Public Safety Personnel Retirement System

Board of Trustees
Update

Others Chairman Scott McCarty

Serving 'l

2024 Employer-Local Board Conference



| Public Safety Personnel Retirement System

60,000 Members and Retirees / Beneficiaries

250+ Employers

Who is PSPRS?

Three Defined Benefit Plans
o Public Safety Personnel (PSPRS)

o Correction Officers Retirement Plan
(CORP)

o Elected Officials Retirement Plan (EORP)

Numerous Defined Contribution Plans

Cancer Insurance Plan

Health Insurance Sulbsidies
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In Loving Memory

Phoenix Fire Captain and PSPRS founder Alfred “Benny” Ashley passes away at 105
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Service to Our Members and Retirees

‘A friend of mine who was dealing with testicular cancer told me about the PSPRS
Cancer Program. He gave me information and contacts for the program. The first call
became instantly emotional for me. | can feel that someone on the other end had
empathy and concern for me. It was easy to speak to them and they had no issue
listening to my thoughts and feelings. PSPRS is there for Arizona professional firefighters.
There are no words to adequately express how grateful | am to know there are
advocates to help the helpers.”

- PSPRS retiree and cancer survivor

“One specific praise came from one of our retirees who had a fraudulent hack of their
checking account two days before leaving on an overseas trip. They rushed down to
PSPRS office and explained the crisis and got their direct deposit changed quickly. They
were ecstatic over the service. When | first got involved with monitoring PSPRS board
meetings for our group, | never ever received requests for complimenting staff, but today
| have been inundated with positive comments.”

- Carl Richardson, Foundation of Retired Phoenix Officers and Dispatchers
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System governance

What Works for Us? *

Investments
4=

Funding policy

+

Increased stakeholder roles
and ownership

+

Improving operational services
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9-Member Board of Trustees

Scott McCarty Harry Papp
Chair Vice Chair

Cities and Towns Board of Trustees

Randie Stein Chris Hemmen Brian Moore

Cities and Towns Law Enforcement Firefighter

Dean Scheinert Alan Maguire Nate Weber Daren Wunderle

Counties Cities and Towns Firefighter Law Enforcement
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Committee Structure

PSPRS Board of
Trustees

Advisory Investment

Committee Committee

Defined Contribution Operations, Governance
Committee and Audit Committee
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Active Members

Retirees/Beneficiaries

Our Stakeholders

Employers

Local Boards

State Legislature
 Taxpayers
« ASRS (for Healthcare)
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Tier 2 and Tier 1 “gap” public safety member

2023 Sta kehOIder contribution rate reduction: HB2028 (Laws 2023,
Legislation Chapter 102)

* Level 7.65% member contribution rate replaced
7.65% to 11.65% range dependent on employer
funded status

» Legislation followed member contribution rate
refunds in 2022; $11.2 million refunded

o $11.3 million in Tier 2 public safety member
contribution savings Annually

o $13.5 million in Tier 2 public safety employer
contribution savings Annually

* Impacted 1,600 public safety members and 7,400
CORP members

» Legislation did not impact CORP member
contribution rates (smaller rate range)
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2023

Greater flexibility for Tier 3 member benefit elections:
Sta lseho.lder SB1173 (Laws 2023, Chapter 6) and HB2015 (Laws
Legislation 2023, Chapter 48)
(concluded)

« Allows DC-only participants (hon-AOC corrections
officers) to elect pension benefits if they move into a
position that offers pension (AOC and public safety
positions)

 Allows Tier 3 rehires to make a new benefit election
after six-month separation of service
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2023 New | o |

D I. . d Tier 3 member contribution rate policy
o ICI.eS an o Member contribution rate setting to

Practices reduce volatility (three-year average)

Cancer Insurance Program ‘advance
reimbursements’ for out-of-pocket expenses

Cancer Insurance Program funding policy
o Premium setting and reserve targets
o Asset allocation review for investments

PSPRS DC plan ‘forfeited’ balances

o Allows employers to apply ‘matching’
contribution balances to future
payments

o Department of Corrections, Cities of
Phoenix and Tucson
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2023 New Policies « Completed actuarial audit
and Practices o Recommendations applied by system
(continued) actuaries

« Completed an experience study
(every 5 years)

