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Quick Facts 
PSRS/PEERS’ benefit is an important source of  financial security 
for members and retirees. 

•  PSRS/PEERS Quick Facts: 
–  Over 260,000 active, inactive, retirees and beneficiaries 

–  $41.5 billion in invested assets as of  June 30, 2017 

–  For the year ended June 30, 2017, PSRS/PEERS paid more than $2.7 
billion in benefits to over 88,600 retirees and beneficiaries 

–  As of  June 30, 2017, 83.98% actuarially pre-funded for PSRS; 
85.81% actuarially pre-funded for PEERS 

–  FY 2017 investment return of  12.48% 

–  43rd largest public pension plan in the nation,  95th largest 
institutional investor in the world  
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PSRS/PEERS: Major Economic Impact 

See	
  PSRS/PEERS’	
  website	
  for	
  an	
  
interac>ve	
  map	
  on	
  Missouri’s	
  coun>es.	
  

Of  the more than 91,000 individuals 
receiving benefits from PSRS/PEERS, 
approximately 88% of  them live in 
Missouri. As of   December 31, 2017, 
total benefit payments were more 
than $2.7 billion. Of  this amount, more 
than $2.4 billion was distributed among 
Missouri’s 114 counties, positively 
impacting the state’s economy.      
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PSRS/PEERS Goals 

•  To provide retirement security to Missouri’s educators and 
education employees after a full career of  service. 

•  To help school districts attract and retain the best and brightest 
educators and employees for Missouri’s school children. 

•  To manage the Systems in a prudent and cost-efficient manner. 
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FUNDING
COMPONENTS



Funding Components 

Investment Earnings 

	
  

	
  
	
  

	
  

	
  

 

PSRS 

Contributions 

Benefits 

•  Funding	
  Sources	
  
•  Asset	
  –	
  Liability	
  Comparison	
  
•  Assumed	
  Rate	
  of	
  Return	
  

•  Rising	
  Contribu>on	
  Rates	
  
•  Statutory	
  Limits	
  

•  Legal	
  Considera>ons	
  
•  COLA	
  Statutory	
  Flexibility	
  
•  Tier	
  II	
  Plan	
  Design	
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Pension	
  Funding	
  Components	
  	
  

FY	
  17	
  –	
  1.63	
  B	
  FY	
  17	
  –	
  4.59	
  B	
  

FY	
  17	
  –	
  2.7	
  B	
  FY	
  17	
  –	
  16.9	
  M	
  

Impact	
  of	
  1%	
  (PSRS/PEERS)	
  

Investment	
  Returns	
   $414.8	
  million	
  

Contribu>on	
  Rate	
   $62.2	
  million	
  

COLA	
  (1	
  year)	
   $27.2	
  million	
  



Investment Earnings 
Funding Sources 

•  The PSRS/PEERS Dollar: 
•  Pensions are a shared responsibility 
•  Every dollar paid to PSRS/PEERS retirees and beneficiaries comes from three sources: 

* 20-year average is as of  June 30, 2017. 

*
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*Over	
  85%	
  	
  of	
  	
  the	
  benefit	
  paid	
  
(approx.	
  $27.7	
  B)	
  was	
  distributed	
  to	
  

Missouri	
  residents.	
  

*	
  



PSRS	
  Pre-­‐Funded	
  History	
   •  1996-97 (106%) 
•  1997-98 (104%) 
•  1998-99 (105%) 
•  1999-00 (106%) 
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Investment Returns 
•  As of  June 30, 2017, the annualized fund performance was 12.48% 

–  In FY 2017, there was approximately $4.7 billion in investment earnings. 
–  Investment earnings have been approximately $16 billion over the last five years. 

•  2016 Fiscal Year return:  1.8% 
•  2015 Fiscal Year return:     4.5% 
•  2014 Fiscal Year return:   16.9% 
•  2013 Fiscal Year return:   12.6% 

•  PSRS/PEERS closed FY 2017 with actuarial pre-funded ratios of  83.98% and 85.81%, 
respectively. 

•  PSRS/PEERS’ investment returns for FY 2017 are close to median relative to peer universe of  
public plans above $1 billion. 

–  Investment returns continue to be above median relative to other public pension plans for every time period over the past 
seven years. 

–  The Systems exhibit a lower risk profile than two-thirds of  the peer group. 

