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| Public Safety Personnel Retirement System

What do the Actuaries do for PSPRS?

Estimate future cash flow using lots of assumptions about the future

Discount that estimated cash flow back to a present value

Determine the contributions needed to finance that cash flow

‘Actuarial valuations’ aggregate this information at a point in time (as of June
30 each year) and tell you:

o Contributions that you need to budget for
o What to incorporate in financial statements for GASB

o How you can manage your pension liabilities

Let's dive in...
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Public Safety Personnel Retirement System

Summary of Report

— 1. Key Valuation Results

The funded status as of June 30, 2023 and the employer contribution amounts applicable to the plan/fiscal
year ending June 30, 2025 are as follows:

Snapshot of
contribution rates,
funded status, and
change from prior

year
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Tier 1 & Tier 2 Members

Pension Health Total
Employer Contribution Rate 46.01% 0.24% 46.25%
Funded Status 66.3% 130.4% 67.2%

Comparison of Key Results to Prior Year

Tier 3 Members *
Pension Health Total
8.62% 0.11% 8.73%
106.8% 217.5% 108.3%

The chart below compares the results from this valuation with the results of the prior year’s valuation (as

of June 30, 2022):

Contribution Rate
Tier 1 & Tier 2 Members

Valuation Date Pension Health Total
June 30, 2022 45.20% 0.27% 45.47%
June 30, 2023 46.01% 0.24% 46.25%

Funded Status
Tier 1 & Tier 2 Members

Valuation Date Pension Health Total
June 30, 2022 65.3% 126.0% 66.2%
June 30, 2023 66.3% 130.4% 67.2%

Tier 3 Members *
Pension Health Total
8.75% 0.12% 8.87%
8.62% 0.11% 8.73%

Tier 3 Members
Pension Health Total
109.2% 223.5% 110.8%
106.8% 217.5% 108.3%

* The Tier 3 rates shown are the calculated rates as of the valuation date and do not reflect any Legacy costs that the employer

must also contribute.




Relative to assumed
earnings rate, smoothed
over set years

Public Safety Personnel Retirement System

Reasons for Change

Contribution Rate

Tier 1 & Tier 2

4

Typically has a significant
impact on rates

/

Primarily driven by salaries,
relative to expectations

Contributions in excess of
actuarially determined

0

ontribution Rate Last Valuation

Asset Experience

Payroll Base

Liability Experience
Additional Contribution
Assumption/Method Change
Actuarial Audit

Other

ntribution Rate This Valuation

Pension
45.20%
0.21%
(2.25%)
1.99%
(1.67%)
0.89%
1.24%
0.40%
46.01%

Decrease in payroll
assumption from 2.5% to 2%

\‘\\\\\\ //

Changes in
methodologies/assumptions
based on actuarial audit

All other

IR

Health
0.27%
0.00%
0.01%

(0.12%)
0.00%
0.00%
0.00%
0.08%
0.24%

Funded Status

Tier 1 & Tier 2

Payroll assumption does not
impact funded status

Pension

Funded Status Last Valuation 63.3%
Asset Experience (0.2%)
Liability Experience (1.3%)
Additional Contribution 1.8%
Assumption/Method Change 0.0%
Actuarial Audit (0.7%)
Other 1.4%
Funded Status This Valuation 66.3%

Health
126.0%
0.0%
1.3%
0.0%
0.0%
(0.2%)
130.4%

Tier 3 Members

Pension
8.75%
(0.02%)
0.00%
0.03%
0.00%
0.00%
0.33%
(0.47%)
8.62%

Tier 3 Members

Pension
109.2%
0.3%
(0.5%)
0.0%
0.0%
(1.7%)
(0.5%)
106.8%

Health
0.12%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

(0.01%)

0.11%

Health
223.5%
1.1%
1.6%
0.0%
0.0%
(0.8%)
(7.9%)
217.5%
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Public Safety Personnel Retirement System

Contribution Results

Contribution Requirements
Development of Employer Contributions - Tiers 1 & 2 Members

