123,148  (19,673,428) (5,635,886) 21,775,993
Beginning Plan Fiduciary Net Position 286,064,803 274,746,486 298,118,145 288,994,996 308,668,424 314,304,310 292,528,317
Ending Plan Fiduciary Net Position (B) 286,501,508 286,064,803 274,746,486 298,118,144 288,994,996 308,668,424 314,304,310
Net Pension Liability (A-B) 674,961,805 663,177,201 630,137,839  1,218,559,654 944,752,783 781,451,299 670,571,964
Plan Fiduciary Net Position as % of Total Pension Liability 29.80% 30.14% 30.36% 19.66% 23.42% 28.32% 31.91%
Covered Payrall 44,153,751 47,986,264 50,939,103 50,877,556 57,766,003 61,933,383 68,340,894
Net Pension Liability as % of Covered Payroll 1,528.66% 1,382.01% 1,237.04% 2,395.08% 1,635.48% 1,261.76% 981.22%
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REQUIRED SUPPLEMENTARY INFORMATION

CORP-AQC - PENSION
SCHEDULE OF CHANGES IN EMPLOYER’S NET PENSION LIABILITY AND RELATED RATIOS
LAST 10 FISCAL YEARS (BUILT PROSPECTIVELY)

FISCAL YEAR ENDING JUNE 30, 2020 2019 2018 2017 2016 2015 2014
TOTAL PENSION LIABILITY
Service Cost 15,903,578 18,920,337 19,142,791 17,763,005 16,087,299 15,617,822 16,955,738
Interest on Total Pension Liability 64,005,188 57,753,271 58,008,721 46,505,174 44,993,203 42,338,170 35,423,999
Benefit Changes - (46,860,181) 131,371,177 26,734,733 45,420,437
Expected-Actual Experience of Total Pension Liability 33,925,611 37,878,545 (11,251,656) (3,798,541) (16,301,270) (1,686,095) 9,870,077
Changes of Assumptions - 19,033,444 = = =
Benefit Payments and Refunds (35,898,170) (32,571,913) (31,109,381) (26,286,733) (24,602,581) (20,762,526) (17,082,841)
Net Change in Total Pension Liability 77,936,207 101,013,684  (12,069,706) 165,554,082 46,911,384 35,507,371 90,587,410
Beginning Tatal Pension Liability 878,828,910 777815226 789,884,932 624,330,850 577,419,466 541,912,095 451,324,685
Ending Total Pension Liability (A) 956,765,117 878,828,910  777,815226 789,884,932 624,330,850 577,419,466 541,912,095
PLAN FIDUCIARY NET POSITION
Employer Contributions 36,310,532 38,961,882 26,035,727 22,484,433 21,038,447 16,560,621 15,551,633
Employee Contributions 9,752,354 10,026,061 9,829,485 9,529,954 9,290,604 9,614,012 9,132,189
Pension Plan Net Investment Income 12,330,816 23,101,057 24,929,223 41,046,200 2,060,524 6,924,061 36,147,891
Benefit Payments and Refunds (35,898,170) (32,571,913) (31,109,381) (26,286,733) (24,602,581) (20,762,526) (17,082,841)
Pension Plan Administrative Expense (477,213) (422,790) (395,410) (367,239) (297,359) (306,036) (304,890)
Other 191,610 (47,916) (113,454) 81,618 378,743 4,759,896 (4,624,871)
Net Changes in Plan Fiduciary Net Position 22,209,928 39,046,381 29,176,190 46,488,233 7,868,378 16,790,028 38,819,111
Beginning Plan Fiduciary Net Position 456,888,287 417,841,906 388,665,716 342,177,483 334,309,105 317,519,077 278,699,966
Ending Plan Fiduciary Net Position (B) 479,098,215 456,888,287 417,841,906 388,665,716 342,177,483 334,309,105 317,519,077
Net Pension Liability (A-B) 477,666,902 421,940,623 359,973,320 401,219,216 282,153,367 243,126,717 224,393,018
Plan Fiduciary Net Position as % of Total Pension Liability 50.07% 51.99% 53.72% 49.21% 54.81% 57.89 % 58.59 %
Covered Payrall 112,533,332 113,017,072 117,081,292 113,501,629 108,624,572 110,362,697 110,728,017
Net Pension Liability as % of Covered Payroll 424.47% 373.34% 307.46% 353.49% 259.75% 220.30 % 202.65 %
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REQUIRED SUPPLEMENTARY INFORMATION

EORP - HEALTH INSURANCE
LAST 10 FISCAL YEARS (BUILT PROSPECTIVELY)

