CONSOLIDATED RETIREMENT REPORT

Summary

The Consolidated Retirement Report (CRR) provides
financial information on the state’s retirement systems,
including the state cost, contribution rates, and other
related policy and legal issues.

This section includes information on the following:

e FY 2016 Impacts and Total Funding
- Arizona State Retirement System (ASRS)
- Public Safety Personnel Retirement System
(PSPRS) and Corrections Officer Retirement Plan
(CORP)
- Elected Officials’ Retirement Plan (EORP) and Elected
Officials’ Defined Contribution Retirement System
(EODC System)
- University Optional Retirement Plan (UORP)
e 2015 Session Legislation
e Llitigation Issues
- Fields v. Elected Officials’ Retirement Plan
- Hallv. Elected Officials’ Retirement Plan
e Background
- The Different Systems
- Enrollment and Funded Status
- Permanent Benefit Increases
- Actuarial Cost methods — Projected Unit Credit and
Entry Age Normal
- Long-Term Contribution Rate Estimates

FY 2016 Impacts and Total Funding

The General Fund cost associated with all retirement
systems in FY 2016 is $184.3 million and the Total State
Funds cost is $487.9 million.

The employer contribution rate for the retirement
systems may change each year depending on the latest
actuarial valuation. Based on the JLBC January Baseline
estimates, the FY 2016 employer contribution will
increase as follows (Please see Table 1 for the total costs
and see Table 2 for the costs included in the FY 2016
budget):

e Arizona State Retirement System (ASRS) — A General
Fund decrease of $(768,000) and a Total State Funds
decrease of $(3.1) million as a result of a lower FY
2016 ASRS contribution rate. The FY 2016 budget
does not reduce agency budgets to account for these
savings.

e  Public Safety Personnel Retirement System (PSPRS) —
A General Fund increase of $4.4 million and Total
State Funds increase of $18.0 million. The FY 2016
budget adds $4.2 million General Fund and $13.8
million Other Appropriated Funds to cover the
contribution rate increase for the Department of
Public Safety (DPS). The FY 2016 budget does not
provide additional appropriated funding for non-DPS
PSPRS agencies. Some of the remaining $4.3 million
in retirement costs may be covered by agencies’ non-
appropriated funding sources.

e Corrections Officer Retirement Plan (CORP) — A
General Fund increase of $15.7 million and Total
State Funds increase of $15.9 million. The FY 2016
budget adds $13.5 million General Fund/Other
Appropriated Funds to cover the contribution rate
increase for the Arizona Department of Corrections
(ADC). This lower funding level is based on an
Executive Branch cost estimate.

e Elected Officials’ Retirement Plan (EORP) and the
Elected Officials’ Defined Contribution Retirement
System (EODC System) — Because elected officials’
contribution rates are fixed in statute, there is no
change in the FY 2016 employer contribution rate.

Table 1
Arizona Public Retirement FY 2016 System Employer Cost
FY 2016 Change 1/ FY 2016 Total Cost 2/
General Fund  All Other Funds 3/ Total General Fund  All Other Funds 3/ Total

Arizona State Retirement System S (767,700) $ (2,362,700) $ (3,130,400) S 67,738,400 $ 208,462,300 $ 276,200,700
Public Safety Personnel Ret. System 4/ 4,368,000 13,620,300 17,988,300 20,642,200 63,643,100 84,285,300
Corrections Officer Ret. Plan 4/ 15,664,600 219,800 15,884,400 69,466,900 930,500 70,397,400
Elected Officials' Retirement Plan - - - 7,955,100 109,900 8,065,000
University Optional Retirement Plan - - - 18,486,000 30,434,100 48,920,100

Grand Total $ 19,264,900 $

Table 2 for more details.)

3/ Includes both Other Appropriated Funds and Non-Appropriated Funds.

11,477,400 $ 30,742,300
1/ Represents the cost of the change in the employer contribution rate increase for all state agencies. The budget funds only the rate increases for DPS and ADC. (Please see
2/ Represents the JLBC estimate of the total cost of the system and does not reflect FY 2016 change in Personal Services costs.

4/ Only addresses the Fields ruling on restoring current retiree Permanent Benefit Increase (PBI).

$ 184,288,600 $ 303,579,900 $ 487,868,500
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e University Optional Retirement System (UORP) —
Since the employer contribution rate is fixed at 7%,
there is no change in the FY 2016 employer
contribution rate.

Table 2

FY 2016 Budgeted Employer Cost Change

Public Safety Personnel Ret. System 1/

General Fund 4,246,300
Other Appropriated Funds 9,575,500
Subtotal $ 13,821,800
Corrections Officer Ret. Plan 2/
General Fund 13,535,700
Other Appropriated Funds 6,800
Subtotal $ 13,542,500
Total
General Fund 17,782,000
All Other Appropriated Funds 9,582,300
Grand Total S 27,364,300

1/ The FY 2016 budget provides added funding to cover the full
contribution rate increase for the Department of Public Safety
(DPS). All other non-DPS PSPRS agencies will have to absorb this
cost within their existing budgets.