Valuation Date June 30, 2023 June 30, 2022
Applicable to Fiscal Year Ending 2025 2024
Rate Dollar Rate Dollar
The amount needed next year Pension
to fund the cost of the j————|Normal Cost
benefit Total Normal Cost 21.69% §$ 316,933,644 | 21.59% $ 307,587,749
Employee Cost (7.65%) (111.784.945) |(7.65%) (109.006.453)
Employer (Net) Normal Cost 14.04% 205,148,699 | 13.94% 198,581,296
The amount need to fund all Amortization of Unfunded Liability 31.97%  467.118.625 | 31.26%  445.445.498
uabilitiesiaccruecitoioate Total Employer Cost (Pension) 46.01% 672267324 | 4520% 644,026,794
Health
Same for health, but normal Normal Cost 0.36% 5247779 | 0.39% 5,587,168
costis ’ed;‘ceg I L G Amortization of Unfunded Liability (0.12%)  (1.748893) |(0.12%)  (1.735.455)
uncng Total Employer Cost (Health) 0.24% 3.498.886 0.27% 3,851,713
TOtatIoatgl‘orz:‘et :ro‘l:fac;fjland Total Employer Cost (Pension + Health) 46.25_% 675,766,210 | 45.47% 647,878,507
Alternate Contribution Rate (ACR) * 31.97% 31.26%
ACR rate is same as / Underlying Payroll (as of valuation date) 1,432,589.319 1,390,166,784
Unfunded Liability . ‘7710 A/I('rnu!c. Contribution Rate f’s the sum of the [?osin‘ ve amortization rates for Tiers | & 2 Pension and Health (subject to an 8%
minimum) and is charged when retirees return to active status.

The results above are based on the current amortization schedule approved by the Board of Trustees for your

individual plan (see "Actuarial Assumptions and Methods").
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Public Safety Personnel Retirement System

Contribution Results - Tier 3

Development of Employer Contributions — Tier 3 Members
Valuation Date June 30, 2023 June 30, 2022
Applicable to Fiscal Year Ending 2025 2024

Defined Benefit (DB) Retirement Plan

Rate Dollar Rate Dollar
Pension
Total Normal Cost 17.20% § 84,048,807 17.48% § 62,102,500
. Amortization of Unfunded Liability 0.03% 124,947 0.01% 41.737
Normal cost split 50/50 Total Pension Cost 1723% 84,173,754 1749% 62,144,237
Employee (EE) Pension Cost 8.62% 42,086,877 8.75% 31,072,119
Employer (ER) Pension Cost 8.62% 42,086,877 8.75% 31,072,119
Health
Total Normal Cost 0.22% 1,055,290 0.23% 817,157
Amortization of Unfunded Liability 0.00% 0 0.00% 0
Total Health Cost 0.22% 1,055,290 0.23% 817,157
Employee (EE) Health Cost 0.11% 527,645 0.12% 408,579
Employer (ER) Health Cost 0.11% 527,645 0.12% 408,579
Total
Total Calculated Tier 3 Required EE/ER Individual Cost 8.73% 42,614,522 8.87% 31,480,698
Funding Policy Tier 3 Required EE/ER Individual Cost ! 8.97% 43,834,307 0.61% 34,164,618
Amortization of unfunded |ER Legacy Cost of Tiers 1 & 2 Amort of Unfunded
Iiability Liabilities * 31.97% 143,275,248 31.26% 111,076,381
otal Funding Policy Tier 3 Required
ER Defined Benefit Cost 40.94% 187,109,555 40.87% 145,240,999
Underlying Payroll (as of valuation date) 479,094,883 346,664,109

! The “Funding Policy" cost was adopted in 2023 and first reflected in the June 30, 2023 valuation.

 Pursuant to ARS § 38-843(B), the amortization of positive unfunded liabilities for Tiers 1 & 2 shall be applied to all Tier 3 payroll on a
level percent basis. However, while it is statutorily required to present the rates in this manner, these are the minimums where alternate
methods for paying down that unfunded liability is at the discretion of each emplover. Further, to understand the effects of reform in relation
to Tier 3, compare the total rate of Tier 3 before application of those legacy costs.
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Public Safety Personnel Retirement System

Liability Support

Liabilities and Funded Ratios by Benefit - Tiers 1 & 2

June 30, 2023 June 30, 2022
Liabilities accrued to date + hisssiiee
normal cost + expected Actuarial Present Value of Benefits (PVB)
| liabilities in the future Retirees and Beneficiaries $ 12407480799 | S 11.614.472.518
DROP Members 2.669,007.775 2.484,182,768
Vested Members 166,681,806 152,009,070
Active Members 0.080.638.348 8.588.470.348
Total Actuarial Present Value of Benefits 24,323 808,728 22.839,134,704
'-iabi'“‘ilzfuaa"‘t‘i’;‘r“e:a:: of the Actuarial Accrued Liability (AAL)
All Inactive Members 15,243,170,380 14,250,664,356
Active Members 6.736.659.601 6.257.682.592
Total Actuarial Accrued Liability 21,979,829,981 20,508,346,948
Actuarial Value of Assets (AVA) 14,574,029,063 13,397.869.480
UAAL = AAL - AVA Unfunded Actuarial Accrued Liability 1.405,800.918 7,110,477.468
o e e (ol PVB Funded Ratio (AVA / PVB) 50.9% 58.7%
wo measures of funding -
what's the difference?g AAL Funded Ratio (AVA / AAL) 66.3% 65.3%
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B. Amortization Schedule
2023 Experience (A3 /7)