SCHEDULE OF CHANGES IN THE NET OPEB LIABILITY AND RELATED RATIOS

FISCAL YEAR ENDING JUNE 30, 2020 2019 2018 2017
TOTAL OPEB LIABILITY

Service Cost 302,173 249,602 250,642 319,977

Interest on Total OPEB Liability 1,007,557 970,057 1,009,773 936,894

Changes of Benefit Terms - - -

Expected and Actual Experience Difference (595,326) 470,618 (864,549) 761,415

Changes of Assumptions - 33,045 - 215,222

Benefit Payments Net of Retiree Contributions (1,098,474) (1,066,768) (1,046,917) (1,043,450)
Net Change in Total OPEB Liability (384,070) 656,554 (651,051) 1,190,058
Beginning Total OPEB Liability 14,049,216 13,392,662 14,043,713 12,853,655
Ending Total OPEB Liability (A) 13,665,146 14,049,216 13,392,662 14,043,713
PLAN FIDUCIARY NET POSITION

Employer Contributions - - -

Employee Contributions - - -

Non-Employer Contributions - - -

OPEB Plan Net Investment Income 494,109 1,210,552 1,648,735 2,549,976

Benefit Payments Net of Retiree Contributions (1,098,474) (1,066,768) (1,046,917) (1,043,450)

OPEB Plan Administrative Expense (23,629) (26,739) (25,084) (23,727)
Net Changes in Plan Fiduciary Net Position (627,994) 117,045 576,734 1,482,799
Beginning Plan Fiduciary Net Position 23,843,634 23,726,589 23,149,855 21,667,056
Ending Plan Fiduciary Net Position (B) 23,215,640 23,843,634 23,726,589 23,149,855
Net OPEB Liability/(Asset) (A-B) (9,550,494) (9,794,418) (10,333,927) (9,106,142)
Plan Fiduciary Net Position as % of Total OPEB Liability 169.89% 169.72% 177.16% 164.84%
Covered Payroll 44,153,751 47,986,264 50,939,103 50,877,556
Net OPEB Liability/(Asset) as % of Cavered Payroll -21.63% -20.41% (20.29)% (17.90)%
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REQUIRED SUPPLEMENTARY INFORMATION

CORP-AQC - HEALTH INSURANCE
SCHEDULE OF CHANGES IN THE NET OPEB LIABILITY AND RELATED RATIOS
LAST 10 FISCAL YEARS (BUILT PROSPECTIVELY)

FISCAL YEAR ENDING JUNE 30, 2020 2019 2018 2017
TOTAL OPEB LIABILITY
Service Cost 357,690 249,602 257,579 329,155
Interest on Total OPEB Liability 1,115,162 989,179 1,144,137 1,336,555
Changes of Benefit Terms - - - -
Expected and Actual Experience Difference (308,093) 942,007 (550,225) (697,581)
Changes of Assumptions - 175,042 - (2,833,030)
Benefit Payments Net of Retiree Contributions (560,057) (549,964) (477,976) (439,498)
Net Change in Total OPEB Liability 604,702 1,805,866 373,515 (2,304,399)
Beginning Total OPEB Liability 15,198,528 13,392,662 15,571,507 17,875,906
Ending Total OPEB Liability (A) 15,803,230 15,198,528 15,945,022 15,571,507

PLAN FIDUCIARY NET POSITION

Employer Contributions 634,121 661,364 955,786 929,246
Employee Contributions - - - -

Non-Employer Contributions = = - -

OPEB Plan Net Investment Income 307,372 591,789 647,987 1,004,442

Benefit Payments Net of Retiree Contributions (560,057) (549,964) (477,976) (439,498)

OPEB Plan Administrative Expense (11,896) (10,561) (9,803) (8,786)
Net Changes in Plan Fiduciary Net Position 369,540 692,628 1,115,994 1,485,404
Beginning Plan Fiduciary Net Position 11,495,663 10,803,035 9,687,041 8,201,637
Ending Plan Fiduciary Net Position (B) 11,865,205 11,495,663 10,803,035 9,687,041
Net OPEB Liability (A-B) 3,938,025 3,702,865 5,141,987 5,884,466
Plan Fiduciary Net Position as % of Total OPEB Liability 75.08% 75.64% 67.75% 62.21%
Covered Payroll 112,533,332 113,017,072 117,081,292 113,501,629
Net OPEB Liability as % of Covered Payroll 3.50% 3.28% 4.39% 5.18%
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FINANCIAL SECTION

