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Utah State Retirement Board
540 East 200 South
Salt Lake City, UT 84102

Dear Members of the Board:

Subject: Actuarial Valuation as of January 1, 2024

This report describes the current actuarial condition of the Utah Retirement Systems (URS),
determines the calculated employer contribution rates, and analyzes changes in these contribution
rates. In addition, the report provides various summaries of the data. A separate report is issued with
regard to valuation results determined in accordance with Governmental Accounting Standards
Board (GASB) Statements 67 and 68. Results of this report should not be used for any other purpose
without consultation with the undersigned. Valuations are prepared annually as of January 1, the first
day of the URS plan year. This report was prepared at the request of the Board and is intended for
use by the URS staff and those designated or approved by the Board. This report may be provided to
parties other than URS staff only in its entirety and only with the permission of the Board.

Under URS statutes, the Board of Trustees must certify employer contribution rates annually. These
rates are determined actuarially, based on the Board’s funding policy, although, as discussed below,
the Board may choose to maintain the current rate if it is greater than the actuarially calculated rate.
Contribution rates determined by a given actuarial valuation become effective eighteen months after
the valuation date. In other words, the rates determined by this January 1, 2024 actuarial valuation
will be used by the Board when certifying the employer contribution rates for the 12-month period
beginning July 1, 2025 and ending June 30, 2026. If new legislation is enacted between the valuation
date and the date the contribution rates become effective, the Board-certified contribution rates will
be updated to reflect this new legislation. Such adjustments are based on information supplied by the
actuary.

FINANCING OBJECTIVES AND FUNDING POLICY
In setting contribution rates, the Board’s principal objectives are:

e To set rates so that the unfunded actuarial accrued liability (UAAL) will be amortized over a
reasonable period from the current valuation date

e To set rates so that they remain relatively level over time.

e Decrease the contribution rates in a gradual and orderly manner as the funded ratio of a fund
approaches and exceeds 100%.
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To accomplish this, the Board’s funding policy requires that the employer contribution rate be at least
equal to the sum of the employer normal cost rate (which pays the current year’s cost) and an
amortization rate which results in the amortization of the UAAL over 20 years in installments that
increase at the assumed rate of growth in payroll for URS.

Under this policy, the objective of maintaining a relatively level contribution rate over time is
achieved in normal conditions such as consistent financial markets.

Section 49-11-301(5) of the Utah Code allows the Board to set the employer contribution rate at the
prior year’s rate, if the rate otherwise would decrease and if the funded ratio is less than 110%. In
such a case, the rate set by the Board would be higher than the actuarially determined contribution
rate. The purpose of this legislation is to enhance the Board’s ability to maintain more level
contribution rates while targeting a 100% - 110% funded level. The Board has historically followed
this policy, so the certified contribution rate may be greater than the actuarially determined rate.
However, as the funded ratios of the funds continue to improve, the Board may elect to decrease the
contribution rate in an orderly manner as the funded ratio for funds approach and exceed 100%.

PROGRESS TOWARD REALIZATION OF FINANCING OBJECTIVES

The funded ratio (the ratio of the actuarial value of assets to the actuarial accrued liability) is a
standard measure of a plan’s funded status. In the absence of benefit improvements, it should
increase over time, until it reaches at least 100%.

Since the prior year’s valuation, the funded ratio on a combined basis increased from 92.6% to 93.1%.
Absent unfavorable actuarial experience, we expect the funded ratio to increase and be maintained
in future years.

If market value had been used in the calculation instead of actuarial value, the aggregate funded ratio
for all funds increased to 92.1% compared to a 91.1% aggregate funded ratio in the prior year. The
actuarial accrued liability increased slightly more than expected due to higher than expected salary
increases. However, this was largely offset by employer contributions to finance the unfunded
liability and a 9.2% investment return that resulted in $0.97 billion more in assets than expected.

BENEFIT PROVISIONS

The benefit provisions reflected in this valuation are those which were in effect on January 1, 2024.
There were no legislative changes enacted since the previous valuation that had a measurable effect
on the current valuation.
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ASSUMPTIONS AND METHODS

The Board, in consultation with its actuary, sets the actuarial assumptions and methods used in the
valuation. Current Board policy is to have the actuary perform an experience study every three years.
In connection with the appropriate valuation, the actuary conducts a thorough review of plan
experience, and then makes recommendations to the Board. A review of the demographic and
economic assumptions was performed as of January 1, 2023. There were no changes in the actuarial
assumptions used to prepare this year’s actuarial valuation.

