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Costs:
P e n s io n

W h a t  a re  
w e  
d o in g ?

Mark Steed

● Master of Science, Predictive Analytics, 
Northwestern

● Asset Allocator of the Year, Institutional 
Investor

● Rising Star, Money Management
● Previous portfolio experience:

○ P u b lic  e q u it y
○ P riva t e  e q u it y
○ Ve n t u re  c a p it a l
○ Re a l e s t a t e
○ Fixe d  in c o m e
○ P riva t e  le n d in gChief Investment Officer



Costs:
P e n s io n

W h a t  a re  
w e  
d o in g ?

Administ rator Michael Townsend
“I’m a firm believer in defined benefit plans 
and I’m looking forward to helping make 
PSPRS better for members, employers, local 
boards and taxpayers…”

● Hired by board in late -October 2019

● Responsible for day -to -day operations 
and executing board directives

● Certified Public Accountant
● 25 years local government experience

○ Co c o n in o  Co u n t y CFO, 20  ye a rs
○ Cit y o f Fla g s t a ff, 5 ye a rs

● ASRS Board of Trustees
○ 2 ye a rs  a s  Ch a ir

● Vice Chairman of League of Cities 
Pension Reform Task Force
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Strategy : Maximize returns while keeping risk in check
• P ro t e c t  a t -ris k  e m p lo ye rs  fro m  fu rt h e r c o n t rib u t io n  ra t e  in c re a s e s  –

20  e m p lo ye rs  h a ve  c o n t rib u t io n  ra t e s  o f 75 p e rc e n t  o r g re a t e r

• Dive rs ify in ve s t m e n t s  a c ro s s  m u lt ip le  a s s e t  c la s s e s

• Avo id  d o m in o  e ffe c t  o f lo s s e s  t h ro u g h o u t  p o rt fo lio

• Min im izin g  ris k  m e a n s  s a c rific in g  h ig h  in ve s t m e n t  re t u rn s  

• A d ive rs ifie d  a llo c a t io n  w ill n o t k e e p  u p  w it h  a  h o t  s t o c k  m a rk e t  – it ’s  
d e s ig n e d  t o  p ro t e c t  t h e  in ve s t o r fro m  s t o c k  m a rk e t  lo s s e s

• Th e  o b je c t ive  (a n d  s k ill) is  t o  m a xim ize  re t u rn s  w it h in  a n  a c c e p t a b le  
le ve l o f ris k

PSPRS Investments Overview
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Strategy : Why investment risk matters
• To d a y’s  p o rt fo lio , ye s t e rd a y’s  w o rs t -c a s e -s c e n a rio s
• Cu rre n t  a llo c a t io n  a b le  t o  w it h s t a n d  s e ve re  e c o n o m ic  s h o c k s

PSPRS Investments Overview
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PSPRS Investments
(Three major categories)

Asset Allocation as of June 30, 2020

Capital Appreciation
Tra n s la t e s  g ro w t h  in  t h e  e c o n o m y in t o  
g ro w t h  in  t h e  t ru s t ’s  a s s e t s  a n d  in c lu d e s :

• U.S. a n d  in t e rn a t io n a l p u b lic  e q u it ie s
• P riva t e  e q u it y – U.S. a n d  g lo b a l
• Op p o rt u n is t ic  re a l e s t a t e
• Hig h  yie ld  b o n d s

Contractual Income 
Re fe rs  t o  in ve s t m e n t s  w h e re  a  c o n t ra c t u a l 
re t u rn  is  d rivin g  re t u rn s  a n d  in c lu d e s :

• U.S. t re a s u rie s
• IG b o n d s
• P riva t e  le n d in g

• Le a s in g a n d ro ya lt ie s

Diversifying Strategies 
In ve s t m e n t s  fo r p o s it ive  re t u rn s  o ve r t im e , 
w it h  lit t le  t o  n o  c o rre la t io n  t o  t ra d it io n a l 
a s s e t  c la s s e s . Exa m p le s  in c lu d e :

• Glo b a l t a c t ic a l a s s e t  a llo c a t io n
• Lo n g /s h o rt  e q u it y
• Me rg e r a rb it ra g e
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FY 2020 Performance at a glance
● FY20  – 0 .91% re t u rn , $ 18 2 m illio n  g e n e ra t e d

