ANNUAL COMPREHENSIVE
FINANCIAL REPORT

For the fiscal year ended June 30, 2024

A component unit of the State of Arizona

Serving Those Who
Serve Others

56th—Public Safety Personal Retirement System (PSPRS)
43rd—Elected Officials’ Retirement Plan (EORP)
38th—Corrections Officer Retirement Plan (CORP)

11th—Corrections Officer—Administrative Offices of the
Court (CORP-AO0CQC)



ACKNOWLEDGMENTS

The Annual Comprehensive Financial Report was prepared by the Public Safety Personnel Retirement System’s Finance
Department with assistance from the Investments, Investment Operations, Member Services and IT departments:

Jared Mazza, CPA, CGFM John Moorman, CPA
Kaelynn Haynes Clark Partridge, CPA
Jack Jordan Mark Steed, MBA, MS
Alison Lidstone Vaida Maleckaite, PhD
Young Chung Robert Ortega

Tally Sturdivant Shawn Berend

Tami Eckloff Devin Delap

Andrew Gonzalez Eric Storlid



Annual Comprehensive Financial Report

for

Public Safety Personnel Retirement System
Elected Officials’ Retirement Plan

Corrections Officer Retirement Plan
(Administrative Offices of the Courts)

A component unit of the State of Arizona

For the Fiscal Year Ended
June 30, 2024

Prepared by the Staff of PSPRS

Public Safety Personnel Retirement System
3010 E. Camelback Road, Suite 200
Phoenix, AZ 85016
Phone (602) 255-5575 Fax (602) 255-5572
WWW.psprs.com

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, progress
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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November 30, 2024
Dear Members, Benefit Recipients, Employers, and Members of the Board of Trustees:

We are pleased to present the fifty-sixth Annual Comprehensive Financial Report (ACFR) for the Public
Safety Personnel Retirement System (PSPRS), the forty-third for the Elected Officials’ Retirement Plan
(EORP), and the thirty-eighth for the Corrections Officer Retirement Plan (CORP), (collectively the Sys-
tem) for the fiscal year ended June 30, 2024 (FY24), 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 for fiscal year ended June 30, 2024.

Responsibility for the contents of this report, including the financial statements, rests solely with the man-
agement of the System. The Board of Trustees provides an oversight role. This transmittal letter is de-
signed to complement the Management's Discussion and Analysis, the Basic Financial Statements and
Notes and should be read and reviewed in conjunction with them.

Plan Overview

PSPRS was created on July 1, 1968 by A.R.S. § 38-841, for public safety personnel who are regularly as-
signed 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 A.R.S. § 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, dispatchers and probation offic-
ers. Each plan was created to provide a uniform, consistent and equitable statewide program for their re-
spective eligible members.

PSPRS and CORP are agent multiple-employer defined benefit plans and where the administration of the
plan and the responsibility for making the provisions of the plan effective for each employer are vested in
a local level by 234 (PSPRS) and 28 (CORP) individual local boards in accordance with A.R.S. §§ 38-847
and 38-893. In addition, A.R.S. § 38-842.02 established the PSPRS risk pool beginning on July 1, 2017 for
newly hired Tier 3 members at individual PSPRS employer plans with 250 or fewer members in the Sys-
tem as of July 1, 2017. These employers will have their assets pooled in a risk sharing plan (for Tier 3
members only) while plans with more than 250 members will remain independent and continue as indi-
vidual agent plans for all tiers. Agent multiple-employer plans are accounted for separately where the as-
sets and liabilities of each individual employer are accounted for separately allowing for individual fund-
ing levels and employer contribution rates. Within CORP is a group of employers collectively known as
CORP-AOC, and is made up of 16 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, multi-
ple-employer defined benefit plan where the PSPRS Board administers, manages and fulfills the function
of the local board for the plan.

(@ Telephone: (602) 255-5575 3010 East Camelback Road, Suite 200 ® Toll Fres: (§877) 925-35753
= Fax: (602) 255-55T2 Phoenix, Arizona 35016-4416 % Website: www.psprs.com
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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.

Legislative changes to the role of individual local boards for PSPRS and CORP took effect January 1, 2022.
The local boards continue to determine membership eligibility of new hires and consider and take action
on disability retirement and line-of-duty-death benefit. Employers are required to send all retirement ap-
plications with the exception of disability and line of duty deaths to PSPRS where official credited service
and contribution records used to determine benefit amounts are maintained.

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. Addi-
tionally, 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. Additionally, the Board
contracts with a third party record keeper to administer defined contribution plans.

Financial Information Reporting

Financial statements are prepared in conformity with accounting principles generally accepted in the Unit-
ed States of America and reporting guidelines set forth by the Governmental Accounting Standards Board.
CliftonLarsonAllen LLP, has issued an unmodified opinion on the financial statements for the year ended
June 30, 2024. The Independent Auditors’ Report is located at the front of the Financial Section of this re-
port. 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 pro-
vide reasonable, rather than absolute, assurance that the financial statements are free of any material mis-
statements. Cost/benefit considerations, risk of management override, and the risk of collusion are inher-
ent limitations on any system of internal control. Management believes that as of June 30, 2024, an ade-
quate 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 FY24, our invest-
ment portfolio provided net investment income of $2.0 billion, helping to bring our net assets held in trust
for pension and other post-employment benefits (OPEB) benefits to $21.9 billion. The time-weighted rate
of return over the fiscal year was 10.3 percent net of fees. Over the past ten years, the portfolio has an an-
nualized, time-weighted rate of return of 6.9 percent net of fees which dropped below the PSPRS Board of
Trustees’ assumed 7.2 percent rate of return.

