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RESOLUTION 2025-03

PENSION FUNDING POLICY

A RESOLUTION OF THE SANTA RITA FIRE DISTRICT ADOPTING A PENSION
FUNDING POLICY, PURSUANT TO A.R.S. 38-863.01:

WHEREAS, pursuant to A.RS. 38-863.01, public entities which participate in the Public
Safety Personnel Retirement System (PSPRS) must adopt a pension funding policy
addressing funding for employees who were hired before July 1, 2017, and

WHEREAS, staff has developed an updated policy which clearly communicates the
District Governing Board's funding objectives and its commitment to its employees and the
sound financial management of the Santa Rita Fire District, attached hereto and incorporated
herein by this reference, and

WHEREAS, the Governing Board has reviewed the attached policy, and finds that
adopting it is in the best interest of the District and its residents.

NOW,THEREFORE, BE IT RESOLVED bythe Governing Board ofthe Santa Rita Fire
District that the Board herby adopts the policy attached hereto.

BE IT FURTHER RESOLVED that the District officers and staff are hereby authorized
and directed to take all steps, necessary and proper, to implement the policy.

PASSED AND ADOPTED AT A DULY NOTICED MEETING OF THE FIRE BOARD OF SANTA
RITA FIRE DISTRICT HELD THIS 28™ DAY OF May 2025 BY AVOTE OF _3 _ AYES AND
Q0 NAYES.
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Tom Allen, Chairman Date
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ATTESTED TO:
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Nancy Schuster, Board Clerk Date
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Santa Rita Fire District
Public Safety Personnel Retirement System
Pension Funding Policy

The intent of this policy is to clearly communicate the Fire Board's pension funding
objectives and its commitment to our employees and the sound financial management of

the Santa Rita Fire District and to comply with statutory requirements of Laws 2018,
Chapter 112.

Several terms are used throughout this policy:

Unfunded Actuarial Accrued Liability (UAAL) — Is the difference between trust assets
and the estimated future cost of pensions earned by employees. This UAAL results from
actual results (interest earnings, member mortality, disability rates, etc.) being different
from the assumptions used in previous actuarial valuations.

Annual Required Contribution (ARC) — Is the annual amount required to pay into the
pension funds, as determined through annual actuarial valuations. It is comprised of two
primary components: normal pension cost — which is the estimated cost of pension
benefits earned by employees in the current year; and, amortization of UAAL — which is
the cost needed to cover the unfunded portion of pensions earned by employees in
previous years. The UAAL is collected over a period of time referred to as the
amortization period. The ARC is a percentage of the current payroll.

Funded Ratio — Is a ratio of fund assets to actuarial accrued liability. The higher the
ratio the better funded the pension is with 100% being fully funded.

Intergenerational equity — Ensures that no generation is burdened by substantially
more or less pension costs than past or future generations.

The Santa Rita Fire District fire employees who are regularly assigned hazardous duty
participate in the Public Safety Personnel Retirement System (PSPRS).

Public Safety Personnel Retirement System (PSPRS)

PSPRS is administered as an agent multiple-employer pension plan. An agent multiple-
employer plan has two main functions: 1) to comingle assets of all plans under its



administration, thus achieving economy of scale for more cost efficient investments, and
invest those assets for the benefit of all members under its administration and 2) serve as
the statewide uniform administrator for the distribution of benefits.

Under an agent multiple-employer plan each agency participating in the plan has an
individual trust fund reflecting that agencies’ assets and liabilities. Under this plan all
contributions are deposited to and distributions are made from that fund’s assets, each fund
has its own funded ratio and contribution rate, and each fund has a unique annual actuarial
valuation. The Santa Rita Fire District has one trust fund for fire employees.

The Fire Board formally accepts the assets, liabilities, and current funding ratio of the Santa
Rita Fire District PSPRS trust funds from the June 30, 2022, actuarial valuation, which are
detailed below.

Liabilities and Funded Ratios — Tiers 1 & 2

June 30, 2024 June 30, 2023

Pension
Actuanal Present Value of Benefits (PVB)
Retirees and Beneficianes $ 23064869 $ 22428668
DROP Members 3,482,001 3138875
Vested Members 398371 445395
Active Members 28450347 26873238
Total Actuanal Present Value of Benefits 55,395,588 52,886,176
Actuanal Accrued Liability (AAL)
All Inactive Members 26945 241 26,012,938
Active Members 19947173 18529975
Total Actuarial Accrued Liability 46892414 44542913
Actuanal Value of Assets (AVA) 30,424,626 27936434
Unfunded Actuanial Accrued Liability 16467788 16,606,479
PVB Funded Ratio (AVA / PVB) 549% 528%
AAI Funded Ratio (AVA / AAL) 64.9% 62.7%
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Liabilities and Funded Ratios — Tier 3

Jume 30,2024  Jume 30, 2023

Pension
Actuanal Present Value of Benefits (PVB)
Petwees ind BeneScianes § 7.268826 $ 2783769
Vested Members 9523410 6,565,608
Active Members 710626 649 338.509.014
Total Actusnal Present Value of Benefits 727418 885 567.858.391
Actuanal Accrued Liabihity (AAL)
All Inactive Members 16,792,236 9349377
Active Members 148879434 101611814
Total Actuanal Accrued Liability 165,671,690 110,961,191
Actuanal Value of Assets (AVA) 178,758 433 119,101,476
Unfimded Actuanal Accrued Liability (13.086,743) (8.140.285)
PVB Funded Ratio (AVA /PVB) 24.6% 21.0%
AAIL Funded Ratio (AVA /AAL) 1079% 107 3%

PSPRS Funding Goal

Pensions that are less than fully funded place the cost of service provided in earlier periods
(amortization of UAAL) on the current taxpayers. Fully funded pension plans are the best
way to achieve taxpayer and member intergenerational equity. Most funds in PSPRS are
significantly underfunded and falling well short of the goal of intergenerational equity.

Proposition 207
In 2020, AZ voters approved Prop 207 the “Smart and Safe Arizona Act.” As part of this

initiative a “Smart and Safe, Arizona Fund” was established to receive revenue from a 16%
excise tax and licensing and registration fees. As a fire department with individuals enrolled
in PSPRS, the District is eligible to receive this revenue based on the number of PSPRS
individuals and taxes and fees collected. The Arizona State Treasurer distributes these
funds biannually, June 30 and December 31.

The Fire Board’s PSPRS funding ratio goal is 100% (fully funded) by June 30, 2046.

Fire Board established this goal for the following reasons:
¢ The PSPRS trust funds represent only the Santa Rita Fire District liability

« The fluctuating cost of an UAAL causes strain on the Santa Rita Fire District budget.
affecting our ability to provide services

« A fully funded pension is the best way to achieve taxpayer and member
intergenerational equity
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Fire Board has taken the following actions to achieve this goal:

» Maintain ARC payment from operating revenues — Fire Board is committed to
maintaining the full ARC payment (normal cost and UAAL amortization) from
operating funds.

+ Additional payments above ARC.

o Annually evaluate prior years budget compared to actual expenditures may
permit excess payments.

o Itis the policy of the Fire District Board to use the money received from the
Smart and Safe Arizona Fund to pay the districts PSPRS related liabilities.

Based on these actions the Fire Board pians to achieve its goal of 100% funding by June

30, 2048, in accordance with the amortization timeline set forth by the PSPRS June 30,
2024 actuarial valuation.
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