REQUIRED SUPPLEMENTARY INFORMATION

EORP
SCHEDULE OF EMPLOYER OPEB CONTRIBUTIONS
LAST 10 FISCAL YEARS (BUILT PROSPECTIVELY)

ACTUAL
CONTRIBUTION
FISCAL ACTUARIAL CONTRIBUTION AS A % OF
YEAR END DETERMINED ACTUAL DEFICIENCY COVERED COVERED
JUNE 30, CONTRIBUTION CONTRIBUTION (EXCESS) PAYROLL PAYROLL
2017 - - - 50,877,556 0.00%
2018 - - - 50,939,103 0.00%
2019 - - - 47,986,264 0.00%
2020 - - - 44,153,751 0.00%
CORP-AQOC

SCHEDULE OF EMPLOYER OPEB CONTRIBUTIONS

LAST 10 FISCAL YEARS (BUILT PROSPECTIVELY)
ACTUAL
CONTRIBUTION
FISCAL ACTUARIAL CONTRIBUTION AS A % OF
YEAR END DETERMINED ACTUAL DEFICIENCY COVERED COVERED
JUNE 30, CONTRIBUTION CONTRIBUTION (EXCESS) PAYROLL PAYROLL
2017 954,946 929,246 25,700 113,501,629 0.82%
2018 975,153 955,786 19,367 117,081,292 0.82%
2019 668,722 661,364 7,358 113,017,072 0.59%
2020 634,121 634,121 - 112,533,332 0.56%
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REQUIRED SUPPLEMENTARY INFORMATION

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

NOTE 1: SIGNIFICANT CHANGES IN PLAN PROVISIONS
AFFECTING TRENDS IN ACTUARIAL INFORMATION

As of January 1, 2014, the Arizona State Legislature closed
the Elected Official’s Retirement Plan and set the employer
contribution rate to 23.50% of covered payroll with an
additional five million dollars contributed by the State of
Arizona. The five million dollars from the State of Arizona
is considered a contribution from a non-employer contrib-
uting entity and is listed separately on the Statement of
Changes in Fiduciary Net Position. In addition, the EORP
receives a portion of court fees as additional contributions
from certain employers as specified in A.R.S. § 38-810.

Senate Bill 1478, signed into law by Governor Ducey on
May 15, 2018 amends A.R.S. § 38-810 and effectively re-
turns the calculation of the employer contribution rate to
an annual, actuarially determined basis. Effective July 1,
2018, the EORP employer contribution rate will be 61.6%
of covered payroll.

NOTE 2: SIGNIFICANT CHANGES IN ASSUMPTIONS OR
OTHER INPUTS AFFECTING TRENDS IN ACTUARIAL
INFORMATION

As a result of an actuarial experience study conducted in
FY17, several actuarial assumptions were adjusted in both
plans. Wage inflation was lowered from 4.00% to 3.50%.
Mortality tables were updated to the RP-2014 tables with
future mortality improvements assumed each year using
scale MP-2016. Withdrawal, disability and retirement as-
sumptions were updated, and the assumption regarding
future cost of living increases for Tier 1 members were
increased.

There were no significant changes to the actuarial assump-
tions since the prior valuation.

NOTE 3: METHODS AND ASSUMPTIONS USED IN CAL-
CULATIONS OF THE ADC

The actuarial assumptions shown in the following table
were utilized for the valuation performed of June 30, 2018,
which determined the actuarial determined contribution
rate for fiscal year 2020:

Valuation Date: June 30, 2018

Contributions for : FY 2020
Actuarial Cost Method: Entry Age Normal
Asset Valuation Method: Fair Value
Interest Rate (AER): 7.40%
Wage Inflation: 3.50%
Price Inflation: 2.50%

Mortality Rates: RP-2014 Tables

Permanent Benefit In- EORP 1.75%, CORP-AQC 1.75%

crease:
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REQUIRED SUPPLEMENTARY INFORMATION

ASRS
SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY AND RELATED RATIOS
LAST 10 FISCAL YEARS (BUILT PROSPECTIVELY FROM 2015)

NET PENSION FIDUCIARY

PERCENTAGE SHARE OF LIABILITY (ASSET) NET POSITION

FISCAL OF THE NET THE NET AS A % OF AS A % OF
YEAR END PENSION LIABILITY ~ PENSION LIABILITY COVERED COVERED TOTAL PENSION
JUNE 30, (ASSET) (ASSET) PAYROLL PAYROLL LIABILITY
2015 0.039438% 5,835,426 3,452,000 169.05% 69.49%
2016 0.041820% 6,514,618 3,852,000 169.13% 68.35%
2017 0.043880% 7,082,674 3,886,000 182.23% 67.06%
2018 0.045190% 7,039,721 4,313,305 163.21% 69.92%
2019 0.050020% 6,976,030 4,800,853 145.31% 73.00%
2020 0.053180% 7,725,026 5,506,225 140.30% 73.24%