•  The long-term (25-30 year) returns for PSRS/PEERS are above 7.6%. 
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PSRS Asset-Liability Comparison 
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PSRS Contribution Rate History 
•  The law limits any change in contribution rates to 1.0% per year (.5% each to the member and the employer) 

•  14.5% (29% total) effective July 1, 2018 
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PSRS	
  Contribu9on	
  Rates	
  

Contribution rates increased (despite long-term investment returns above 8%) primarily due to benefit increases 

14.5%	
  since	
  
July	
  1,	
  2011	
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Source: NASRA, Public Fund Survey 

Non-Social Security Public Retirement Systems  
(As of  FY16) 
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PSRS Contribution Rate Compared  
to Other Public Funds 

 •  According to the Public Fund Survey for FY 2016 for plans that do 
not contribute to Social Security: 

•  The average employee contribution rate is 8.93% 
•  The average employer contribution rate is 19.94%  
•  The average total contribution rate is 29.15%  

•  While the total contribution rate is in line with other funds, PSRS’ 
employee contribution rate is the highest of  the plans surveyed. 

•  PSRS/PEERS are relatively unique in that employee and employer 
contributions are split 50/50. 
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COLA
REVIEW



Cost of  Living Statutory Flexibility 
•  Missouri statute provides the PSRS/PEERS Board of  Trustees some discretion when setting 

annual benefit increases. 

•  Section 169.070.12 Provides: 
–  An increase in benefits the 2nd January following retirement 
–  An increase in benefits if  the cost-of-living (COLA) increase is at least 2% 
–  A maximum 5% annual cost of  living adjustment (COLA) 
–  80% lifetime COLA cap 

Change	
  in	
  Consumer	
  
Price	
  Index	
  (CPI-­‐U)	
  

Minimum	
  Adjustment	
   Maximum	
  Adjustment	
  

<0%	
   0%	
   0%	
  

0%-­‐2%	
   0%	
   5%	
  

2%-­‐5%	
   2%	
   5%	
  

>5%	
   5%	
   5%	
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COLA Discussion History 

•  Throughout the Spring/Summer 2016 the PSRS/PEERS Board worked with 
staff  and consultants to identify various COLA scenarios and parameters 
within the stated goals 

 
•  The Board requested analysis on all scenarios at the following assumed rates 

of  investment return: 7.75%, 7.6%, 7.5%, and 7.25% 
 

•  The Board then requested that the Systems’ actuaries, 
PricewaterhouseCoopers (PwC), calculate the 2017 actuarial valuation with 
these different COLA scenarios and assumptions  

21	
  



Board Goals for COLA 
•  Provide for the security and financial stability of  the Systems, which includes: 

–  Maintaining an 80% pre-funded ratio 
–  Allowing for a reasonable assumed rate of  return given capital market projections 

•  Maintain the contribution rates of  both Systems at or below current levels 

•  Maintain retiree purchasing power by providing a consistent cost-of-living 
adjustment for PSRS/PEERS’ retirees 
–  Cost of  living increase should be dependable and affordable without harming the 

financial stability of  the Systems 

•  Requires no statutory, legislative action or change 
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PSRS Board Meeting – November 3, 2017 

•  PwC presented the results of  the June 30, 2017 actuarial 
valuations for the systems 

•  Contribution Rates 2018-2019:  Board voted to keep the 
contribution rates at PSRS (29%) and PEERS (13.72%) 

•  Based on the information presented by PwC from the working 
session and Board meeting the Board reviewed the current 
funding policy assumptions: 
–  Assumed Rate of  Return – lowered from 7.75% to 7.6% 
–  COLA Policy -changed to current COLA assumption effective with the 

January 2019 COLA and granted a one-time COLA for January 2018 
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COLA POLICY 

•  Effective January 1, 2018, eligible benefit recipients received a one-time 1.63% 
COLA, which was equal to the CPI-U for fiscal year 16-17 
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Raw CPI-U Index values 

   Index 
Value 

Jun-16 241.038 month to-date 
Jul-16 240.647 -0.0016 -0.1622% 
Aug-16 240.853 0.0009 -0.0768% 
Sep-16 241.428 0.0024 0.1618% 
Oct-16 241.729 0.0012 0.2867% 
Nov-16 241.353 -0.0016 0.1307% 
Dec-16 241.432 0.0003 0.1635% 
Jan-17 242.839 0.0058 0.7472% 
Feb-17 243.603 0.0031 1.0641% 
Mar-17 243.801 0.0008 1.1463% 
Apr-17 244.524 0.0030 1.4462% 
May-17 244.733 0.0009 1.5330% 
Jun-17 244.955 0.0009 1.6251% 