The well-diversified portfolio is strategically allocated to provide appropriate diversification that limits
the impact when markets experience losses. Both traditional and nontraditional assets are incorporated
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 ACFR.

The System’s Funding Status

Our fiduciary net position grew to $21.9 billion as of June 30, 2024 from the $19.6 billion in FY23 due to
$1.1 billion of in employer payroll contributions, $446 million in additional employer and appropriated
non-employer entity contribution to the system, and $2.0 billion of investment gains. This increase to fi-
duciary net position was after paying pension, deferred retirement option plan (DROP), health insurance
benefits, refunds, administrative expenses, and transfers to other plans of $1.5 billion during the year.

Annual Comprehensive Financial Report
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The following charts show the consolidate plan actuarial value of assets funding status as of June 30, 2024
for tiers 1 & 2 and tier 3.

Tiers 1 & 2 Funded Status as of June 30, 2024 Pension & OPEB
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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 necessarily reflect the most accurate picture of the System as a whole. Because PSPRS and
CORP are agent multiple-employer plans, each individual employer has its own individual funding level.
Additionally, a funded status or ratio is a snapshot in time and does not necessarily reflect the full range of
factors influencing the underlying strength of the plan. As of June 30, 2024, 218 out of 231 PSPRS employ-
ers for Tier 1 and 2, have a funded status of at least 50 percent, as compared to 210 PSPRS employers as of
June 30, 2023. As of June 30, 2024, 23 out of 28 CORP employers have a funded status of at least 80 percent
as compared 20 CORP employers as of June 30, 2023.
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The following are representations for Tiers 1 & 2 PSPRS and CORP and Tier 3 PSPRS’ 19 non-risk sharing and
the consolidated risk sharing employers showing distributions of employers by their individual funding sta-
tus as of June 30, 2024
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Employer Contribution Rates

Results of the June 30, 2024 actuarial valuation determine the contribution rates that will become effective in
fiscal year 2026 beginning on July 1, 2025. For most employers, aggregate contribution rates will decrease
for PSPRS and CORP plans while increasing slightly for EORP in fiscal year 2026. A distribution graph repre-
senting those individual PSPRS and CORP plan rate changes is provided below. The changes are based on a
straight subtraction of the year-over-year rates.

Tiers 1&2 - Contribution Rates
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The consolidated contribution rates compared to the prior fiscal year for the PSPRS, CORP and EORP is pro-
vided below.

Tiers 1&2 Consolidated Contribution Rate Pension &

OPEB
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New Developments and Management Initiatives for Fiscal Year 2025

PSPRS continues the design and development work with the vendor to replace our aging and multi system
Pension Administration System (PAS). The multiyear project will replace the current EPIC and EPIC 2 sys-
tems with a commercial off the shelf system to the greatest extent possible.

PSPRS continued its efforts to strengthen the relationship between the agency and our various stakeholders.
This outreach helps employers understand and realize the true cost of public safety pension benefits and the
taxpayer savings that can be achieved by paying off unfunded pension obligations. This multi-year effort has
resulted in $5.5 billion of additional contributions over the prior four fiscal years into the system helping to
both secure pension stability for retirees and members and saving taxpayers money by eliminating or reduc-
ing unfunded pension debt that will escalate employer costs each year if left unaddressed.

Annual Comprehensive Financial Report
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National Recognition

The National Conference on Public Employee Retirement Systems (NCPERS) awarded PSPRS with its Cer-
tificate of Transparency for the system’s commitment to “furthering open disclosure” and “contributing to
the public’s understanding of public retirement systems.”

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certifi-
cate of Achievement for Excellence in Financial Reporting to PSPRS for its annual comprehensive financial
report for the fiscal year ended June 30, 2023. A Certificate of Achievement is valid for a period of one
year only. We believe that our current annual comprehensive financial report continues to meet the Cer-
tificate of Achievement Program’s requirements and we are submitting it to GFOA to determine its eligibil-
ity for another certificate.

The Public Pension Coordinating Council (PPCC) presented PSPRS with its 2024 Recognition Award for
Funding and Administration in recognition of meeting professional standards for plan funding and admin-
istration as set forth in the Public Pension Standards. To qualify for the Pension Standards Award, public
employee retirement system must certify that it meets the requirements in six areas of assessment. The
areas are comprehensive benefits program, funding adequacy, actuarial, audit, investment and communi-
cations. The Pension Standards Award is valid for one year.

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 encour-
agement 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 0. Moorman, Chief Financial Officer
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PROFESSIONAL ADVISORS

ACTUARIAL SERVICES FOSTER & FOSTER, INC.
FORT MYERS, FL

CUSTODIAL BANK BNY MELLON
NEW YORK, NY

INDEPENDENT AUDITORS CLIFTONLARSONALLEN, LLP
BOSTON, MA

GENERAL INVESTMENT CONSULTANT NEPC, LLC
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Additional information regarding investment professionals who provide services for the pension and OPEB plans can
be found in the Financial and Investment sections of this ACFR. A Schedule of Consultant Expenses is available in the
supporting schedules at the end of the Financial section. A Schedule of Commissions Paid to Brokers and Fees by
Sub-Asset Class are presented in the Investment Section on page 80.
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