The results of the actuarial valuation are dependent on the actuarial assumptions used. Actual
results can and almost certainly will differ as actual experience deviates from the assumptions. Even
seemingly minor changes in the assumptions can materially change the liabilities and calculated
contribution rates. It is our opinion that the assumptions used to perform this valuation are
internally consistent and are reasonable based on past and anticipated future experience of the
System. Also, these assumptions and methods used for funding purposes satisfy the parameters set
by the Actuarial Standards of Practice.

This valuation was prepared using our proprietary valuation model and related software which in our
professional judgment has the capability to provide results that are consistent with the purposes of
the valuation. We performed tests to ensure that the model reasonably represents that which is
intended to be modeled.

DATA

Member data for retired, active and inactive members was supplied as of December 31, 2023 by the
URS staff. The staff also supplied asset information as of December 31, 2023. We did not audit this
data, but we did apply a number of tests to the data and concluded that it was reasonable and
consistent with the prior year's data. GRS is not responsible for the accuracy or completeness of the
information provided to us by URS.

CERTIFICATION

We certify that the information presented herein is accurate and fairly portrays the actuarial position
of URS as of January 1, 2024.

All of our work conforms with generally accepted actuarial principles and practices and with the
Actuarial Standards of Practice issued by the Actuarial Standards Board. In our opinion, our
calculations also comply with the requirements of Utah state law and, where applicable, the Internal
Revenue Code, ERISA, and the Statements of the Governmental Accounting Standards Board.
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The undersigned are independent actuaries and consultants. Mr. White and Ms. Shaw are Enrolled
Actuaries and are Members of the American Academy of Actuaries and meet the Qualification
Standards of the American Academy of Actuaries to render the actuarial opinion contained herein. All
of the undersigned are experienced in performing valuations for large public retirement systems.

Gabriel, Roeder, Smith & Company

Sincerely,

Daniﬁﬁ?’vge, FSA, EA, MAAA

Senior Consultant

/

{1
|

Jahie Shaw, ASA, EA, MAAA
Consultant

K:\3012\MasterLinkedFiles\PensionValRpts\ValReport.docx

Lewis Ward
Consultant
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SECTION A

EXECUTIVE SUMMARY



Executive Summary and Contribution Requirements

Last year several funds were eligible for a reduction in the contribution rate under the Contribution
Rate Management Plan (CRMP) that were approved by the Board. Once again, this year there are
several funds meet the criteria for a reduction in the contribution rate beginning July 1, 2025 and
we are recommending approval by the Board.

—  The certified contribution rate for the Noncontributory State & School Fund (Fund 16) will
decrease from 21.69% of pay to 21.19% of pay

—  The certified contribution rate for the Noncontributory Local Government Fund (Fund 15)
will decrease from 16.97% of pay to 15.97% of pay

—  The certified gross contribution rate for the Firefighter Division B Fund (Fund 32) will
decrease from 32.11% of pay to 30.11% of pay

—  Contribution rates for several Tier | Public Safety decrease 0.50% to 1.00% of pay

The certified contribution rate for the defined benefit portion of the Tier Il Public Employee
Retirement System will increase by 11 basis points to 10.81% of pay, which will result in the
member contribution rate to increase from 0.70% of pay to 0.81% of pay.

The certified contribution rate (including member contributions) for the Tier Il Public Safety and
Firefighter System will remain unchanged at 18.73% of pay

Due to a decrease in the average court fee receipts relative to payroll, the net employer
contribution rates for the Judicial fund increased by 0.29% of pay to 46.05%.

—  See Exhibit 2(b) for details about the offsets applied to contribution rates for Judges.

Total projected contributions for all funds combined are estimated to be $1.6 billion for fiscal year
2026.

Exhibits 1(a) and 1(b) show the recommended contribution rates for FY 2026, and compare these to
the rates certified for FY 2025 based on the last valuation.

— Rates include funding for the 3% substantial substitute benefit, where applicable.
— Rates do not include the 1.50% 401(k) contribution.
—  Offsets for Firefighters System and Judges System are shown.

—  Rates shown on Exhibits 1(a) and 1(b), column 6 are for the twelve-month period beginning
July 1, 2025 (FY 2026).