ASRS
SCHEDULE OF EMPLOYER CONTRIBUTIONS PAID TO ASRS
LAST 10 FISCAL YEARS (BUILT PROSPECTIVELY FROM 2015)

FISCAL ACTUARIALLY CONTRIBUTION CONTRIBUTION
YEAR END DETERMINED ACTUAL DEFICIENCY COVERED AS A % OF
JUNE 30, CONTRIBUTIONS CONTRIBUTION (EXCESS) PAYROLL  COVERED PAYROLL
2015 419,503 419,503 - 3,452,000 12.15%
2016 475,910 475,910 - 3,852,000 12.35%
2017 492,337 492,337 - 3,886,000 12.67%
2018 569,439 569,439 - 4,313,305 13.20%
2019 541,968 541,968 - 4,800,853 11.29%
2020 626,988 626,988 - 5,506,225 11.39%

Notes to Required Supplementary Information

The schedules shown above are required by GASB State-
ment No. 68 since PSPRS employees belong to the Arizona
State Retirement System, a cost-sharing multiple-employer
plan. As such, PSPRS is an “employer” in that plan and is
required to contribute to ASRS, and include a share of
ASRS’ net pension liability on the face of the PSPRS finan-
cial statements.

See Note 9 to the Notes to the Financial Statements for
ASRS contribution rate information, actuarial assumptions
and net pension liability related to the ASRS retirement
plan.
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SUPPORTING SCHEDULES INFORMATION

SCHEDULE OF CHANGES IN RESERVE BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

(IN THOUSANDS)
PSPRS EORP
EE ER HI EE ER HI
RESERVE RESERVE RESERVE RESERVE RESERVE RESERVE
BALANCE AS OF JUNE 30, 2019 1,498,492 6,331,421 337,107 46,619 239,446 23,844
DISTRIBUTION OF REVENUES AND EXPENSES
Members Contributions 132,369 3,691
Employers' Contributions 953,193 5,651 41,598
Purchase of Service Credits 10,479 835
Non-Employer Contributions 16,010
Lo s, Expones, 102460 1 6012 o4
Pension and Insurance Benefits (900,056) (17,051) (67,592) (1,098)
Refunds to Terminated Members (9,135) (5,206) (14)
Administrative Expenses (8,407) (340) (287) (24)
DISTRIBUTION OF TRANSFERS
(I\Jl:ts lsir:;f%rfeg:téom) and Purchase 167 184
T tose e o) s
BALANCE AS OF JUNE 30, 2020 1,519,594 6,586,204 329,560 45,590 240,912 23,216
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SUPPORTING SCHEDULES INFORMATION

SCHEDULE OF CHANGES IN RESERVE BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

(IN THOUSANDS)
CORP CORP-AQC
EE ER HI EE ER HI
RESERVE RESERVE RESERVE RESERVE RESERVE RESERVE
BALANCE AS OF JUNE 30, 2019 359,559 1,180,066 114,952 97,576 359,312 11,495
DISTRIBUTION OF REVENUES AND EXPENSES
Members Contributions 36,472 9,676
Employers' Contributions 130,970 28 36,311 634
Purchase of Service Credits 463 76
Earnings (Loss) on Investments
Net of Investment Expenses L <0 Izl 307
Pension and Insurance Benefits (135,890) (3,985) (34,213) (560)
Refunds to Terminated Members (12,429) (6,418) (1,248) (438)
Administrative Expenses (1,629) (127) (477 12)
DISTRIBUTION OF TRANSFERS
Net Transfers In (Out) and Purchase
of Service Credits (A5 18
Balances Transferred to Employers'
Reserve due to Retirement (29,122) 29,122 (8,410) 8,410
BALANCE AS OF JUNE 30, 2020 354,944 1,237,567 114,140 97,670 381,428 11,865
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SUPPORTING SCHEDULES INFORMATION