2022 Experience
021 Experience

2 o b

2020 Experience
2019 Experience
2018 Experience
2017 Experience
Total Amortization

Public Safety Personnel Retirement System

Asset Support

Development of Pension Actuarial Value of Assets - Tiers 1 & 2

A. Investment Income
Al. Actual Investment Income $ 1,019.245.332
947.861.295

A2. Expected Amount for Immediate Recognition

Plan investment income, not
specific to employer

This is then ‘smoothed’ over 7

A3. Amount Subject to Amortization
years
Year Ended June 30
2023 2024 2025 2026 2027 2028 2029
| 10,197,720 10,197,720 10,197,720 10,197,720 10,197,720 10,197,720 10,197,717 f=—m Sums to $71.4 million
(204.451.249) (204.451.249) (204,451,249) (204.451,249) (204,451,249) (204.451,249)
238,978,744 238,978,744 238,978,744 238,978,744 238,978,745
(68.882,158) (68,882.158) (68.882.158) (68.882.160)
(22.859,275) (22,859,275) (22,859,275)
(6,266,349) (6,266,351)
33,350,148 | This is the amortization
(19.902.419) I (53,282.569) (47,016,218) (24.156.945) 44,725,216  (194,253,529) 10.197.717| schedule for future years
C. Actuarial Value of Assets Total Employer
Cl. Actuarial Value of Assets, June 30, 2022 13,397.869.480
C2. Non-investment Net Cash Flow 248,200,707

C3. Preliminary Actuarial Value of Assets, June 30, 2023

(A2+B+C1+C2)
C4. Market Value of Assets, June 30, 2023
CS5. Final Actuarial Value of Assets, June 30, 2023

(C3 Within 20% Corridor of C4)

D. Rates of Return
D1. Market Value Rate of Return 7.7%
D2. Actuarial Value Rate of Return 6.9%
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14,574,029.063
14,310,242,735

14,310,242.735

14,574,029.063 14.574.029,063

This is where you will find the
AVA for your employer and
can find your proportionate

share for gains/losses




Public Safety Personnel Retirement System

Member Statistics

e Member data can inform directional movements in liabilities

Valuation Data Summary

Composition of employees DROP Retirees

June 30, 2023 June 30, 2022 T o A 444 A
_\ Ters 1 &2 Tier3 Tiers 1 &2 Tier 3 Average Current Age 542 N/A 53.9 N/A
Actives Average Annual Benefit $67,181 N/A $65.616 N/A
| Number 11,369 5,536 12,423 4.524'
Average Current Age 433 30.7 42.7 304 Beneficiaries
Average Age at Employment 28.0 28.2 28.0 28.2 Number 2,059 7 1,990 3
Average Past Service 15.3 2.5 14.7 22 Average Current Age 71.2 35.6 70.7 31.2
I Average Annual Salary $113.803 $73.614 $102.036 $65.078 I Average Annual Benefit $49,671 $22,101 $48.627 $31,729
Actives (transferred) Disability Retirees
Number 940 580 851 agy | || Diummbes el ? 1965 :
Average Current Age 382 315 375 31.0 Average Current Age 594 39.9 59.2 38.2
Avsram Age ot Baployosat 277 181 279 281 Average Annual Benefit $48,917 $31,583 $47.800 $28,886
Average Past Service 10.6 34 9.7 AL Inactive / Vested
Average Annual Salary $86,596 $70,359 $76,993 564,495 Number 2,125 956 2,152 741
Average Current Age 43.1 325 422 31.8
i) Average Accumulated Contributions $19.913 $6,932 $18420  $5.751
Number 11,856 0 11,336 0
Average Current Age 65.0 N/A 64.0 N/A Total Number 32,608 7,088 32,861 5,660
Average Annual Benefit $62.869 N/A $62.047 N/A
Former Members (transferred) N/A N/A N/A N/A
Greater/lower than More/less disability retirees
expected salary increases? than anticipated?
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Public Safety Personnel Retirement System