— The rates for FY 2026 may need to be adjusted for the effect of any 2025 legislation.

G R S Utah Retirement Systems
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Executive Summary and Contribution Requirements (Continued)

Exhibits 1(c) and 1(d) show the development of the recommended rates under §49-11-301(5). The
recommended rates are the larger of the actuarially calculated rates from the current valuation
(Col. 2) and the rates certified for FY 2025 (Col. 3), adjusted for the contribution rate management
plan (Col. 4).

§49-11-301(5) permits the Board to set the contribution rate at the prior year’s level if the
actuarially calculated rate would be less and the funded ratio is less than 110%.

The policy is applied to the gross rates for the Tier | Firefighter funds and the Judges, i.e.,
before application of the offsets for the fire insurance premium tax receipts, State
appropriations, and court fees

This policy is separately applied to the contribution rate for the 3% substantial substitute
that is included with the contribution rates for the State and School funds, the State Public
Safety funds and the Judges

As the funded ratio for the funds approach and exceed 100%, the Board may gradually
decrease contribution rates in an orderly manner

Exhibit 2(a) shows the components of the actuarially determined contribution rate, and Exhibit 4(a)
reconciles the actuarially calculated rates determined by this valuation and the previous valuation.

Due to plan experience, every fund except Tier 1 Firefighters Division A and Tier Il Public
Employees experienced a decrease in the calculated contribution rates from the prior year

Amortization payments for the calculated contribution rates are based on:

A 20-year amortization period is used for determining the contribution rates (except for
Governors and Legislators Plan and the Higher Education risk pools, where amortization
periods are 10 years and 13 years, respectively)

Contributions determined as level percentage of pay (except for Governors and Legislators
Plan and the Higher Education risk pools, where minimum amortization is in level dollar
payments)

Total payroll assumed to increase 2.90% per year

The return on plan assets was 9.2%, net of investment and administrative expenses, on a market-
value basis during 2023

The actual market value as of December 31, 2023 ($45.303 billion) was $0.969 billion more
than the expected market assets at this date based on a 6.85% return assumption for the
prior year

Valuation uses a 5-year smoothing of net investment earnings that is different than the
expected investment return to develop an actuarial value of assets for purposes of
determining contribution rates and the funded status

As of January 1, 2024, there is a net $0.496 billion of deferred investment losses that will be
recognized in the next four years and the actuarial value of assets is 101.1% of the market
value of assets

The Governors and Legislative Plan was 94.9% funded as of January 1, 2024. We recommend a
$350,785 appropriation be made to the plan on or before June 30, 2026. Please see Exhibit 16.

G R S Utah Retirement Systems
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SECTION B

DISCUSSION



Determination of Calculated Contribution Rates

The URS retirement systems, except for the Governors’ and Legislators’ Retirement Plan, are funded by
employer contributions which are expressed as a percent of pay, and in some cases by member
contributions. The Firefighters System and the Judges System receive additional funding from outside
sources. As shown in Exhibit 2(a), the calculated employer contribution rate can have as many as four
components:

e The normal cost percentage (NC%);
e The amortization percentage (UAAL%);
e The contribution required to fund the 3% substantial substitute benefit (3%SS); and

e The offset for fire insurance premium taxes, appropriations, and court fees which reduce the
employer contribution rates in the Firefighters System and the Judges System, respectively.

The NC% is the theoretical amount which would be required to pay the members’ benefits, based on
the current plan provisions, if this amount had been contributed from each member’s entry date and if
the fund’s experience exactly followed the actuarial assumptions. This is the amount it should cost to
provide the benefits for an average new member. The NC% for each fund is shown in Exhibit 6(a).

Some of the funds require contributions from active members, and for these, only the excess of the
NC% over the member contribution rate is included in the employer contribution rate, as shown in
Exhibit 6(b) and in column 2 of Exhibit 2(a).

The actuarial accrued liability (AAL) is the difference between (i) the actuarial present value of all future
benefits for all current members of the fund, including active, inactive and retired members, and (ii) the
actuarial present value of future normal costs. Thus, the AAL represents the liability associated with
past years. The unfunded actuarial accrued liability (UAAL) is the difference between the AAL and the
actuarial value of assets (AVA). It is the shortfall/excess between the liability associated with prior years
(the AAL) and the assets actually accumulated (the AVA). This shortfall/excess can arise from several
sources, including actuarial gains and losses which are caused by differences between actual experience
and the plan’s assumptions, changes to the plan’s actuarial assumptions, and amendments to the
benefit provisions.