SCHEDULE OF ADMINISTRATIVE EXPENSES
FOR THE YEAR ENDED JUNE 30, 2020

SCHEDULE OF PAYMENTS TO CONSULTANTS
FOR THE YEAR ENDED JUNE 30, 2020

(IN'$ THOUSANDS) (IN'$ THOUSANDS)
ADMINISTRATIVE EXPENSE AMOUNT PROFESSIONAL SERVICES AMOUNT
Personnel Services Actuarial Services
Salaries and Wages 4,174 Foster & Foster, Inc. 600
Payroll Taxes and Fringe Benefits 1,752 GRS Retirement Consulting 23
Staffing Services 1,128 Total Actuarial Services 623
Total Personnel Services 7,054
Accounting and Auditing Services
Professional Services Heinfeld, Meech & Co., P.C. 132
Actuarial Services 623 CliftonLarsonAllen LLP 119
Accounting and Auditing Services 251 ) » ) |
Total Accounting & Auditing Services 251
Legal Services 1,177
Professional Services 732
Legal Services
Total Professional Services 2,783
Charles W. Whetstine 22
General Fisher Phillips 28
Building Expense 246 Gallagher & Kennedy 1,018
Depreciation 140 Kutak Rock, LLP 55
Communications 47 Mitchell Stein Garey Chapman, PC 50
Computer Related Expense 738 Voss Legal Services .
Education, Meetings & Travel 99 Total Legal Services 1177
Miscellaneous Expense 28
Professional Services
Postage Expenses 31
Agile Progress, LLC 290
Printing and Publications 43
Galloway 37
Supplies and Services 94
Highground, Inc. 94
Total General Expense 1,466
Knaster Technology Group 60
TOTAL ADMINISTRATIVE EXPENSE 11,303 LT ST e
Lightstone Solutions, Inc. 7
Public Policy Partners, LLC 120
SageView Advisory Group 46
SCHEDULE OF INVESTMENT EXPENSES : :
FOR THE YEAR ENDED JUNE 30, 2020 Total Professional Services 732
(IN'$ THOUSANDS)
SOURCE OF EXPENSE AMOUNT TOTAL PAYMENTS TO CONSULTANTS 2,783
Investment Manager Fees 71,680
Internal Investment Expense 3,883
TOTAL INVESTMENT EXPENSE 75,563
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INVESTMENT SECTION

Board of Trustees PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM Administration
Scott McCarty, Chairman CORRECTIONS OFFICER RETIREMENT PLAN Michael F. Townsend
Harry A. Papp, Vice Chairman ELECTED OFFICIALS' RETIREMENT PLAN Administrator
Jim Ameduri, Trustee 3010 East Camelback Road, Suite 200 Mike Smarik
William T. Buividas, Trustee Phoenix, Arizona 85016-4416 Deputy Administrator
Christopher J. Hemmen, Trustee Telephone: (602) 255-5575 Bret H. Parke
Brian V. Moore, Trustee Fax: (602) 255-5572 Assistant Administrator
Mike Scheidt, Trustee WWW.PSprS.com General Counsel
Dean M. Scheinert, Trustee Mark Steed
Donald A. Smith, Jr.,, Trustee Chief Investment Officer

December 11, 2020
Members:

I'm pleased to provide you with the Investment section of this year’s Comprehensive Annual Financial Report. This
letter provides a brief summary of performance as well as comments regarding other relevant investment projects.

The portfolio achieved a rate of return of 0.91%, net of all management fees on a time-weighted basis for the last
fiscal year. At 0.91%, the return is lower than the assumed earnings rate but approximately 1.5% - 2.0% higher than
the portfolio would have achieved if not for the Board-approved portfolio changes implemented at the beginning of
the fiscal year. One of the most important changes was an increased allocation to U.S. equities (stocks). I advocated
for this change because I believed that the U.S. presented better long-term prospects for growth relative to other
developed markets. This change proved critical as domestic markets outperformed international markets by a wide
margin (6.53% v -4.74%) for the fiscal year, adding more than $100 million to the System’s income. Across the rest
of the portfolio, U.S. private equity as well as the Trust’s income investments were strong contributors to perfor-
mance. Inflationary assets, such as commodities, lagged equities as did real estate, owing to cyclical and secular
headwinds from Covid-19. Covid-19 introduced substantial volatility into financial markets. Domestic equity indices
fell more than 20% in a matter of weeks before recovering. Fortunately the System had ample cash and was able to
purchase heavily discounted securities to rebalance as well as opportunistically overweight U.S. equities for the rest
of the year. Overall, we're pleased with the portfolio’s resilience and believe good prospects remain for higher re-
turns.

