Public Safety Personnel Retirement System

FY 2012 FY 2013 FY 2014
ACTUAL ESTIMATE APPROVED
SPECIAL LINEITEMS
EORP Fund Deposit 0 0 5,000,000 ¥
AGENCY TOTAL 0 0 5,000,000
FUND SOURCES
Genera Fund 0 0 5,000,000
SUBTOTAL - Appropriated Funds 0 0 5,000,000
Other Non-Appropriated Funds 37,551,300 36,436,400 36,436,400
TOTAL - ALL SOURCES 37,551,300 36,436,400 41,436,400

AGENCY DESCRIPTION — The Public Safety Personnel Retirement System (PSPRS) provides retirement, survivors,
health, and disability benefits to public employees who work in a public safety capacity, such aslaw enforcement officials and
firefighters. In addition, PSPRS staff administers the Correctional Officers Retirement Plan (CORP) and the Elected
Officials Retirement Plan (EORP), which provide the same benefits to specified populations at the state and local level.
PSPRS is not subject to appropriation. The EORP will be closed to new enrollees as of January 1, 2014, at which time elected
officialswill be enrolled in the Elected Officials' Defined Contribution Retirement System (EODC System).

EORP Fund Deposit |

Laws 2013, Chapter 217 appropriates $5,000,000 from the
General Fund to the EORP Fund in FY 2014. Chapter 217
makes several changes relating to the closure of the
existing defined benefit EORP and in creation of a new
defined contribution plan, the Elected Officials Defined
Contribution Retirement System (EODC), as follows:

1) Prohibits the enrollment of new members in EORP
who are elected or appointed after January 1, 2014.
Elected officias who assume positions after this date
are instead enrolled in the newly-created EODC
System, except that elected officials who are existing
members of the Arizona State Retirement System
(ASRS) may continue to participate in the ASRS plan
during their elected or appointed term.

2) Permanently establishes a 13% employee contribution
rate for members of the now closed EORP. Deletes
the previous statute that had aso authorized an
alternative computation for member contribution rates.

3) Requiresfrom January 1, 2014 through June 30, 2044,
a level 235% employer contribution rate for
employees in elected official positions, regardless of
the date of appointment or election. For existing
members of EORP, this contribution is paid entirely to
the EORP Fund. For EODC System members, 6% is
retained by the defined contribution system as an

I I

normal cost plus an amount to amortize the unfunded accrued liability.

4)

5)

6)

7)

employer contribution, with the remaining 17.5%
being paid to the EORP Fund.

Establishes the EODC System, which is administered
by the PSPRS Board of Trustees. Requires an 8%
employee contribution rate for all EODC System
members, which is to be partially matched by the 6%
employer contribution rate, with the funds to be
deposited into the individual member's retirement
account.

Allows retired members of the EODC System to
purchase health insurance through the Department of
Administration, however, it excludes them from
receiving the premium subsidy provided by the other
state retirement systems.

Establishes the Elected Officids  Defined
Contribution Retirement System Disability Program
(EODC Disability Program), which provides long-
term disability benefits to members of the EODC
System. The program is administered by the PSPRS
Board of Trustees, and is funded through contribution
rates which are determined in an annual actuaria
valuation. The contribution rate is divided equally
between employer and employee.

Annualy appropriates $5,000,000 from the Genera
Fund to the EORP Fund from FY 2014 through
FY 2043 to supplement the norma cost and to

This appropriation is a continuing appropriation and is exempt from the provisions of A.R.S. 8 35-190, relating to the lapsing of appropriations.
Laws 2013, Chapter 217 appropriated $5,000,000 annually from the General Fund to the EORP Fund from FY 2014 through FY 2043 to supplement the
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amortize the unfunded accrued liability of the now
closed EORP.

8) Requires the PSPRS Board of Trustees to annually
report to the Governor and the Legislature, on or
before December 31 of each year, an analysis of the
23.5% level contribution rate and whether this rate
structure is sufficient to pay the entire unfunded
accrued liability of the now closed EORP.

9) Requires the PSPRS Board of Trustees to annually
report to the Governor and the Legislature, on or
before December 31 of each year, the status of the
EODC System and EODC Disability Program.