The UAAL% is the amount required to fund this difference. It is the amount, expressed as a level
percentage of payroll (except for the Governors’ and Legislators’ Plan and the Higher Education funds
which are level dollar), necessary to amortize the UAAL. The Board’s current policy calls for developing
the actuarially determined contribution by amortizing the UAAL over an open 20-year period (except
for the Governors’ and Legislators’ Plan which currently has a closed 10-year funding period, and the
Higher Education funds which have a closed 13-year funding period). Column 3 of Exhibit 2(a) shows
the UAAL% of the calculated rates for each fund.

G R S Utah Retirement Systems 3



Determination of Calculated Contribution Rates

The 3% Substantial Substitute component of the employer contribution rate is only required for funds
whose members are employees of the state (or who are paid by state funding). This piece is the amount
necessary to fund the 3% Substantial Substitute. It is shown in column 4 of Exhibit 2(a), and is described
in greater detail later. The last piece of the contribution rate is the offset. Firefighters System receive a
portion of the fire insurance premium taxes collected by the state as well as a direct appropriation from
the State budget. The monies will be used in determining the offset to the contribution rate for the
firefighter funds. The Judges System receives a portion of court fees collected by the judiciary. The
calculation of the offsets is shown in Exhibit 2(b).

Section 49-11-301(5) of the Utah Code gives the Board the option of setting contribution rates at the
higher of the previous year’s rate and the current year’s actuarially calculated rate (for the Governors’
and Legislative Plan it is the greater of the current and prior years’ amortization amount). The Board
does not have to decrease the contribution rate from the prior year as long as it is funding towards or
maintaining a funded ratio of 110%. The Board has historically followed the policy of holding the rates
constant, but not less than the actuarially calculated rate, as permitted by §49-11-301(5). However, as
the funded ratios for some funds approach and exceed 100%, the Board may elect to decrease the
contribution rate for funds in an orderly manner (please see more about this in the section titled
Contribution Rate Management Plan).

Under the policy, the actuarial rates and last year’s certified rates are compared, and the larger is set as
the new certified rate. This is done separately for: (1) the 3% Substantial Substitute fund, (2) each Tier Il
hybrid fund, (3) the total contribution rate applicable to the payroll of Tier | members, and (4) the total
contribution rate applicable to the payroll of Tier Il members. Then the offset for the fire insurance
premium tax and state appropriation and the court fees are applied, as shown in Exhibit 1(a).

The Governors’ and Legislators’ Retirement Plan, unlike the other systems, is funded by direct
legislative appropriations. Similar to last year, we are recommending an appropriation be made for this
plan by the end of FY 2026. Please see the discussion about the determination of the appropriation
later in this section and the calculation of the appropriation on Exhibit 16.

Exhibit 2(a) also shows the development of the calculated contribution rate for the Tier Il Hybrid
systems. The State makes contributions on Tier Il payroll towards the 3% substantial substitute.
However, since the Tier Il Hybrid Plans are cost sharing plans and the State and local governments
participating in the plans do not have separate Tier |l Hybrid Plan contribution rates, the rates shown on
Table 2(a) exclude the 3% Substantial Substitute contribution.

All employers in Tier [l must make an additional contribution, based on the payroll of their Tier Il
employees, towards the amortization of their Tier | unfunded liabilities. This additional contribution
rate is not shown on Exhibit 2(a) because it varies by employer. However, the additional amortization
payment for each fund is shown in Column 8 of Table 1(d). This additional amortization payment also
includes the payment for the 3% Substantial Substitute if applicable.

G R S Utah Retirement Systems 4



Contribution Rate Management Plan

As the financial condition of the funds in the System are expected to continue improving, it is necessary
to have a policy that reduces contribution rates in an orderly manner. The following is a summary of
the contribution rate management plan, or policy, that identifies the criteria for there to be a possible
reduction in the contribution rate.

As shown in the table below, the contribution rate management plan has multiple measures that each
must be fulfilled for the Board to certify a lower contribution rate. Using multiple measures provides a
balance of predictability and anticipated lower volatility in the contribution rate such that participating
employers can more easily budget for their anticipated pension cost.