We continue to invest heavily in technology and analytics. Our ability to access, consume, analyze and synthesize
data has never been stronger. Many of these resources create operational efficiencies that free staff to focus on more
important strategic matters. However, other applications allow us to use our competitive advantages in predictive
analytics to identify trends in unstructured data to make better decisions about current and future investments. I'm
convinced our progress here is unmatched among pension systems. More importantly today, these new platforms
reduce expenses and overall resource load for time-consuming, low value-added, activities. We are, and will contin-
ue to be, committed to tracking technological advances for the betterment of the System.

As we look forward to the next fiscal year and beyond our goal remains the same; to secure the retirement benefits
of our constituents. The System’s strong, positive, cash-flow profile together with other actuarial changes approved
by the Board of Trustees means the portfolio will be well rewarded in the years to come as it capitalizes on such an
enviable advantage.

Thank you for the opportunity to serve as your Chief Investment Officer. I hope you enjoy this year’s report.

Sincerely,

Mark Steed
Chief Investment Officer
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FUND INVESTMENT OBJECTIVES AND POLICIES

The objective of the Fund is to ensure the integrity of the
Elected Officials’ Retirement Plan, Public Safety Personnel
Retirement Plan and the Corrections Officer Retirement
Plan in order to adequately fund benefit levels for mem-
bers as stated in Title 38, Chapter 5, Articles 3,4 and 6 of
the Arizona Revised Statutes and as amended from time to
time by the Legislature. To achieve the objective, the Fund
will do the following:

« Maintain a goal for the Fund’s assets to be equal to the
Fund’s liabilities within a twenty year period. Employers
have a one-time opportunity to request an extension to
their amortization period.

« Annually adjust the employer contribution rates based
on the recommendations made by the annual actuarial
evaluations.

« Determine a reasonable contribution rate necessary to
fund benefits approved by the legislature and then re-
duce the variation in the employer contribution rate
over time to the Fund.

« Preserve and enhance the capital of the Fund through
effective management of the portfolio in order to take
advantage of attractive opportunities various markets
and market sectors have to offer.

« Provide the opportunity for increased benefits for retir-
ees as the legislature may from time to time enact
through systematic growth of the investment fund.

Consistent with the Fund objectives, the primary invest-

ment objective of the Fund is to maximize long-term real

(after inflation) investment returns recognizing estab-

lished risk (volatility) parameters and the need to preserve

capital by:

« Deriving a reasonable asset allocation model that at-
tempts to fully achieve the primary investment objective,
over the long term.

« Consistent with these objectives and the direction of the
Board of Trustees, strategically allocating within asset
classes and investment styles in order to enhance invest-
ment returns.

« Regularly reviewing the status of investments.

« Regularly assessing the need to adjust the mix, type and
composition of the investment classes within the alloca-
tion ranges.

The possibility of short-term declines in the fair value of
the Fund or the Fund’s assets is a recognized consequence
of achieving potentially higher long-term investment re-
turns.

The time horizon for evaluating total Fund investment per-
formance shall be long-term.
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ASSET ALLOCATION
JUNE 30, 2020
Cash - Mellon
291%
Diversifying Strategies
12.94%

U.S. Public Equity
2.73%

Other Assets (Contractual
Income)
227%
Private Credit
13.82%
Intemational Public Equity
16.24%
Core Bonds
1.20%
Other Assets (Capital
Appreciation)
0.94%
Global Private Equity
26.95%
AGTUAL ASSET
FAIR VALUE PER ALLOCATION INTERIM UPPER LOWER

ASSET CLASS FINANCIAL STATEMENTS (% OF FAIR VALUE) TARGET RANGE RANGE
U.S. Public Equity 2,471,639 22.73% 20% 25% 15%
International Public Equity 1,766,045 16.24% 18% 22% 14%
Global Private Equity 2,930,104 26.95% 23% 30% 15%
Other Assets (Capital Appreciation) 102,092 0.94% 0% 10% 0%
Core Bonds 130,092 1.20% 3% 15% 2%
Private Credit 1,502,769 13.82% 22% 30% 15%
Other Assets (Contractual Income) 247,214 2.27% 0% 10% 0%
Diversifying Strategies 1,407,534 12.94% 12% 20% 5%
Cash - Mellon * 316,990 2.91% 2% 6% 2%
Total 10,874,480 100.00% 100.00%

! Includes operating cash.
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TOP 20 HOLDINGS
JUNE 30, 2020