COLA POLICY 

•  Effective with the January 2019 COLA the 
policy will be: 
–  2% COLA for eligible retirees when CPI-U is 

between 0%-2% and cumulatively 2% or 
more,  

–  CPI-U between 2-5% = 2% COLA,  
–  CPI-U 5% or more = 5% COLA 

CPI - U COLA per Board 
Approved Funding Policy

Less than 0.0% 0.0%

0.0%-2.0% 0.0% when CPI-U is 
cumulatively below 2.0%

0.0%-2.0%
2.0% when CPI-U 

cumulatively reaches 2.0% 
or more*

2.0%-5.0% 2.0%

Over 5.0% 5.0%

*	
  Resets	
  cumulative	
  calculation	
  after	
  a	
  COLA	
  is	
  provided

2017 Board Approved Funding Policy Effective for 
January 1, 2019 COLA
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CPI-­‐U	
  Calcula>on	
  FY	
  17-­‐18	
  
•  In	
  the	
  United	
  States,	
  the	
  Bureau	
  

of	
  Labor	
  Sta>s>cs	
  publishes	
  the	
  
Consumer	
  Price	
  Index-­‐Urban	
  
(CPI-­‐U)	
  every	
  month	
  

•  CPI-­‐U	
  is	
  >me	
  period	
  dependent	
  
–  The	
  PSRS/PEERS’	
  regula>on	
  requires	
  

that	
  the	
  >me	
  period	
  for	
  the	
  calcula>on	
  
be	
  from	
  July	
  1	
  to	
  June	
  30.	
  

•  CPI-­‐U	
  is	
  1.65%	
  through	
  February	
  
28,	
  2018	
  
–  CPI-­‐U	
  CumulaUve	
  is	
  1.65%	
  	
  

Raw CPI-U Index values 

   Index Value 

Jun-17 244.955 month to-date 

Jul-17 244.786 -0.0007 -0.0690% 

Aug-17 245.519 0.0030 0.2302% 

Sep-17 246.819 0.0053 0.7610% 

Oct-17 246.663 -0.0006 0.6973% 

Nov-17 246.669 0.0000 0.6997% 
Dec-17 246.524 -.0.0006 0.6405% 
Jan-18 247.867 0.0054 1.1888% 
Feb-18 248.991 0.0045 1.6476% 
Mar-18 
Apr-18 

May-18 

Jun-18 
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CHALLENGES



Challenges and Threats 

•  Economic 
–  Overall Economic Reality 

•  Federal Budget Deficit 
•  Growing Level of  Debt 

–  Investment Challenges 
•  Market “short-term” outlook 
•  Potential Funding Challenges 

–  Actuarial Challenges 
•  Investment Returns 
•  Mortality 
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Yield to Maturity: U.S. Bond Index Over Decades 
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182.4%:	
  10.9%	
  annualized	
  

132.4%:	
  8.8%	
  annualized	
  

79.7%:	
  6.0%	
  annualized	
  

42.4%:	
  3.6%	
  annualized	
  



Mortality  
•  People are living longer – mortality rising across the nation 

–  Impact of  changing mortality assumptions for the Systems’ are significant 
–  Total financial impact in 2016: 

–  Example: 
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Actuarial	
  
Accrued	
  
Liability	
  

Funded	
  
Status	
  

Actuarially	
  Determined	
  
Contribu9on	
  Rate	
  

$2.03	
  B	
   -­‐3.99%	
   3.57%	
  

55	
  year	
  old	
  female	
  PSRS	
  Service	
  Re9ree:	
  

Life	
  Expectancy	
  prior	
  to	
  2016:	
  	
  80.6	
  years	
  of	
  age	
  

Life	
  Expectancy	
  since	
  2016:	
  	
  83.3	
  years	
  of	
  age	
  

Thus,	
  based	
  on	
  the	
  current	
  mortality	
  assump>on,	
  a	
  55	
  year	
  old	
  female	
  PSRS	
  service	
  re>ree	
  is	
  
expected	
  to	
  live	
  approximately	
  32	
  months	
  longer,	
  or	
  receive	
  benefits	
  for	
  32	
  addi>onal	
  months	
  

Based	
  on	
  the	
  PSRS	
  average	
  month	
  benefit	
  amount	
  of	
  $3,239,	
  this	
  member	
  would	
  receive	
  an	
  
addi>onal	
  $103,648	
  in	
  total	
  benefit	
  payments	
  



Other Challenges and Threats 

•  Political 
–  Mandatory Social Security  
–  Defined Benefit (DB) vs. Defined Contribution (DC) 

•  Pension Envy 

–  Think Tanks 
•  Manhattan Institute 

•  National Council on Teacher Quality 

•  Pew Center for the States/Laura and John Arnold Foundation 
•  Show-Me Institute 
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QUESTIONS? 
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