* Investment strategy for additional employer
contributions

o Greater allocation to fixed income to
allow for short-term treasury bill
INnvestments

o Careful cash deployment to other asset
classes

« Continued employer outreach
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2023 New Policies « Continued reduction of plan payroll growth

and Practices assumptions | |
(concluded) o Reviewing with Advisory Committee

« Succession planning for key management
staff
o Hiring of Erin Higbee (ASRS)
o Fletcher Montzingo (Legislature, OSPB)
« Completed “sunset review"” by Auditor
General’'s Office

o No recommendations for current
operations

o Granted six-year extension

« ASU, NAU, UA public safety
recruitment/retention study
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Additional

Employer
Contributions and erpe
Earnings of additional contributions

since 2020
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Aggregate Funded Status Improving

66.3%

46.9% I I I

PSPRS
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Intensity of PSPRS Unfunded Liabilities

As of Unfunded Funded
June 30, 2023 Assets Liabilities Liability Percent

All Plans (226) $22B $14.6B $7.4B 66%

All Plans
(Excluding Phoenix  $15.4B $11.7B $3.7B 76%

police and fire)

All Plans
(Excluding top 10 $9.8B $8.6B $1.2B 88%

lowest funded
plans)
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PSPRS employer funding level ranges
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CORP employer funding level ranges

Employers by Pension Funded Status - Tiers 1 & 2
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PSPRS CORP and EORP
Decreasing Employer Contribution Rates

» Results vary according to
individual employer funding
levels

« PSPRS aggregate employer
contribution rate increased
slightly to 46%

« CORP aggregate employer
contribution rate fell to 16.4%
from 17.9%

« EORP employer contribution
rate fell to 70.4 from 76.5%
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PSPRS Employer Contribution Rates

e Results va ry according to PSPRS employer contribution rates

employer 00.00% 54.38% 56.20% 54.14%
51.84% 51.93% 52.31%
 Aggregate employer 50.00% T
contribution rate increased a1.08% 42363
slightly to 46% 40.00%
« Aggregate contribution rate oo
fell 18 percent in last four years o
 Average employer 20.00%

contribution rate of 27.5%

« Average employer
contribution rate fell 33% in .

|aSt fou r yea rs 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

* Average UAL cost fell 46% in
last four years

10.00%
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CORP Employer Contribution Rates

« Results vary according to

35.00%
employer

« Aggregate employer 30.00%
contribution rate fell to 16.44%

« Aggregate contribution rate

25.00%

fell 47% in last four years 20.00%
 Average employer

contribution rate of 22.5% 15:00%
 Average employer 10.00%

contribution rate fell 31% in

last four years 5.00%

« Average UAL cost fell 34% in

last four years oo0%
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Employer

Contribution

Prepayments 2024 $353 million
(oreliminary)

2023 $605 million

2022 $619 million

2021 $629 million

2020 $609 million

Prepayments reflect contributions made in advance of
contribution invoicing during the fiscal year. Prepayments
allow employers to increase investment earnings in years of
positive investment returns.
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FY 2023 investment returns (net of fees)
« Trust reached $19.5 billion

7.6% return as of June 30, 2023
Produced $1.4 billion in value

Investment
Returns

Strong performances by U.S. and international
public equities after lagging in FY2022

Underperformance by private market
iInvestments after years of high returns
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Investment
Retu rns Investment Returns by Year
(cont.) 30.00% 27.8%
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I nveStment PSPRS Investment Returns over Short and Long term Horizons

Returns o (Net of fees)
(concluded) 10.3%
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Board Priorities

1. For our members

« Manage volatility of Tier 3 Member contribution rates through new rate setting
policy

« Evaluate healthcare options to address increasing costs (two seats on ASRS
healthcare committee)

 Implement Cancer Insurance Program changes

2. For our employers (tools to manage plans)

Increase engagement with those plans with largest unfunded liabilities

Active advisory committee

Update actuary modeler

Increase use of DC plan ‘forfeited’ balances

Section 115 prefunding trusts
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Board Priorities (concluded)

3. Continued communication and engagement

« Employer financial consultations, speaking engagements, and conference
sponsorships

4. Improved reporting

 Popular annual financial report

« Depository of required employer funding policies
 Implement new reporting metrics

* Increased internal audits
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Questions, comments and discussion
What questions do you have?

f X @
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https://www.facebook.com/arizonapsprs/
https://www.youtube.com/user/ArizonaPSPRS
https://twitter.com/psprsaz

Public Safety Personnel Retirement System

Thank you!

f X m
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