● Exc e e d e d  0 .8 % FY20  m e d ia n  re t u rn  fo r US p e n s io n s  

w it h  m o re  t h a n  $ 10  b illio n  in  a s se t s

● Ext re m e  c o vid -re la t e d  m a rk e t  vo la t ilit y

● S&P  50 0  in d e x d ro p p e d  34  p e rc e n t in  Ma rc h  fro m  m id -

Fe b ru a ry h ig h

● Fisc a l ye a r – J u ly 1, 20 19 , t o  J u n e  30 , 20 20  – d id  n o t  

c a p t u re  m a rk e t  re b o u n d  a n d  g ro w t h

● Ca le n d a r ye a r – J a n . 1, 20 20 , t o  De c . 31, 20 20  – re t u rn s  o f 

9 .7%

● Re t u rn s  b a se d  o n  p ric e d  va lu e  a s  o f J u n e  30 , 20 20  –

a s se t s  w e re  n o t so ld

PSPRS 
Investments 

(Briefly Speaking)
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FY 2021 Performance at a glance
● 26 .59 % in ve s t m e n t  re t u rn  a s  o f Ma y 31, 20 21

● $ 3.2 b illio n  in c re a s e  s in c e  J u n e  30 , 20 20  

● P o rt fo lio  va lu e  re a c h e s  $ 14 .1 b illio n

● Aid e d  b y s t o c k  p u rc h a s e s  d u rin g  m a rk e t  
lo w s

● Aid e d  b y p o rt fo lio  c h a n g e s  fro m  fixe d  
in c o m e  t o  p riva t e  s e c t o r in ve s t m e n t s

● Fis c a l ye a r e n d e d  J u n e  30 , 20 21

● Fin a l n e t  re t u rn s  a va ila b le  in  la t e  20 21

PSPRS 
Investments 

(Briefly Speaking)
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Investment returns over longer horizons
• Exc e e d s  7 .3 % a s s u m e d  e a rn in g s  ra t e  o ve r 1, 3, 5, 7  a n d  10 -ye a r p e rio d s

PSPRS Investments Overview
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Quick look at additional contributions: 
■ $1.58 billion in additional contributions for 

public safety, corrections in FY2021
■ Estimated $1+ billion additional in July and 

August 2021
■ $4 billion estimated taxpayer savings over 

16 years from $2.5 billion additional 
contributions to date

■ 50 employers (approx.) with additional 
contributions of $1 million or more

■ 40+ employers used debt instruments
■ Employers continue to approve/carry out 

additional contributions in FY2022
■ Current interest rates favorable to 7.3% rate 

applied to unfunded liabilities

Employer 
Unfunded 

Liability Financing
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How employers are increasing contributions
■ Debt instruments – pledged revenue bonds

● Exa m p le s  – Ap a c h e , Gila , P im a , P in a l a n d  Yu m a  
c o u n t ie s , va rio u s  m u n ic ip a lit ie s  a n d  fire  d is t ric t s

■ Debt instruments – certificates of participation
● Sim ila r t o  b o n d s  b u t  p u b lic  a s se t s , lik e  b u ild in g s , 

u se d  a s  c o lla t e ra l
● Exa m p le s  – Cit ie s  o f Fla g s t a ff a n d  Te m p e

■ Utilize project reserves, tax -free financing for 
projects – Co c o n in o  Co u n t y, Elo y

■ Direct appropriations – one -time and ongoing
● Exa m p le s  – St a t e  o f Arizo n a  (DP S a n d  

Co rre c t io n s ), Na va jo  Co u n t y, va rio u s  
m u n ic ip a lit ie s

■ Local sales taxes – full or partially dedicated
● Exa m p le s  – Cit ie s  o f P re sc o t t  a n d  P a yso n

Employer 
Unfunded 

Liability Financing 
and Addit ional 
Cont ribut ions
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LET’S TALK
W h a t  q u e s t io n s  d o  yo u  h a ve ?

Quest ions, comments & discussion
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Appendix

Resources
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Su b s c rib e  t o  o u r n e w s le t t e r 
a n d  fo llo w  u s  o n  s o c ia l m e d ia

https://www.facebook.com/arizonapsprs/
https://twitter.com/psprsaz
https://www.youtube.com/user/ArizonaPSPRS
https://visitor.r20.constantcontact.com/manage/optin?v=0012Iq_K1UNNMKyCa5bB0-obfUBlG71C_QpBkEReVtGsWcwRcvRVHQhISrU8GBK-HSfx_cRCy2JjbzqXSQY8qZ673Zxk_6QS_EKGVuZ82DMAVVqyNplPWdau1PhsFE57iUo7leeiyS1XyYMSu4d9j3RkQ%3D%3D


https://www.youtube.com/watch?v=tjYK1ESLq5c

Building a port folio through public 
and private investments 
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https://www.youtube.com/watch?v=C6zObGIhHXQ