2/ The FY 2016 budget provides added funding to cover the full
contribution rate increase for the Arizona Department of
Corrections (ADC). All other non-ADC CORP agencies will have to
absorb this cost within their existing budgets.

The following sections discuss FY 2016 contribution rates
for the state’s retirement systems and the fiscal impacts
associated with those rates. Newly-enacted laws and
other policy and legal issues that affect the state’s
retirement systems are discussed at the end of the CRR.

ASRS

The General Fund cost associated with ASRS in FY 2016 is
estimated to be $67.7 million and the Total State Funds
cost is $276.2 million.

At its December 2015 meeting, the ASRS Board of
Trustees reduced the system’s employer contribution rate
by (0.13)%, from 11.48% of Personal Services in FY 2015
to 11.35% in FY 2016, which will reduce the General Fund
cost by $(768,000) and the total state cost by $(3.1)
million in FY 2016. The FY 2016 budget does not reduce
agency budgets for these savings. In addition, ASRS sets a
separate rate for disability insurance. ASRS employers
and employees each pay 0.12%, which remains
unchanged from FY 2015. (Please see Table 3 for
historical ASRS contribution rates, excluding disability.)
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ASRS states that contribution rates fell primarily because
excess investment returns contributed to further
improvement of the system’s funded status from 76% to
77%. Other key factors include the growth in aggregate
payroll (which provides additional funding to amortize the
existing unfunded liability) and a reduction in future
pension costs due to changes in pension benefits.
Additionally, ASRS was unaffected by the court decision in
Fields v. Elected Officials’ Retirement Plan, which is the
primary driver behind the contribution rate increases in
PSPRS and CORP.

(Please see Table 5 for reasons behind contribution rate
changes and Fields v. Elected Officials’ Retirement Plan
section for more information on the case.)

Table 3
ASRS Contribution Rates
(Excludes Disability)

Fiscal Year Rate 1/ Fiscal Year Rate 1/
FY 1983 7.00 FY 2000 2.17
FY 1984 7.00 FY 2001 2.17
FY 1985 6.27 FY 2002 2.00
FY 1986 5.67 FY 2003 2.00
FY 1987 5.53 FY 2004 5.20
FY 1988 4.00 FY 2005 5.20
FY1989 2/ 4.78 FY 2006 6.90
FY1990 2/ 1.29 FY 2007 8.60
Fy1991 2/ 3.37 FY 2008 9.10
Fy1992 2/ 3.17 FY 2009 8.95
FY1993 2/ 3.10 FY 2010 9.00
FY1994 2/ 2.65 FY 2011 9.60
FY1995 2/ 3.26 FY 2012 10.50
FY 1996 3.36 FY 2013 10.90
FY 1997 3.20 FY 2014 11.30
FY 1998 3.05 FY 2015 11.48
FY 1999 2.85 FY 2016 11.35
1/ As a percent of salary, employee and employer each pay this

rate except for FY 2012, when employers paid 9.87% and

employees 11.13%. This non-50/50 split was repealed by Laws

2012, Chapter 304, which refunded excess contributions to

employees.
2/ Long Term Disability not broken out of the contribution rate

from FY 1989 - FY 1995. Rates for these years reflect amounts

estimated to be attributable solely to retirement component.

PSPRS and CORP

The General Fund cost associated with PSPRS in FY 2016 is
estimated to be $20.6 million and the Total State Funds
cost is $84.3 million. In addition, the General Fund cost
associated with CORP is $69.5 million in FY 2016 and the
Total State Funds cost is $70.4 million.



As a result of the court decision in Fields v. Elected
Officials’ Retirement Plan that overturned portions of the
2011 pension changes (Laws 2011, Chapter 357), the
projected FY 2016 employer contribution rates for PSPRS
and CORP will increase significantly. The Permanent
Benefit Increase (PBI) reinstituted by Fields is responsible
for 7.17% of the total 8.83% increase in PSPRS. CORP also
experienced similar effects.

To diminish the immediate fiscal impact of the projected
contribution rate increases in PSPRS and CORP, the PSPRS
Board of Trustees has adopted a policy allowing
employers to choose to pay the full contribution amount
immediately (which includes the impact of the Fields
ruling) or a reduced rate that gradually increases to the
actuarial rate by FY 2018. The Executive Branch expects
state agencies will pay the full rate immediately.

PSPRS — The retirement system consists of numerous state
and local subgroups, each with its own contribution rate (see
Table 4). The aggregate employer rate would increase from
32.54% to 41.37%, or by 8.83%, if all subgroups used the full
rather than the reduced contribution. Compared to
employers, the aggregate employee contribution rate
increases by 0.60% in FY 2016 — from 11.05% to 11.65%. In
addition, only employers pay 0.25% for supplemental
disability insurance, unchanged from FY 2015.