DESCRIPTION FAIR VALUE
CRESTLINE CS 3000 FUND L.P. 263,977,423
D. E. SHAW MULTI-ASSET FUND 240,149,896
BRIDGEWATER PURE ALPHA 218,320,584
IGUAZU PARTNERS LP 158,936,264
ALL WEATHER PORTFOLIO 154,444,594
BAXTER STREET FUND I 153,431,137
MELODY TELECOM LAND ONSHORE 127,455,486
DAVIDSON KEMPNER INSTITUTIONAL 104,887,074
MICROSOFT CORP 101,409,033
APPLE INC 99,298,560
ORG SECONDARY FUND 95,815,780
SALIENT RP-DRQ V10 93,047,989
STEPSTONE AZ CHINA & ASIA OPP 91,730,650
AUDAX SENIOR DEBT (AZ) LLC 90,283,100
SPDR GOLD SHARES 85,807,252
AMAZON.COM INC 77,853,900
STELLUS CREDIT MASTER FUND LLC 75,633,345
GOLDENTREE HIGH YIELD VALUE 73,936,740
PENTWATER MERGER ARBITRAGE 72,415,593
EJF DEBT OPPORTUNITIES FUND 71,968,574

Information on investment activity, including a complete list of portfolio holdings and a schedule of fees and commissions can be obtained by sending a written request to
PSPRS, 3010 E. Camelback Rd. #200, Phoenix, AZ 85016.
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SCHEDULE OF COMMISSIONS PAID TO BROKERS FEES BY ASSET CLASS
FISCAL YEAR ENDED JUNE 30, 2020 FISCAL YEAR ENDED JUNE 30, 2020
(IN THOUSANDS)

SHARES AVG  TOTAL
BROKER TRADED COMM  COMM SUB-ASSET CLASS AMOUNT
GOLDMAN SACHS & CO, NY 6,244,957 .0169 105,574 U.S. PUBLIC EQUITY 611
ICBC FINCL SVCS, NEW YORK 6,602,879 .0100 66,029 INTERNATIONAL PUBLIC EQUITY 916
CREDIT SUISSE (EUROPE), LONDON 8,027,301 .0034 27,509 GLOBAL PRIVATE EQUITY 46,206
ABEL NOSER, NEW YORK 1,744,626 .0100 17,446 OTHER ASSETS (CAPITAL APPRECIATION) 3,968
CITIGROUP GLOBAL MARKETS LTD, LONDON 6,649,904 .0025 16,667 CORE BONDS 157
HSBC BANK PLC (MIDLAND BK)(JAC), LONDON 4,244,372 .0037 15,837 PRIVATE CREDIT 16,646
UBS WARBURG ASIA LTD, HONG KONG 17,188,141 .0008 12,920 OTHER ASSETS (CONTRACTUAL INCOME) 1,940
INSTINET PACIFIC LTD, HONG KONG 9,921,406 .0008 7,567 DIVERSIFYING STRATEGIES °
PERSHING SECURITIES LTD, LONDON 1,709,898 .0035 5,973 CASH - MELLON 1,236
MACQUARIE BANK LTD, HONG KONG 9,831,615 .0006 5,848 TOTAL 71,680
CREDIT LYONNAIS SECS (ASIA), HONG KONG 5,866,663 .0010 5,746
MERRILL LYNCH INTL LONDON EQUITIES 6,931,824 .0008 5,616
MORGAN STANLEY & CO INC, NY 7,116,666 .0008 5,478
CITIGROUP GBL MKTS/SALOMON, NEW YORK 720,645 .0071 5112
J P MORGAN SECS LTD, LONDON 1,122,869 .0038 4,286
ITG AUSTRALIA LTD, MELBOURNE 7,354,799 .0006 4,128
ROYAL BANK OF CANADA EUROPE LTD, LONDON 1,375,157 .0029 4,032
BARCLAYS CAPITAL, LONDON (BARCGB33) 1,126,500 .0032 3,587
CREDIT SUISSE, NEW YORK (CSUS) 1,892,830 .0018 3,491
MACQUARIE CAPITAL LTD, LONDON 2,659,105 .0013 3,452
UBS SECURITIES LLC, STAMFORD 1,091,340 .0030 3,232
CITIGROUP GLOBAL MARKETS, INC., NEW YORK 1,146,035 .0027 3,049
JPMORGAN SECURITIES INC, NEW YORK 1,810,767 .0016 2,846
CREDIT SUISSE (HK) LIMITED, HONG KONG 2,920,936 .0009 2,683
SG SECURITIES, HONG KONG 3,441,546 .0008 2,634
RBC DOMINION SECS INC, TORONTO (DOMA) 406,100 .0057 2,295
UBS EQUITIES, LONDON 1,047,783 .0021 2,234
J.P. MORGAN SECURITIES, HONG KONG 8,935,200 .0002 1,972
JEFFERIES & CO LTD, LONDON 1,613,419 .0011 1,793
MORGAN STANLEY & CO, LONDON (MSLNGB2X) 563,478 .0030 1,697
INSTINET EUROPE LIMITED, LONDON 599,617 .0028 1,652
MERRILL LYNCH GILTS LTD, LONDON 366,165 .0042 1,636
CHINA INTL CAP CORP HK SECS, HONG KONG 761,600 .0020 1,501
CREDIT LYONNAIS SECS, SINGAPORE 830,000 .0017 1,401
J.P MORGAN SECURITIES INC, NEW YORK 245,170 .0057 1,400
SCOTIA CAPITAL MKTS, TORONTO 230,100 .0050 1,156
GOLDMAN SACHS INTL, LONDON (GSILGB2X) 167,605 .0067 1,118
GOLDMAN SACHS (ASIA) LLC, TAIPEI 2,646,000 .0004 1,096
ALL OTHERS 19,415,235 .0010 18,894
TOTAL BROKER COMMISSIONS 156,570,252 .0024 380,485
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ACTUARIAL SECTION