Video: Understanding Pension 
Financing
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AN INTRODUCTION

Trustees
JIM AMEDURI (Recently resigned, position vacant)

CEO a n d  Ma n a g in g  P a rt n e r o f Alize  Ve n t u re s  a n d  a  
g lo b a l in ve s t m e n t  e xp e rt  w it h  t h re e  d e c a d e s  o f 
e xp e rie n c e . Dire c t o r o f ESa lt  Me d ia  Te c h n o lo g ie s ; 
Ch a irm a n  o f t h e  Bo a rd  fo r Ca p a x W o rld , Dire c t o r o f 
t h e  Arizo n a  St a t e  Un ive rs it y Fo u n d a t io n  In ve s t m e n t  
Co m m it t e e ; Dire c t o r o f t h e  Arizo n a  Co m m u n it y 
Fo u n d a t io n , w h e re  h e  s e rve s  o n  t h e  In ve s t m e n t  a n d  
Sp e c ia l Asse t s  Co m m it t e e s . Ap p o in t e d  b y Ho u se  
Sp e a k e r Ru s t y Bo w e rs .

CHRIS HEMMEN

Ch ie f o f s t a ff o f Arizo n a  De p a rt m e n t  o f P u b lic  Sa fe t y (DP S) Offic e  o f Hig h w a y P a t ro l Divis io n . 
Ma n a g e s  m u lt i-m illio n  b u d g e t s , le d  s t a t e w id e  c rim in a l in t e rd ic t io n  e ffo rt s  a n d  h e lp e d  DP S sa ve  
h u n d re d s  o f t h o u sa n d s  o f d o lla rs  o f in fra s t ru c t u re  a n d  e q u ip m e n t  c o s t s . Gra d u a t e  o f ASU Ce rt ifie d  
P u b lic  Ma n a g e r P ro g ra m , b a c h e lo r’s  o f s c ie n c e  in  p u b lic  a d m in is t ra t io n  fro m  NAU. Ap p o in t e d  b y 
Go ve rn o r Do u g  Du c e y.
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AN INTRODUCTION

Trustees
BRIAN MOORE

P h o e n ix Fire  c a p t a in  w it h  26  ye a rs ’ s e rvic e . Also  
s e rve s  o n  P h o e n ix a n d  Da isy Mo u n t a in  Fire  Dis t ric t  
lo c a l b o a rd s , o n  P h o e n ix’s  De fe rre d  Co m p e n sa t io n  
Bo a rd  ($ 2 b illio n  a s se t s  u n d e r m a n a g e m e n t ) a n d  a s  
c h a irm a n  o f In ve s t m e n t  Se le c t io n  Su b c o m m it t e e . 
Cu rre n t  m e m b e r o f t h e  P SP RS De fin e d  Co n t rib u t io n  
Co m m it t e e  t h a t  e s t a b lish e d  4 0 1a  a n d  4 57 p la n s  in  
u se  b y Tie r 2 a n d  3 m e m b e rs , a n d  e xe c u t ive  b o a rd  
m e m b e r o f Un it e d  P h o e n ix Fire  Fig h t e rs  Lo c a l 4 9 3 
o f IAFF. Ap p o in t e d  b y Go v. Du c e y.

HARRY A. PAPP

Ma n a g in g  p a rt n e r o f L. Ro y P a p p  & Asso c ia t e s  w it h  a lm o s t  4 0  ye a rs  e xp e rie n c e  a s  a  p o rt fo lio  
m a n a g e r a n d  se c u rit ie s  a n a lys t . Ch a rt e re d  Fin a n c ia l An a lys t  a n d  fo rm e r a c q u is it io n  m a n a g e r 
o f G.D. Se a rle  & Co . In ve s t m e n t  Co m m it t e e  c h a irm a n , a lso  b o a rd  m e m b e r fo r St a t e  Bo a rd  o f 
In ve s t m e n t , c h a irm a n  o f Blu e  Cro ss /Blu e  Sh ie ld , ASU Fo u n d a t io n  b o a rd  m e m b e r, P h o e n ix 
Zo o  t ru s t e e . Ap p o in t e d  b y Go v. Du c e y. 
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AN INTRODUCTION