Table 4
PSPRS/CORP Employer Group Retirement Rates
(Excludes Supplemental Disability)

Employer Employee
FY 2016
Retirement System FY 2015 (FullRate) FY2016 1/

Public Safety Personnel Ret. System
Liquor License Investigators 51.10 69.19 11.65
Department of Public Safety 2/ 62.81 81.00 6.65
Northern Arizona University Police 38.79 48.83 11.65
University of Arizona Police 27.79 33.86 11.65
Arizona State University Police 29.75 35.31 11.65
Game and Fish Department 66.78 88.56 11.65
Attorney General Investigators 105.19 70.46 11.65
DEMA Firefighters 23.39 31.34 11.65
Parks Police 32.90 42.85 11.65
Corrections Officer Ret. Plan
Corrections Officer - ADC 14.47 18.54 8.41
Corrections Officer - DIC 17.00 22.95 8.41
DPS Dispatchers 3/ 13.92 17.62 7.96
Probation Officers 16.20 19.95 8.41

1/ The Corrections Officer Retirement Plan employee contributions are
unchanged from FY 2015. The Public Safety Personnel Retirement Plan
employee contributions increased from 11.05% (6.05% for DPS).

2/ The displayed rates reflect that 5% of the DPS member contribution is
paid by the state.

3/ Dispatchers hired after November 24, 2009 are ASRS members.
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CORP — As with PSPRS, CORP consists of subgroups. The
FY 2016 CORP aggregate rate is 18.21%, an increase of
3.75% from FY 2015. The employee contribution rate
remains flat at 8.40%. CORP employers also pay 0.25% for
supplemental disability insurance.

(Please see Table 1 for the state costs of contribution rate
increases, Table 5 for reasons for change in the
contribution rates by system.)

EORP and EODC System

The General Fund cost associated with EORP in FY 2016 is
estimated to be $8.0 million and the Total State Funds
cost is $8.1 million. These amounts exclude court fees
used to offset the cost of the system, as those fees are
now deposited directly into the EORP Trust Fund.

As part of closing EORP and establishing the Elected
Officials’ Defined Contribution Retirement System (EODC
System), A.R.S. § 38-810 established a fixed employer
contribution rate of 23.5% for members of both systems,
effective January 1, 2014. The employer contribution rate
for EORP members goes entirely to the EORP Fund
whereas only 17.5% of the EODC System employer
contribution rate goes to the EORP Fund. The remaining
6% of the EODC System contribution rate is deposited into
the individual employees’ retirement investment account.

The $8.0 million General Fund cost consists of both
employer contribution rates and an annual General Fund
deposit. The fixed 23.5% EORP and EODC System
employer contributions to the EORP Fund are scheduled
to continue until FY 2044. The $5 million annual General
Fund deposit into the EORP Fund is scheduled to continue
until FY 2043.

Given fixed contributions, employer costs will not increase
in FY 2016.

EORP Funding Options

These current contributions and deposit amounts do not
account for the increase in EORP’s total actuarial liability
following the outcome of Fields. Plan actuaries estimate
that given current funding levels, the closed EORP will
have sufficient monies to pay member benefits for the
next 20 years.

The FY 2016 budget did not enact changes to address the
EORP funding shortfall. Given the impact of investment
returns and other litigation, the funded status will likely
change again in the short term.

To extend the availability of benefits, the plan actuaries
earlier provided 4 possible 30-year funding options for
EORP. (Please see the FY 2016 JLBC Baseline for further
details of these options.)



UORP
The General Fund cost associated with University Optional
Retirement Plan (UORP) in FY 2016 is estimated to be
$18.5 million and the Total State Funds cost is $48.9
million.

While some university employees are members of ASRS,
others participate in the optional retirement plan. In this
latter plan, employees and their employers each
contribute 7% of the employee’s gross earnings, which is
then invested by the employee. These contribution rates
are fixed in statute and do not change in FY 2016.

2015 Session Legislation

The retirement systems were affected by numerous
enactments in the 2015 Regular Session.

The FY 2016 Budget Procedures Budget Reconciliation Bill
(BRB) (Laws 2015, Chapter 11) requires annual budget
requests for all departments to specify the amount of FTE
Positions and expenditures by retirement system and
fund source. Additionally, the JLBC Staff is required
annually to report on an annual retirement expenses
budget by January 31 of each year, delineating the state’s
spending for the employer contribution.

Retirement costs are currently funded within department
operating budgets or line items. They are not separately
delineated. Chapter 11 will facilitate the annual JLBC
report by requiring agencies to include the relevant
information in their budget requests.

ASRS
Community Colleges; Optional Retirement Plans
Laws 2015, Chapter 36 requires existing contributions of a
retired ASRS member to remain in ASRS if the retired
member becomes employed by a community college
district and elects to participate in that district’s optional
retirement program.