Additional Legidlation

CORP Amendments

Laws 2013, Chapter 78 makes various modifications to
CORP. Among other provisions, Chapter 78 makes
changes to disability provisions, clarifies the payment of
survivor benefits to children, modifies the definition of
physician, prohibits retroactive pension and disability
payments more than 180 days before the date of
application, requires local boards to meet at least twice a
year, and prohibits members from accessing money in their
account until receipt of benefits or termination.

EORP Amendments

Laws 2013, Chapter 111 makes various modifications to
the existing EORP. Among other provisions, Chapter 111
clarifies the payment of survivor benefits to children,
modifies the definition of physician, requires death
benefits be paid directly to an eligible child at age 18, and
prohibits members from accessing money in their account
until receipt of benefits or termination.

EORP Court Commissioners

Laws 2013, Chapter 122 alows al Superior Court
commissioners to be members of the existing EORP.
Previoudly, the court commissioners were dligible to be
members of EORP only if the commissioner was enrolled
in EORP before the position became covered under a 218
Agreement with the Federa  Social  Security
Administration (SSA), which provides Social Security and
Medicare coverage to certain employees of state and local
governments.

PSPRS Amendments

Laws 2013, Chapter 203 makes various modifications to
PSPRS. Chapter 203 alows the Board of Trustees, in
order to cover the cost of administering the Cancer
Insurance Program following a year in which no
contributions were received, to use up to 5% of the monies
deposited into the Program Account during the most recent
year when there was a deposit to administer the program.
In addition, Chapter 203 clarifies Group Heath and
Accident Coverage, modifies the definition of physician,

prohibits retroactive pension and disability payments more
than 180 days before the date of application, clarifies the
payment of survivor benefits to children, and prohibits
members from accessing money in their account until
receipt of benefits or termination.

Other |ssues

Membership and Actuarial Data

As of the June 30, 2012 valuation, there were 50,144
active, retired, and Deferred Retirement Option Plan
(DROP) members in the 3 plans administered by PSPRS.
Table 1 shows membership by plan. Members of the
DROP agree to retire at a specified time (within 5 years of
the agreement). During the DROP period, members make
no contributions and their retirement benefits are paid to a
separate account, which provides a lump sum payment to
members at retirement.

Table 1 shows each plan's assets and liabilities. To
calculate the unfunded liability of each plan, actuaries use
a modified amount for asset values to reflect certain plan
assumptions. Table 1 reflects current market values for
assets and not the actuarial value. Table 1 also shows the
contribution rates for PSPRS and CORP in aggregate, as
there is significant contribution rate variation between
individual employers. The employee contribution rate
remains essentially unchanged regardless of individual
employer.
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Tablel
PSPRS Valuation Data
PSPRS CORP EORP
Member ship
June 30, June 30, June 30, June 30, June 30, June 30,
2011 2012 2011 2012 2011 2012
Active (working and contributing) 18,638 18,542 14,565 14,991 845 845
Retired Members and Survivor 9,522 9,802 3,256 3,476 990 992
Beneficiaries
DROP 1,419 1,496 N/A N/A N/A N/A
Funding Status (dollar valuesin millions) ¥
June 30, June 30, June 30, June 30, June 30, June 30,
2011 2012 2011 2012 2011 2012
Market Value of Assets $5,048 $5,075 $1,304 $1,287 $315 $297
Total Actuaria Liability $9,365 $10,326 $2,009 $2,232 $590 $610
Unfunded Actuarial Liability 4 $3,569 $4,274 $542 $719 $224 $254
Funded Status 61.9% 58.6% 73.0% 67.8% 62.1% 58.4%
Aggr egate Contribution Rates
EY 2013%¥  EY 2014% EY 2013¥  EY 2014¥ EY 2013¥  EY 2014¥
Employer 27.18% 30.44% 11.31% 13.68% 20.87% 25.94%
Employee 9.55% 10.35% 8.38% 8.40% 11.50% 13.00%
Total 36.73% 40.79% 19.69% 22.08% 32.37% 38.94%
1/ Represents aggregate information for PSPRS and CORP. These 2 systems consist of separate employer groups. Each group has their own actuarial
status. Asaresult, the funded status may vary for each employer group.
2/  Cdculated on actuarial, not market, value of assets.
3/ Based on June 30, 2011 valuation.
4/  Based on June 30, 2012 valuation.
N/A = Not Applicable
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