Summary of Contribution Rate Management Plan

Change in
Maximum Actuarially Margin in Decrease in
Funded Ratio (FR) Effective Determined Contribution Board Certified
on an AVA Basis Funding Period® | Contribution Rate Rate? Contribution Rate
(1) (2) (3) (4) (5)
FR<90% | = --—-—-- No Reduction in Contribution Rate ---------- N/A
90% < FR < 95% 13 Years Decrease > 2.00% Max 0.50%
95% < FR < 105% 10 Years Decrease > 1.00% Max 1.00%
May not increase
0, 0, 0,
105% < FR < 110% N/A by more than 0.5% N/A Max 2.00%
110% < FR N/A N/A N/A Maintain 110% FR

1 The maximum effective funding period must be maintained after the contribution rate is reduced.

The contribution rate margin is the difference between the Board certified contribution rate and
the actuarially determined contribution rate.

2

The contribution rate management plan will be reviewed on the Tier 1 noncontributory public
employee funds, Tier 1 noncontributory public safety funds, and both Tier 1 firefighter funds. If there is
a decrease in the Board certified contribution rate for a noncontributory fund then there will also be a
corresponding decrease in the contribution rate for the paired contributory fund.

Due to the different risk profile of the Tier 1 higher education funds, the noncontributory fund must
have a funded ratio that is at least 110% before a reduction in the Board certified contribution rate is
considered. Also, this contribution rate management plan will not apply to the defined benefit portion
of the Tier 2 Public Employee Hybrid System or the Tier 2 Public Safety and Firefighter Hybrid System.

This year the Tier 1 Public Employee Local Government and State and School Funds, meet the criteria
for a reduction in the contribution rate for the fiscal year ending June 30, 2026. This is also the case for
several Tier 1 Public Safety Funds and the Tier 1 Firefighter Division B Fund.

G R S Utah Retirement Systems
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Financial Data and Experience

As of December 31, 2023, the retirement systems that are part of URS have a total market value of
$45.303 billion. This excludes assets of the defined contribution plans that are also administered by
URS. Assets of the various funds and systems are commingled for investment purposes. Financial
information was gathered from the 2023 URS Annual Comprehensive Financial Report, with additional
information provided by the URS staff.

This report includes a number of exhibits related to plan assets. Exhibit 11(a) shows how the total
market value is distributed among the various classes of investments. Currently, 63% of invested assets
are held in equities and alternative investments (excluding real assets).

Exhibit 11(b) provides a reconciliation of the market values between the beginning and end of 2023 for
each fund. The contributions shown in column 3 of Exhibit 11(b) include employer and member
contributions, as well as court fees and fire insurance premium tax receipts. The 3% substantial
substitute fund is shown as a separate item.

In determining the contribution rates and funded status of the funds, an actuarial value of assets (AVA)
is used, rather than the market value of assets. The method used to compute the AVA takes the
difference between actual earnings and expected earnings (based on the assumed rate of investment
return) each year, and recognizes the difference over five years, at 20% per year. This is intended to
reduce the volatility of the contribution rates from year to year. This “smoothed” asset value is then
subjected to the further constraint that the actuarial value of assets cannot be less than 75% or more
than 125% of the market value of assets. As of January 1, 2024, the five-year smoothed asset value is
$45.799 billion for all systems combined, or about 101% of the market value of assets.

During 2023, the total investment return on market values was 9.2%, as shown on Exhibit 12(a). This
return is net of all investment and administrative expenses. In addition to the market return, Exhibit
12(a) also shows the return on the actuarial value for URS. For 2023, this return was 8.5%. Because this
is more than the 6.85% investment return assumption, the plan experienced a gain on the actuarial
value of assets. Exhibit 12(b) shows a summary of market and actuarial return rates in recent years.
The development of the AVA is shown on Exhibits 13 and 14. URS staff prepared the initial calculation
of the AVAs and the these were reviewed and, if necessary, modified by GRS.

Some funds in the Contributory Public Employees System and the Contributory Public Safety System are
paired with funds in the Noncontributory Public Employees and Noncontributory Public Safety systems.
For example, Fund 23, Other Division A, in the Contributory Public Safety System is paired with Fund 43,
Other Division A, in the Noncontributory Public Safety System. In these cases, URS has established a
policy of maintaining either the same difference between contribution rates for pairs of funds, or it
maintains equal amortization percentages. To accomplish this, assets are transferred each year
between fund pairs, as necessary.