Health Insurance Benefits

Laws 2015, Chapter 37 makes technical changes to ASRS’s
health insurance/accident premium benefit program to
conform to federal Internal Revenue Service rules. If a
member who is eligible for the health insurance/accident
premium benefits forfeits the interest in the member’s
account before the termination of the plan, then that
interest is to be applied as soon as possible to reduce
employer contributions to fund benefits.

ASRS; Purchase of Credited Service

Laws 2011, Chapter 357 originally limited all members of
ASRS from purchasing more than 5 years of additional
ASRS service credit based on the years of prior service in
other non-ASRS public service positions, military service,
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or a leave of absence. Prior to Chapter 357, there was no
limit on ASRS service credit that could be purchased.

In May 2014, the Arizona Court of Appeals ruled in
Pendergast v. Arizona State Retirement System that the
state could not apply Chapter 357 to members of ASRS
with membership dates that preceded the enactment of
Chapter 357.

Laws 2015, Chapter 38 codifies the Court’s decision by
removing the 5-year cap on service credit purchases for
ASRS members whose membership date started before
July 20, 2011 and requires ASRS members whose
membership date is on or after July 1, 2010 to have at
least 5 years of service in ASRS before purchasing prior
service.

ASRS; Actuarial Cost Method

Laws 2015, Chapter 65 allows the ASRS Board of Trustees
to determine the actuarial cost method to use in valuation
and contributions calculations and expands the annual
employer contributions report to include information on
ASRS’s funded status and investment returns. (Please see
Actuarial Cost Methods - EAC/PUC for more information.)

ASRS; Participation Opt Out

Laws 2015, Chapter 148 makes permanent an option for
an employee hired by an ASRS participating employer to
not participate in ASRS. The employee must be at least 65
years old and not an active, inactive, retired, or disabled
ASRS member. Eligible employees must notify ASRS
within 30 days of employment.

ASRS reports that the Chapter 148 would have a minimal
effect on the contribution rate based on the number of
employees who elected not to participate between 2012
and 2014. The normal cost for a new member who is 65
years of age or older is more than the average normal
cost, so without those older members in the system, the
result is a slightly reduced contribution rate.

ASRS; Disability Program

Laws 2015, Chapter 174 removes the word “total” from
the description of an ASRS member’s disability for the
purposes of being considered eligible for LTD benefits but
does not change any eligibility criteria.

Iu

ASRS; Rules

Laws 2015, Chapter 175 permits ASRS members to have
access to account information in both electronic and
written form.



PSPRS/CORP/EQRP

Health Insurance Benefits

Laws 2015, Chapters 62, 63 and 64 make technical
changes to PSPRS, CORP, and EORP’s health
insurance/accident premium benefit program to conform
to federal Internal Revenue Service rules. If a member
who is eligible for the health insurance/accident premium
benefits forfeits the interest in the member’s account
before the termination of the plan, then that interest is to
be applied as soon as possible to reduce employer
contributions to fund benefits.

Litigation Issues

Two recent court cases have a significant impact on
PSPRS, CORP, and EORP.

Fields v. Elected Officials’ Retirement Plan

Laws 2011, Chapter 357 made numerous changes to these
systems. Among these changes were reducing permanent
benefit increases (PBIs) and increasing employee contribution
rates. (Please see the Background section for more discussion
of PBIs.)

The Arizona Supreme Court, however, ruled in Fields v.
Elected Officials’ Retirement Plan that the reduction of
PBIs for current retirees violated Article 29 of the Arizona
Constitution, which specifies that “public retirement
system benefits shall not be diminished or impaired.”
This ruling also applied to PSPRS and CORP retirees.

PSPRS staff estimates that the Fields ruling has increased
unfunded liabilities for all systems by $1.8 billion. (Please
see Table 5 below for the impact on annual contribution
rate.) The increased liabilities in PSPRS and CORP would
be paid off over a fixed period of 22 years through an
increase in employer contribution rates. When the EORP

Table 5

Reasons for Change in the Employer Contribution Rate 1/

ASRS PSPRS CORP
FY 2015 Contribution 11.60% 32.54% 14.46%
Rate
Permanent Benefit 0.00% 7.17% 3.47%
Increase Effect
Asset (Gain)/Loss (0.13)% 1.30% 0.62%
Other 0.00% 0.36% (0.34)%
FY 2016 Contribution 11.47% 41.37% 18.21%
Rate
Net Change (0.13)% 8.83% 3.75%

1/ Represents aggregate information for PSPRS and CORP. These
2 systems consist of separate employer groups. Each group
has its own actuarial status. As a result, the contribution rates
may vary for each employer group.
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was closed, the fixed General Fund deposit and
contribution rate assumed unfunded liabilities would be
paid off by 2044. Because of the increased liabilities in
EORP, those amounts may need to be adjusted to account
for the fiscal impact of the Fields ruling.

