PSPRS FY2026 Third Quarter Newsletter
NEW FISCAL YEAR BRINGS NEW EMPLOYER RATES

Public safety, corrections, and elected officials plan employers will have new
contribution rates for the fiscal year spanning July 1, 2026, to June 30, 2027.

Employer contribution rates are dictated by funding levels, benefit liabilities
and actuarial experience and expectations, with better-funded employers

generally paying lower rates. Fi scal Yea r
Funding levels for the PSPRS, CORP and EORP Tier 1 and Tier 2 plans
continued the years-long improvement trend despite higher-than-expected 2 02 7

member salary growth and increasingly conservative actuarial assumptions

adopted by the PSPRS Board of Trustees.

The stronger funding positions helped keep aggregate legacy plan employer

contribution rates steady, with PSPRS increasing by a small fraction to 45.6 percent as CORP and EORP
rates declined to 12.7 percent and 70.4 percent, respectively. The Tier 3 public safety contribution rates, on
average, also fell for employers and members.

Employer valuations and consolidated plan reports with contribution rates can be viewed and downloaded
from the PSPRS financial reporting webpage, and additional information is available on the pension
contribution reporting and rates webpage.

BENEFIT INCREASE FOR TIER 3 DC-ONLY CORRECTIONS

. Tier 3 corrections and detention officers will soon have a benefit increase in
CORP - DC Tier 3 . . ;
o the form of higher employer contributions to their 401(a) defined
Employer Contributions - . .
contribution accounts. Session law passed in 2025 bumped the employer

“matching” contribution rate to 5.5 from 5 percent, effective June 30.

59 50 5.5% _ i
° ° The law, SB1739 (Laws 2025, Chapter 237), also covers Tier 3 probation and
t surveillance officers who work for the Administrative Office of the Courts

and elect to receive defined contribution benefits. The law set $1 million

aside for state and local governments to cover the additional expense.

FY2025 FY2026 FY2027  Tjer 3 corrections and detention officers, and probation and surveillance

officers who opt for DC-only benefits, participate in the Public Safety
Personnel Defined Contribution Retirement Plan. Nationwide Retirement Solutions serves as the plan’s
recordkeeper and, under its agreement with the PSPRS Defined Contribution Committee, currently charges
no administrative fees to participants.
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https://www.psprs.com/investments-financials/annual-reports-acfr-actuarial/
https://www.psprs.com/employers-local-boards/contribution-rates-reporting/pension-plans/
https://www.psprs.com/employers-local-boards/contribution-rates-reporting/pension-plans/
https://www.azleg.gov/legtext/57leg/1R/laws/0237.pdf

MISSION ACCOMPLISHED: TWO WORDS FOR LEGE SESSION

In contrast to previous years, the PSPRS Board of Trustees legislative
agenda was light. The board sought its annual “admin” bill, which sailed
through the House in February and the Senate in early-June before landing
on Gov. Katie Hobbs desk.

The ease of the SB1292 passing can be attributed to its simplicity. It adds
two words — “publicly traded” — to existing law to forbid PSPRS from
owning more than 5 percent of the voting stock of any corporation listed on
the stock market.

In February, the PSPRS Board of Trustees took the rare step of voting to
oppose SB1503, which could have opened Arizona’s public pension plans
to litigation concerning “proxy voting, which is the hiring of outside firms to cast votes on a pension’s
behalf on what can be thousands of corporate board proposals a year.

In April, SB1503 (Laws 2026, Chapter 64) was amended to provide death benefits to survivors of contracted
pilots hired by public safety agencies. The law was a direct response to February’s helicopter crash in
Flagstaff that caused the deaths of a hired pilot and a Department of Public Safety trooper paramedic. The
bill was signed into law by Hobbs.

PART-TIME SERVICE FOR LAW ENFORCEMENT IS HERE

Beginning June 30, PSPRS employers and eligible law enforcement officers
will have a new workforce flexibility option available under state law passed
last year.

The law, SB1287 (Laws 2025, Chapter 183), allows municipal police
officers, Department of Public Safety officers, sheriffs, and deputy sheriffs
ProLICES to temporarily reduce their work schedules while continuing to earn prorated
\®t PSPRS service credit. The law covers members with at least three years of

PSPRS service who experience certain qualifying family-related events, such
as the birth or adoption of a child or caring for immediate family members
with serious health conditions.

Participation is voluntary and requires a written agreement between the employer and member. Among the
conditions, members must work between 20 and 30 hours per week, and employers are responsible for
ensuring compliance with program requirements.

Additional conditions, PSPRS implementation guidance and the member/employer part-time law

enforcement employment agreement are available on the PSPRS website.

Gas. Eggs. Fruit. Coffee. Inflation has driven up costs over the year, but

PSPRS-managed plan retirees and beneficiaries can count on receiving the

maximum 2 percent cost of living adjustment starting July. The amount, o
prorated for those retired less than a year, is based on the measurements of the o
Statistics.

Capped at 2 percent annually, PSPRS, CORP and EORP retiree and survivor 0 L A
benefit increases are dictated by state law as the result of ballot propositions

124 and 125, passed in 2016 and 2018, respectively. Since inception, the
propositions have resulted in 2 percent increases put into effect at the

COLA ON THE WAY FOR RETIREES AND BENEFICIARIES
Phoenix-Mesa metropolitan area published by the U.S. Bureau of Labor
beginning of each fiscal year.
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https://www.azleg.gov/legtext/57leg/2R/laws/0064.pdf
https://www.azleg.gov/legtext/57leg/1R/laws/0183.pdf
https://www.psprs.com/employers-local-boards/part-time-law-enforcement-employment/
https://www.psprs.com/employers-local-boards/part-time-law-enforcement-employment/

EMPLOYERS: EXCESS PREPAYMENT BALANCE NOTICE

As a reminder to employers, PSPRS will apply any remaining
contribution prepayment balances towards employers’ reserve balances
at the approaching June 30 end of the fiscal year.

Excess balances occur when employer contribution prepayment amounts
exceed actuarially determined required contributions that are included in
employer valuations. These excess balances cannot be held for use in the
following fiscal year and must be applied to employers’ reserve balances
that impact valuations and contribution rates.

Some PSPRS-managed plan employers have taken to prepaying their pension contributions to take
advantage of interest that accrues through investment returns. The payments are typically made at the
beginning of each fiscal year and allow employers to forego the routine of making employer contributions
each pay period.

EMPLOYER REMINDER: SEND FY27 PENSION FUNDING POLICIES

This is a notice for public safety and corrections employers to submit their
funding policies to assist PSPRS in complying with financial reporting laws.

State law requires PSPRS to post employer funding policies to the agency @
website and mandates that employers publish their pension funding policies to $%%® @
their own websites. @@ %@

PSPRS requests that employers email copies of their fiscal year 2027 pension §‘®<§® $®ﬂ
funding policies to PSPRS Employer Relations Manager Harold Greene at \ @%
hgreene(@psprs.com.

The League of Arizona Cities & Towns developed a pension funding policy
template that is available on the organization’s website.
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mailto:hgreene@psprs.com
http://www.azleague.org/35/Resources-and-Research