Trustees
NATE WEBER

Tu c so n  Fire  De p a rt m e n t  c a p t a in  w it h  23 ye a rs  o f 
s e rvic e . Vic e -P re s id e n t  o f t h e  Tu c so n  Fire  Fig h t e rs  
Asso c ia t io n  Lo c a l 4 79 . Se rve s  o n  b o t h  t h e  c it y fire  
d e p a rt m e n t  a n d  Co ro n a  d e  Tu c so n  lo c a l b o a rd s . Bo a rd  
c h a irm a n  fo r t h e  c it y’s  De fe rre d  Co m p e n sa t io n  P la n , 
20 0 9  Re c ip ie n t  o f Gre a t e r Tu c so n  Fire  Fo u n d a t io n  
Aw a rd  o f Se rvic e . Ap p o in t e d  b y Ho u se  Sp e a k e r Ru s t y 
Bo w e rs .

DAREN WUNDERLE

P h o e n ix P o lic e  De p a rt m e n t  s e rg e a n t  w it h  21 ye a rs  o f s e rvic e . Ass ig n e d  t o  t h e  
P ro fe s s io n a l St a n d a rd s  Bu re a u  s in c e  20 10 , p e rfo rm in g  a u d it s , in sp e c t io n s , m isc o n d u c t  
in ve s t ig a t io n s  a n d  p ro je c t s  fo r Cit y Co u n c il, m a n a g e m e n t  a n d  c h ie f o f p o lic e . Me m b e r o f 
t h e  c it y’s  lo c a l p o lic e  b o a rd , He a lt h  Ca re  Ta sk  Fo rc e , a n d  t h e  P h o e n ix P o lic e  Su p e rviso rs ’ 
Un io n  e xe c u t ive  b o a rd . Ap p o in t e d  t o  t h e  P SP RS De fin e d  Co n t rib u t io n  Co m m it t e e  in  
20 16 . Ap p o in t e d  t o  t h e  b o a rd  b y Se n a t e  P re s id e n t  Ka re n  Fa n n . 
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AN INTRODUCTION

Trustees
DEAN SCHEINERT

Th irt y-p lu s  ye a rs  o f e xp e rie n c e  w it h  in ve s t m e n t  
m a n a g e m e n t  a n d  c a p it a l m a rk e t s , in c lu d in g  t e rm s  a s  
s e n io r vic e  p re s id e n t  fo r J .P . Mo rg a n  Ch a se  P riva t e  
Ba n k  a n d  U.S. Ba n k . Ch a rt e re d  Fin a n c ia l An a lys t  a n d  
Ch ie f Ad va n c e m e n t  & Ext e rn a l Affa irs  Offic e r w it h  
W e s t e rn  Sp irit : Sc o t t sd a le ’s  Mu se u m  o f t h e  W e s t . Also  
in ve s t m e n t  c h a irm a n  o f J e w ish  Co m m u n it y Fo u n d a t io n  
o f Gre a t e r P h o e n ix. MBA fro m  W h a rt o n . Ap p o in t e d  b y 
Go v. Du c e y.

ALAN MAGUIRE

Ad vise d  Arizo n a  g o ve rn o rs  a n d  p o lit ic a l le a d e rs  o n  t h e  im p a c t s  o f fis c a l a n d  e c o n o m ic  p o lic y 

fo r m o re  t h a n  4 0  ye a rs . He  p re vio u s ly s e rve d  a s  a  P SP RS t ru s t e e  fro m  20 10  t o  20 12. Sin c e  19 9 1, 

Ma g u ire  h a s  b e e n  t h e  P re s id e n t  a n d  P rin c ip a l Ec o n o m is t  o f Th e  Ma g u ire  Co m p a n y, w h ic h  

se rve s  lo c a l, c o u n t y a n d  s t a t e  g o ve rn m e n t s  a n d  e n t it ie s . Ma g u ire  is  p a s t  c h a irm a n  o f t h e  

Arizo n a  St a t e  Re t ire m e n t  Sys t e m  (ASRS) Bo a rd  o f Tru s t e e s , p a s t  Ch a irm a n  o f t h e  P SP RS 

In ve s t m e n t  Ove rs ig h t  Co m m it t e e , p a s t  P re s id e n t  o f t h e  Ma ric o p a  Co u n t y In d u s t ria l 

De ve lo p m e n t  Au t h o rit y, p a s t  Dire c t o r o f t h e  ASRS; a n d  fo rm e r m e m b e r o f t h e  Arizo n a  Bo a rd  

o f In ve s t m e n t .
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