Hall v. Elected Officials’ Retirement Plan

In addition to Fields, there is other ongoing litigation
challenging provisions of Chapter 357, which may result in
more costs to non-ASRS pension systems. Among other
issues, the plaintiffs in Hall vs. The Elected Officials’
Retirement Plan are litigating the increased contribution
rates for members who were active prior to the
enactment of Chapter 357. Chapter 357 raised the
contribution rates for active members of CORP, EORP, and
PSPRS. In EORP (the defendant in the Hall case), the
contribution rate gradually increased each year from 7%
in FY 2011 to 13% in FY 2015. The pre-Chapter 357
employee contribution rates (7%) were fixed in statute.
The plaintiffs argued that those statutory rates reflected a
contractual agreement that could not be modified
without employee consent.

Because the Fields decision regarding PBIs only applies to
current retirees, the plaintiffs in Hall, who are current
employees, are also challenging the Chapter 357 PBI
structure. The plaintiffs argue that as active members of
EORP prior to the enactment of Chapter 357, their
benefits may not be “diminished or impaired.” |If the
plaintiffs prevail in Hall, the additional fiscal impact of the
court case would be lower in today’s dollars than Fields,
mainly because the ruling would reinstate PBIs for some
active members who will not retire for many years. PSPRS
staff reports that if EORP loses the Hall case, then the case
would likely apply to all PSPRS systems (PSPRS/CORP/EORP).
PSPRS staff estimates that an adverse ruling in the Hall case
would increase unfunded liabilities for all systems by $1.3
billion. This additional liability would result in increased
employer contribution rates in the fiscal year following
the court decision.

In July 2013, the Maricopa County Superior Court ruled
against EORP and decided that Chapter 357 applies only
to members of EORP who joined the system after the
enactment of Chapter 357. The ruling effectively blocks
PBI changes from being applied to active members hired
before Chapter 357. The ruling was appealed to the
Arizona Court of Appeals in March 2015. If appellate
courts uphold this ruling, then more active members in
other systems (PSPRS and CORP) may also not be subject
to Chapter 357.



| Background

The Different Systems
Most public employers in Arizona use 2 retirement
systems: ASRS and PSPRS.

e ASRS provides retirement, survivors, health, and
disability benefits to employees of most public
employers, including public schools, most local and
county governments, and the State of Arizona.

e PSPRS provides similar benefits to public employees
who work in a public safety capacity, such as law
enforcement officials and firefighters.

e |n addition, PSPRS staff administers CORP and EORP,
which provide the same benefits as PSPRS to
specified populations at the state and local levels.
The EORP is now closed to new enrollees. Elected
officials who are elected after January 1, 2014, will be
enrolled in the EODC System.

Some university employees are eligible to choose
between ASRS or UORP. Unlike ASRS, UORP is a defined
contribution plan where the employee and employer each
contribute 7% of gross earnings, which is then invested by
the employee. The retirement benefits depend on the
performance of those chosen investments.

Enrollment and Funded Status

As of June 30, 2014, there were 599,370 active, retired,
and Deferred Retirement Option Plan (DROP) members
enrolled. Most employees (91%) are enrolled in ASRS.
(Please see Table 8 for more information.)

Table 8 also 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 8 reflects current market values for
assets and not the actuarial value. The funded status, or
the amount of actuarial assets relative to the amount
liabilities, of each plan is:

e 76.9% for ASRS;
e 57.3% for CORP;
e 49.2% for PSPRS; and
e 39.4% for EORP.

Permanent Benefit Increases

PBIs are increases to a retiree’s base benefit. They are
dependent on pension performance and a number of
other factors. PBls are not tied to a cost of living index.

The Fields ruling reinstituted the pre-Chapter 357 PBI
mechanism, which requires that whenever the annual
investment earnings from the fund exceed 9.0%, then half
of those annual excess earnings are transferred to a PBI

411

reserve account. The ruling applied to any individuals
retiring prior to the enactment of Chapter 357. This
transfer is not affected by the system’s overall funded
status.

PSPRS actuaries then determine the present value of the
reserve account and the monthly benefit increase that the
account balance can fund. The annual PBI is then
provided in that amount up to a 4% increase. If after a 4%
increase monies remain in the reserve account, then
those monies would be available for the following year’s
PBI calculation.

Chapter 357 modifies the PBI structure for PSPRS, CORP,
and EORP for members hired after the enactment of
Chapter 357. This law allows for a PBI only if the fund has
annual investment earnings in excess of 10.5% and the
overall funded status is at least 60%. The amount of the
PBI would be between 2% and 4%, depending on the
funded status of the plan. Chapter 357 would have
limited the PBI to the amount of earnings in the fund that
exceed 10.5%. Any excess earning amount that was not
used for a PBI in a given year would revert back to the
fund balance instead of remaining in a separate account.