Exhibits 4(a) and 4(b) show the reconciliation of the contribution rates and the unfunded actuarial
accrued liabilities from the last valuation to this one, including the effect of asset and liability gains and
losses, changes in assumptions, changes in plan provisions, etc.
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Member Data

Member data was supplied by URS staff on electronic files as of December 31, 2023. While we did not
audit this data, we did perform various tests to ensure that it was internally consistent, consistent with
the prior year’s data, and was reasonable overall.

Compared to last year, the number of public employees increased from 98,682 to 100,805. Similarly,
the number of public safety and firefighters increased from 11,279 to 11,739. The following table
provides the number of Tier | and Tier Il employees as of the valuation date for these two groups.

Tier | and Tier Il Employee Count
Tier I
Tier Il Defined
Tier | Hybrid Plan Contribution® Total
All Public Employee Funds? 43,395 46,227 11,183 100,805
All Public Safety and Firefighter Funds 4,886 5,978 875 11,739

! Tier Il members electing the defined contribution plan will be moved into that plan after their first year of employment and their election becomes

irrevocable.
2 Excludes employees in the Judges and Governors and Legislative Retirement Funds.

For all the funds combined, the number of retirees (including disables and beneficiaries) increased from

78,422 to 80,391. There are 1.4 employees (including employees covered by the defined contribution
plan) for every retiree in the Retirement System.

Exhibit 8 shows the number of members by category (active, inactive, retired, etc.) and by fund. Exhibit
9 shows active member statistics by fund, and Exhibit 10 shows retiree statistics by fund. Exhibits 17(a)-

17(i) show summaries of certain historical data, including membership statistics, for each system.

G R S Utah Retirement Systems
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Benefit Provisions

Appendix 2 includes a summary of the benefit provisions for each of the retirement systems in URS.
There were no legislative changes enacted since the previous valuation that had a measurable effect on
this year’s actuarial valuation.

This valuation reflects all benefits promised to URS members, either by the statutes, or in the case of
the special supplement for the Governors’ and Legislators’ Retirement Plan and the ROPP payments
(discussed later), by the Board. There are no ancillary benefits that might be deemed a URS liability if
continued beyond the availability of funding by the current funding source.

G R S Utah Retirement Systems
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Actuarial Methods and Assumptions

The Board, in consultation with its actuary, sets the actuarial assumptions and methods used in the
valuation. Current Board policy is to have the actuary perform an experience study every three
years. In connection with the appropriate valuation, the actuary conducts a thorough review of
plan experience, and then makes recommendations to the Board.

There were no changes in the actuarial assumptions or methods since the prior actuarial valuation.
Please see Appendix 1 of this report for a complete description of these assumptions.
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Governors and Legislative Pension Plan

The Governors and Legislative Pension Plan (Leg/Gov Plan) is funded by direct appropriations rather
than through pay-period contributions. Since the plan continues to be less than fully funded as of
January 1, 2024, we are recommending an appropriation for fiscal year 2026. Please see Exhibit 16 for
the determination of the appropriation amount. We also anticipate that appropriations will be
recommended for each fiscal year for the next several years.

The Leg/Gov Plan is unique among the retirement systems in URS in that neither the benefits of the
plan nor the contributions to the plan are tied to member pay. As a result, the calculation of the
appropriation is performed in a slightly different manner than the determination of the contribution
rates for the other funds.

The Entry Age Normal level dollar approach is used to determine the normal cost and actuarial accrued
liabilities of the Leg/Gov Plan. This Entry Age Normal funding method is used to determine the cost
allocation of the contribution requirements because it produces a cost pattern that remains level over
time for individual members (if the assumptions are met). With the other URS systems, the cost is
determined so as to remain level as a percentage of pay over time. Since neither the contributions nor
benefits of the Leg/Gov Plan are pay related, we have determined the cost as a level dollar amount.
This method would normally be expected to produce appropriations that remain level over time (if the
actuarial assumptions are exactly met). However, because the Leg/Gov Plan is closed to new members
it is expected that the contributions will decrease over time as the number of active members decrease,
thereby decreasing the dollar amount of the normal cost in the future.

