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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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Summary of Report

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

year
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Reasons for Change
Relative to assumed 

earnings rate, smoothed 
over set years

Typically has a significant 
impact on rates 

Primarily driven by salaries, 
relative to expectations

Decrease in payroll 
assumption from 2.5% to 2%

Contributions in excess of 
actuarially determined 

Changes in 
methodologies/assumptions 

based on actuarial audit

All other

Payroll assumption does not 
impact funded status
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Contribution Results 

The amount needed next year 
to fund the cost of the 

benefit

The amount need to fund all 
liabilities accrued to date

Same for health, but normal 
cost is reduced due to over-

funding

Total amount collected and 
total rate on payroll

ACR rate is same as 
Unfunded Liability
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Contribution Results – Tier 3

Amortization of unfunded 
liability 

Normal cost split 50/50
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Liability Support

Liabilities accrued to date + 
normal cost + expected 
liabilities in the future

Liabilities accrued as of the 
valuation date

UAAL = AAL - AVA 

Two measures of funding - 
what’s the difference?
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Asset Support
Plan investment income, not 

specific to employer

This is then ‘smoothed’ over 7 
years

Sums to $71.4 million

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

share for gains/losses

This is the amortization 
schedule for future years
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Member Statistics

Greater/lower than 
expected salary increases?

• Member data can inform directional movements in liabilities

More/less disability retirees 
than anticipated?

Composition of employees
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Actuarial Assumptions and Methods
Assumptions inform projections of liabilities and assets

Assumed rate of return – if lower, 
increases PV of liabilities

Is 7.2% (or even 7%) too high?

“…the three, five and ten year returns 
continue to be greater than 7.1% and near 

the actuarial assumed rate of return.”
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Plan Maturity and Other Risk Metrics

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?
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https://www.facebook.com/arizonapsprs/
https://www.youtube.com/user/ArizonaPSPRS
https://twitter.com/psprsaz
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How can we help you?
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https://www.youtube.com/user/ArizonaPSPRS
https://twitter.com/psprsaz
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