Actuarial Cost Methods — PUC/EAN

Pension actuaries use the plan’s benefit formula to
determine the normal cost of a member. The normal cost
is the value of the member’s benefit under the plan’s
formula that accrues each valuation year. The
accumulation of the normal cost is called the actuarial
accrued liability (AAL). If the AAL is more than the
actuarial value of pension assets, then the difference is
the unfunded actuarial accrued liability (UAAL).

Pension actuaries use a cost method to allocate both the
cost associated with AAL and UAAL over a set period of
time. This allocation determines the level of contribution
rates employers and employees will pay to ensure that
the pension has enough assets over time to cover
member benefits.

A.R.S. § 38-711 and A.R.S. § 38-737 had required ASRS to
use an actuarial cost method called the Projected Unit
Credit Method (PUC) to calculate the contribution rate.
Under PUC, the normal cost of an ASRS member is a low
percentage of that member’s pay at the beginning of
membership and gradually increases every year as the
member ages and accrues years of service. The longer a
member works and/or the older the member is, the
greater the normal cost will be.

The revised GASB standards require pensions to report
liabilities using a different actuarial cost method: the
Entry Age Normal Actuarial Cost Method (EAN). GASB
standards do not require pension plans to fund pensions



using this method. Under EAN, actuaries project the
value of a member’s benefit between the entry age into
the pension and exit age and set a fixed percentage of
that member’s pay to fund the required contribution.

The key difference between PUC and EAN is that EAN fixes
the normal cost over the duration of a member’s tenure
so that the same percentage of payroll is required in every
year of employment. PUC allocates the normal cost in a
pro-rata fashion: the closer a member gets to the
assumed exit age, the greater the normal cost. In the
early years of a member’s career, the normal cost is
higher under EAN than PUC; however, in the later years,
the normal cost under PUC is higher than EAN.

Under both methods, the same amount of money is
required to fund the normal cost. EAN funds more of the
normal cost of a member in the early part of the
member’s career whereas PUC funds the normal cost
later. EAN also stabilizes the contribution rate by setting
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it at a fixed percentage of a member’s pay whereas PUC
increases that share over time.

Chapter 65 would allow the Board of Trustees to convert
ASRS’s contribution calculation method to EAN. If ASRS
uses EAN, the funded status would decline because more
normal cost is added to a member’s prior service;
however, increased liability would be offset by lower
normal costs in the future, resulting in a contribution rate
reduction of approximately (0.5)%.

Long-Term Contribution Rate Estimates

The FY 2015 Budget Procedures BRB (Laws 2014, Chapter
14) requires PSPRS to annually report on estimated
contribution rates for the next 10 fiscal years. These
estimates are required to include both aggregate rates for
PSPRS and CORP, in addition to rates for each state
employer group within those systems. (Please see Table 7
for more information.)



"%/ 1€ S91keJ uolINglIIuod 9aAojdws pue JaAojdwa ayl sax1) 8Z9T-ST § 'SH'V /9

‘pPuN4 d¥Y03 9y3 03 pied s1 %5/ T Sujulewal 3yl pue JunodIe JaquawW Y3 03 UOIINGIIIU0I J3A0|dwS ue se walsAs uoiNgIIIU0d paulap 3yl Ag paulelal sl %9 ‘siaquisw walsAS D03
J0J 914 UOIINQLIIUOD 33 JO 'YTOT ‘T AMenuer uedaq 1eyl %S5 €7 JO siaquiaw WalsAS DA03 pue d¥03 404 21ed uoingliluod JaAojdwa paxiy e paysljqelss LTz 491dey)d ‘€Tog smel /S
(%S0 ! 91eJ 181 ‘9TOT A4 ut) ddueInsul Ayljigesip wual uo)
|eruswalddns yum paleldosse ajed uoiingluod ay) apnjaxa paAe|dsip sales uoiingliiuod sahojdwa ayy ‘Ajjeuonippy (%52 0 Ajlorewixosdde) JesA yoes ul [ewiuiw aq 03 paldadxa
S| “J9ADMOY ‘JUNoWe SIY| ‘dY0D PUE SIS Ul Y1|eay 23.1394 YUM P1eldosse 91k UOIINGLIIU0D 3yl apn|daxa §TOZ A4 PUe LT0T A4 S4eaA Joy pake|dsip saied uoinguiuod JaAojdwa syl /v
('sdnoub 4ahojdwa a1p1s [pnpinipul J0f 7 3|qp ] 33s aspa|d) "dnoud saAojdwa yoes 4oy Asea Aew sa1es uoIINQLIIUOD
3Y1 ‘InsaJ e Sy ‘snieis |eliende umo si sey dnous yoe3 ‘sdnoud ssAojdws aiesedss Jo 15ISU0D SWa1sAs Z asay| “paredald3e aue 440D pue SYdSd 404 Se1ed uoingLluod ayy /€
‘aaAo|dws pue usAojdwa syl usamiaqg Ajuans 11|ds s yaiym ‘Anjigesip waal Suo| Jo) 314 UOIINGIIIUOD BY1 SIPN|DUI JESA Ydes JOJ 9184 UOIINGLIIUOD SYSY Yl /T
Jond