In addition, the determination of the amortization payment for amortizing the unfunded liabilities of
the system is determined using a level dollar approach over a closed funding period. This valuation
determines the appropriation for fiscal year 2026. Because of the lag between the determination of the
dollar contribution amount and the payment of the contribution, we included an adjustment for
interest in the determination of the appropriation. The recommended appropriation for fiscal year
2026 is $350,785. The allocation of this appropriation to the Governor’s Office, House, and Senate is
$39,920, $224,181, and $86,684, respectively.

The normal cost was allocated to the House and Senate based on their percentage of active positions
that are eligible for coverage (75 House members and 29 Senators). Additionally, the liability and
amortization charge were determined for the Governor’s office based on the percentage of the total
liability of the Plan attributable to the benefits being earned by the current governor as well as the
former governors’ benefits to whom benefits are currently payable. We then allocated the remaining
liability between the House and Senate in the same manner as the allocation of the normal cost.
Finally, the interest charge was allocated in proportion to the sum of the normal cost and amortization
charges.

We believe this procedure fairly allocates the required appropriation to the three entities.
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Higher Education

Beginning with the January 1, 2017 actuarial valuation, certain colleges and universities were assigned
to their own risk pool for benefits being earned in the Tier | Public Employees Contributory and
Noncontributory Retirement Systems. These entities at January 1, 2024 included:

e Utah Valley University e University of Utah

e Dixie State College e Utah State University

e Salt Lake Community College o Weber State University

e Snow College e University of Utah Hospital

e Dixie Technical College e Mountainland Technical College
e Space Dynamics Lab e Bridgerland Technical College

These employers are being assigned to these risk pools because they are classifying all new employees
as being ineligible for participation in URS. Because employer contribution rates for financing the
unfunded liability in Funds 12 & 16 include an assumption that covered payroll will increase in future
years, it is inappropriate to include employers whose covered membership (and thus covered payroll)
will decline in future years in the same risk pool.

Employees of these entities who are members in URS continue to earn benefits in the Tier | Public
Employees Retirement System but their liability, assets, contributions, and benefit payments will be
separately tracked in Funds 17 and 18. The liability for URS retirees who retired from one of these
entities and former employees of these entities with a vested retirement benefit are also included in
these funds. These two risk pool funds (Funds 17 and 18) are also paired such that the difference
between contribution rates for these funds remains a constant 4.49%, which is the same difference
maintained for Funds 12 and 16.

The minimum contribution requirement for these funds will be determined on a level-dollar basis over
a closed funding period (20 years from January 1, 2017). As of 2024, there are 13 years remaining in
the funding period. Since these funds are paired, these minimum contribution requirements will be
determined in aggregate (i.e. Funds 17 and 18 combined) and will also reflect the anticipated
amortization contributions received on the payroll of the employees that participate in the Tier Il
Retirement Systems. Finally, the contribution requirements are allocated to the individual employers.
As permitted by §49-11-301(5), the Board of Trustees may hold the contribution rates for these funds
at the prior year’s rate if it is higher and the Funds are not 110% funded. Based on this funding policy,
the contribution rate for the 2026 fiscal year for these funds will be the same contribution rate these
employers are currently contributing for the 2025 fiscal year.
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Firefighters and Judges Offsets

In 2019, the State began making $12 million in annual appropriations to the Tier | Firefighters System.
In addition, the State made a one-time appropriation $17.0 million in 2019. This system may also on
occasion receive a portion of the fire insurance premium taxes collected by the State of Utah.

Similarly, the Judges System regularly receives revenue from a portion of the court fees collected by the
state judiciary is contributed to the Judges System. To account for these expected revenue sources, the
recommended employer contribution rates for these funds are offset, or reduced.

For purposes of determining the offset for the Firefighter System, it is assumed this System will receive
$12 million in annual appropriations through fiscal year 2024. In general, revenue attributable to Fire
insurance premium taxes (if any) will be recognized as they are actually received rather than as an
offset to the contribution rates. The offset for the amortization costs is determined using the combined
payroll of Tier | and Tier Il. The offset for the normal cost, if any, is determined only using the expected
pay from Tier |. In addition, it is assumed that all of the offset will be contributed to Tier I.

During 2023, the System received approximately $11.3 million in tax receipts and appropriations that
were in excess of the expected $12 million. We have added this $11.3 million to the hypothetical
reserve account. Additional details of this calculation can be seen in Exhibit 2(b).