=~ ) FOSTER & FOSTER

| o VIA EMAIL

December 7, 2020

Board of Trustees

Arizona Public Safety Personnel Retirement System
3010 East Camelback Road, Suite 200

Phoenix, AZ 85016-4416

Re: CAFR Support Information — Public Safety Personnel Retirement System

Dear Board:

We are pleased to present to the Board this report of support information to be included in the June 30, 2020
CAFR for the Public Safety Personnel Retirement System.

The valuation has been conducted in accordance with generally accepted actuarial principles and practices, in-
cluding the applicable Actuarial Standards of Practice as issued by the Actuarial Standards Board, and reflects
law and regulations issued to date pursuant to the provisions of Title 38, Chapter 5, Article 4 of the Arizona
Revised Statutes, as well as applicable federal law and regulations. In our opinion, the assumptions used in this
valuation, as adopted by the Board of Trustees, represent reasonable expectations of anticipated plan experi-
ence. Future actuarial measurements may differ significantly from the current measurements presented in this
report for a variety of reasons including: changes in applicable laws, changes in plan provisions, changes in
assumptions, or plan experience differing from expectations. Due to the limited scope of the valuation, we did
not perform an analysis of the potential range of such future measurements.

In conducting the valuation, we have relied on personnel, plan design, and asset information supplied by the
Board, financial reports prepared by the custodian bank and the actuarial assumptions and methods described in
the Actuarial Assumptions section of this report. While we cannot verify the accuracy of all this information,
the supplied information was reviewed for consistency and reasonableness. As a result of this review, we have
no reason to doubt the substantial accuracy of the information and believe that it has produced appropriate re-
sults. This information, along with any adjustments or modifications, is summarized in various sections of this
report.

This report includes the following schedules for use of the administrative staff as they prepare the June 30,
2020 CAFR:

Aggregate Actuarial Balance Sheet as of June 30, 2020;
Solvency Test as of June 30, 2020;

Derivation of Experience (Gain) / Loss;

Estimated Contribution Rates;

Member Statistics;

Actuarial Assumptions and Methods; and

Summary of Current Plan.

13420 Parker Commons Boulevard, Suite 104 Fort Myers, FL 33912 « (239) 433-5500 * Fax (239) 481-0634 « www.foster-foster.com
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— FOSTER & FOSTER VIA EMAIL

Board of Trustees
Arizona Public Safety Personnel Retirement System | Page 2

Note that this is a subset of the information included in the actuarial report for the plan as of June 30, 2020. In
order to gain a full understanding of the actuarial condition of the plan, it is important to read the full report
that we have provided to the Board.

To the best of our knowledge, these statements are complete and accurate and are in accordance with general-
ly recognized actuarial practices and methods.

The undersigned are familiar with the immediate and long-term aspects of pension valuations and meet the
Qualification Standards of the American Academy of Actuaries necessary to render the actuarial opinions con-
tained herein.

If there are any questions, concerns, or comments about any of the items contained in this report, please con-

tact us at 239-433-5500.

Respectfully Submitted, Foster & Foster, Inc.

By:

Bradley R. Heinrichs, FSA, EA, MAAA
By:

Jason L. Franken, FSA, EA, MAAA
By: A

Paul M. Baugher, FSA, EA, MAAA

13420 Parker Commons Boulevard, Suite 104 Fort Myers, FL 33912 « (239) 433-5500  Fax (239) 481-0634 * www.foster-foster.com
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