,SJedA Z wouy e1eP UOIIEN|BA B} UO paseq S| 33l S,Jeak Yoe3 'SYdSd pue d¥y0D 404 uondo ui-aseyd ay3 109} 10U S0P puUe d3eJ UOIINGLIIUOD 9TOZ A4 [N} dY3 S1udsaldau ajqer siyl /T

%t €S %S9'TT %LLTY %TS'€ES %S9°TT %98°Tv %C0°€S %S9°TT %LETY %65 €V %S0°'TT %S CE /¥/€ SddSd
%00°'vT %00°L %00°L %00°'vT %00°L %00°L %00°'vT %00°L %00°L %00°'vT %00°L %00°L /9 d¥on
%0071 %00°8 %009 %00°VT %00°8 %009 %00°VT %008 %009 %00°VT %00°8 %009 /S2ao03
%05°9€ %00°€T %0S°€EC %05°9€ %00°€T %05°€C %05°9€ %00°€T %05°€¢ %05°9€ %00°€T %0S°€EC /S d403
%CE9T %078 %C6°LT %95°9¢C %078 %91°81 %19°9¢ %07'8 %181 %98°CC %078 %9V 1 /7/€ d402
%8€°CC %6T'TT %6T'TT %0L°CC %SETT %SETT %V6°CC %LV'TT %LV'TT %0C°€C %09°'TT %09°TT /T SHSY
|e101 29Ao|dw3 JsAojdw3 |eyol 29Ao|dw3 Jshojdw3 |eyol 99Aojdw3 JusAojdwy |e101 99Ao|dw3 Jshojdw3
8T0C Ad LT0Z A4 9T0Z Ad STOZ Ad

/T eleq 31y uoiNqLIIU0) WISAS JUBWIINAY d1|gnd BUOZIY

93|qeL

413



(%S0 S! @14 18Y1 ‘9T 0T A4 ul) @2ueansul Ayjjigesip wual Suo| [ejuswa|ddns Yiim paleldosse aled uolingliluod ayl sapn|axa sieaA ||e Joj paAe|dsip 91es uolinguiuod jsAojdws ayy /€

(%S2°0 Ajo1ewixoidde) Jeah yoea ul jlewiuiw
9Q 01 pa12adxa S| 4J9ASMOY ‘AUNOWE SIYL "dYOD PUB SYJS Ul Y1|eay 9341194 YlM paleldosse 91l UoIINGIIIU0D Y] Sapnjoxe SZ0T A4 YSnoayl £T0Z A4 sieaA oy pahe|dsip a1ed uoiingliuod JsAojdwsa syl /7
‘99Ao|dwsa pue JsAojdws sy usamiaq Ajuana 1|ds s1 yaiym ‘Alljigesip waal 3uo| Joj d1e4 UOIINGIIIUOD BY] SaPN|JUl JeaA Yyoes J0j 91ed UoIINgIIIU0D SYSY 3yl /T

%0S°9E  %09'9€  %0S'9€  %0S'9E  %0S9€  %0S'9€  %0S'9E  %0S9€  %0S'9€ %0S'9E  %0S'9€  %0S'9€  %LETE %IV'6C %ev've %ST'TC
%00°€T  %00°€T  %00°ET  %00°€ET  %O00°€ET  %O00°E€ET  %00°ET  %O0'ET  %O0°ET  %00°ET  %O0'€ET  %O0°E€ET  %0S'TT  %O0S'TT  %00°L %00°L
%0S°€C %0S'€EC  %OS'EC  %0S'€EC  %OS'EC  %0S'€EC  %BOS'EC  %OS'EC  %OS'EC  %OS'EC  %OS'E€EC  %BOS'EC  %L80C %96'LT  %CV'LT  %SCVT
%LTUST  BLE'ST  %8V'ST  %09'ST  %IB'ST  %S0°9C  %ET'9C  %CEIT  %IS'9C  %II'9C  %98'CC  %80°CC  %IL'6T  %06°'LT  %L6°9T  %68°ST
%0v7'8 %0v'8 %078 %07'8 %07'8 %07'8 %0v7'8 %078 %078 %07'8 %07'8 %07'8 %07°8 %078 %078 %07'8
%L89T  %L6'9T  %80°LT  %0CLT  %IVLT  %S9'LT  %ELLT  %C6'LT  %IT8T  %IC8T  %OV'VT  %8I'€ET  %IETT  %0S'6 %LS'8 %6V°L
%EICS  WBL'TS  %06°CS  %B6'CS  W6T'ES  %SV'ES  %SE'ES  WIV'ES  %IS'ES HCO'ES W6SEV  %6LOV  %ELIE  KEE'TE  %VS'8C  %IV'8C
%S9 TT  %S9'TT  %S9'TT  %S9TT  %SO'TT  %S9'TT  %S9TT  %SO'TT  %S9'TT  %S9TT  %SO'IT  %SEOT  %SS'6 %598 %59°L %S99°L
%86°07 %ET'IV  %STTY  %EETY  %VS'IV  %08'TV  %0L'Tv  %LLTY  %98'TV  %LETY  %VS'CE  %WV'0E  %8T'LT  %8ITCC  %680C  %LL 0T
%CT'8T  %6C'8T  %OT'6T %8BL'6T  %LBOC  %60°CC %VT'TL %B8ETCCL %OLTT %V6'TC %OT'EC  %B0°EC  %BTL'TC  %8V'IC  %OL'6T  %08°8T
%90°6 %S1°6 %596 %686 %P7’ 0T  %SO'TT  %CT'TT  %6T'TT  %SETT  %LV'IT  %09'TT  %VS'IT  %VI'TT  %VLOT  %S8'6 %07°'6
%90°6 %ST'6 %556 %686 %P7 0T  %SO'TT  %CT'TT  %6T'TT  %SETT  %LV'IT  %09'TT  %PS'TT  %YT'IT  %VLO0T  %S8'6 %076
SCOCAd  VCOCAd €COCAd <CCOCAd TCOCAd 0COCAd 6T0CAd 8TOCAd LTOCAd 9T0CAd STOCAd VPTOCAd €TOCAd  CTOCAd TTOCAd  OTOC Ad