Actuarial Assumptions and Methods

Assumptions inform projections of liabilities and assets

Salary Increase Rates

Maricopa Pima Other Maricopa Pima  Other

Age Police Police Police Fire Fire Fire

. . 20 15.00% 12.00% 14.00% 15.00% 12.00% 13.00%

Interest Rate This is the assumed earnings rate on System assets, compounded " 1400%  600%  12.00%  1400% 1100% 12.00%
Finv, ini N 2 22 13.00%  6.00%  10.00%  13.00% 10.00% 11.00%

annually, net of investment and administrative expenses. 5 bowh corh 900% 1200 950% 10.00%

24 11.00% 6.00% 8.00% 11.00%  9.00%  9.00%

y 25 10.00% 6.00% 7.00% 10.00%  8.50%  8.00%

Tiers 1 & 2: 26 9.00%  550%  650%  9.50% 7.50%  7.50%

Assumed rate of return - if lower, 200/ e Is 7.2% (OI‘ even 7%) too high? 27 8.00% 5.50% 6.25% 9.00% 6.50%  7.50%
. PV of liabiliti 7.20% per year. 28 7.50%  5.50%  6.00%  BS50% S5.75%  7.00%
Increases FV of liabilities » X 29 700%  S50%  5.80%  B.00% S5.75%  6.50%
...the three, five and ten year returns 30 6.50%  525%  5.60%  800% 5.50%  6.50%

Tier 3: continue to be greater than 7.1% and near 3 600% - 5.25% - 540% - T30%  5.50% - 6.00%

. D 32 5.50% 5.00% 5.20% 7.00% 5.00% 5.50%

7.000/’0 per year. the actuarial assumed rate of return. 13 5.10% 5.00% 5.00% 6.50% 5.00% 5.50%

34 4.90% 5.00% 4.90% 6.50% 5.00% 5.50%

35 4.70% 4.50% 4.80% 6.00% 5.00%  5.50%

> = ~ i i o - 36 4.50% 4.50% 4.70% 5.50% 5.00% 5.50%

Salary Increases See table at the end of this section. This is an annual increase for 37 434S0 460 S5 450%  S.00%
individual member’s salary. These rates are based on a 2022 > B 406 40Fe 430 S0P 4504 5.00%

39 4.00% 4.00% 4.40% 4.75%  4.50%  5.00%

experience study using actual plan experience. 40 3.90%  400%  430%  475%  450%  5.00%

41 3.80% 3.80% 4.20% 4.50% 4.50% 4.50%

42 3.70% 3.60% 4.10% 4.50% 4.00% 4.50%

lnﬂﬂ[ion 2 500/0 43 3.60% 3.40% 4.00% 4.50% 4.00% 4.50%
S S : 4 3.50% 3.20% 3.90% 450%  4.00%  4.00%
45 3.50% 3.00% 3.80% 4.25% 4.00% 4.00%

= S 3 : = P 270 =t R = - o ] 0/ = 46 3.50% 3.00% 3.70% 4.25%  3.75% 4.00%
Tier 3 Compensation Limit $115,868 for calendar 2023. Assumed increases of 2.00% per year o o
thcreaﬂer. 48 3.50% 3.00% 3.50% 4.00% 3.75% 3.75%

49 3.50% 3.00% 3.50% 4.00% 3.50% 3.75%

50 3.25% 3.00% 3.50% 3.75% 3.50% 3.75%

Cost-of-Living Adjustment 1.85%. 51 325%  3.00%  3.50%  378%  350%  3.75%
52 3.25% 2.75% 3.50% 3.75% 3.50% 3.75%

53+ 3.25% 2.75% 3.50% 3.75% 3.25% 3.75%
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Plan Maturity and Other Risk Metrics

6/30/2023 6/30/2022 6/30/2021 6/30/2020

Funded Ratio
Actuarial Value of Assets (AVA)  14.,574,029,063 13,397.869,480 10.462,717,622  8,675.448,922
Total Accrued Liability 21,979,829,981 20.,508,346,948 19.306,428,824 18,511,955,838

AVA / Total Accrued Liability 66.3% _ 65.3% 54.2% 46.9%

Funded Ratio over time
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Discussions about Actuarial Assumption

» Payroll growth assumption
* Assumed rate of return
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Modeler Demonstration
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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

How can we help you?

f X @
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