(21eY |In4) €lEQ PUBLL PUE [EILOISIH dIEY UOIINGLIUOD) WIISAS JUSWAINLY Jl|qnd BUOZUY

|erol

EETNG][e[VIE|

J9hojdw3
ddo3

|erol

99Aojdw3

/€/C 19hojdwi3
dd0d

|eloL

EETNG][e [V

/€/T 19hojdwi]
Sddsd

/TleloL
EETNG][e[VIE|
J9hojdw3

SUSsv

L3lqeL

414



'S19SSE JO aNn|eA ‘193Jew 10U ‘[elien1oe uo palejndje) /¢
*dnoug saAo|dwa yoes Joj Auen

Aew sniejs papunj ayl ‘4nsaJl e sy 'snieils [elien)oe umo syl sey dnoua3 yoe3 'sdnous JaAojdws a1eledas Jo 151SU0D SwaISAS ¢ 83yl "dHOD pue SHdSd 40} uolew.ojul a1e3a.33e syuasalday /7
'SJ9CWaW dAI10E UOIIBINPS J3Y10 pue uolieanpa Jaysiy ‘uolsiaipgns |eaiijod ‘Aunoa ‘A1d sepnpu| /T

%¥'6€
€815
96.%
17453

%S9 %ELS
(VA4 9Z1'TS$
129% 8€9'C$
€6¢S L6V'TS

%L'69 %T 6V
£19% v12'9$
LETTS €€TTTS
TEETS 9£6'SS

%L°8S
6SEVS
vrS0TS
90£'s$

¥T0Z "0€ dunr

Sv0‘z
/N

€50T
671
6c/
1424
V8
yToz Ad

dd03

€T0C '0€ dunf ¥T0Z "0€ dunr

950C TLE0T
/N /N
LSOT 060V
091 £89'T
(444 968°S
LIT 6698
6€8 S6SVT
E€T0C A1 yToz Ad

dd0d

€T0C ‘o€ aunf ¥T0Z "0€ dunr

€58°61 TLTTE
/N 655T
018°€ ¥2S°01
€9Y'T €99°T
v6L‘S 8LTLT
98/°8 8YET
085SV 9¢5'8T

€T0C Ad vT0C A4

€T0C ‘0g aunf

6ST0T
W't
99T/T
02T
9¢v’8T
€T0C Ad

SddSd

%6'9L %6'SL /€ sn1eis papuny
¥06°6$ 196'6S /€ Aljiger |elien1oy papunjun
978'tYs L6E'TYS Aujiger |euenioy [el0]
6STSES 662°0€S S195SY JO anjeA 19MJeN
pvToz ‘'ocdunf  €TOT "0€ dunr
/T (suoljjiw ui sanjen sejjop) snieis Suipuny
18L'vvS 979'9€S |eyol
V/N V/N ue|d uondQ uawWaJIIRY pallaad
salelolyauUag
SGT'9TT 5/8°0CT JOAIAINS pUEB SIBQWIBIAl PR413dY
STE'STT 8S0°€TT aAoeU|
YL 9T 9Tr/LLT [T SIaqUIBIN dA1IDY 43410
/5V°9C 192°5C SIaqUIBIN 311Dy 31DIS
T02'€0T €6970C (8unnqguiauod pue guppom) aAROY
Y102 Ad €T0C Ad

diyssaquiay
SYSY

0€ aunr Jo se ejeq uollenjep WaisAs JuUawWaINRY d1jgnd BUOZLY

g alqeL

415




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.7
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