The gross employer contribution rate for both Firefighter funds remains larger than the offset, so
employers will be required to make contributions. Member contribution rates will remain at last year’s
rate of 15.05% and 16.71% for Division A and Division B respectively.

Since the portion of court fees that are contributed to the Judges System varies from year to year, a
rolling three-year average of the historical court fees is used as a basis for the expected receipts in
computing the offset for FY 2026. The offset is first applied to reduce the amortization cost. The
remaining offset (if any) will reduce the employer’s normal cost. The calculation of the offsets is shown
on Exhibit 2(b). Since the average court fees slightly decreased from the prior year as a percentage of
payroll, the offset for the Judges System will decrease from 6.15% to 5.86%.

The 2004 Legislature enacted legislation which created the Public Safety Retirees’ Cost-of-Living
Increases Restricted Account (Restricted Account). As a result of this legislation a portion of fire
insurance premium tax receipts that would normally have been contributed to the Firefighter System
may instead be redirected to this new account. No funds were transferred to this account in calendar
year 2023.
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3% Substantial Substitute

Due to the removal of the state income tax exemption for benefits paid by URS, legislation was passed
to provide a 3% retirement benefit increase for URS retirees who were members of URS prior to
January 1, 1989. All future retirees who were members of URS prior to January 1, 1989 will be eligible
for this benefit as well, as will beneficiaries of eligible members.

The 3% increase applies to all benefits paid to eligible members, including benefits earned after January
1, 1989 and including future cost-of-living increases. However, the 3% increase does not apply to
refunds of employee contributions or to the Restoration of Purchasing Power (ROPP) benefits; see the
next section.

Due to legislation passed in 1994, this benefit is now pre-funded. The obligation for payment of this
benefit belongs to the state, however, not to the employer. Therefore, the contribution needed to fund
the benefit is determined as an addition to the employer contribution rates required for the State and
School Funds in the Public Employees Contributory and Noncontributory Systems, the State of Utah
Public Safety System, and the Judges System. Contributions are also collected on the payroll of state
employees covered under the Tier Il systems.

The actuarially determined contribution required to pay for this benefit is 0.35%, 0.50% less than the
current contribution rate of 0.85%. Details of the calculation are shown in Exhibit 15(a), while Exhibit
15(b) shows a distribution of the liabilities associated with this benefit.

The Board has the authority, under Section 11-49-301(5), to hold the contribution rate for the
Substantial Substitute at 0.85% (last year’s rate).

G R S Utah Retirement Systems
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Restoration of Purchasing Power (ROPP)

URS provides a special benefit to a closed group of retired members. This benefit was granted by the
Board of Trustees, not by the legislature, and hence it does not appear in the statutes governing URS.
The Board provided this benefit, called the Restoration of Purchasing Power benefit or ROPP benefit, to
retired members during the 1980s, in order to counteract some of the impact of inflation.

The ROPP benefit is a fixed amount that does not increase and is not adjusted for changes in the cost of
living. It is provided only to the closed group of members who were retired at the time of the Board's
action. Therefore, since the group is closed and since the benefit amount cannot increase, this liability
decreases from year to year as the retiree group receiving the ROPP grows older and decreases in size
due to mortality.

Exhibit 5(e) shows the liabilities for the ROPP benefits in column 5.
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SECTION C

SUPPORTING EXHIBITS



EXHIBIT 1(A)

Comparison of Tier | Prior Year Certified and
Current Year Recommended Contribution Rates

Prior Year Valuation Current Year Valuation Increase/
Certified Rates for FY 2025 Recommended Rates for FY 2026 (Decrease)
Fund/Division Member  Employer Total Member  Employer Total in Total
(1) (2) (3) (4) (5) (6) (7) (8)
Public Employees Contributory
A. Local Government 6.00% 12.96% 18.96% 6.00% 11.96% 17.96% -1.00%
B. State and School 6.00% 17.20% 23.20% 6.00% 16.70% 22.70% -0.50%
C. Higher Education 6.00% 17.70% 23.70% 6.00% 17.70% 23.70% 0.00%
Public Employees Noncontributory
A. Local Government 0.00% 16.97% 16.97% 0.00% 15.97% 15.97% -1.00%
B. State and School 0.00% 21.69% 21.69% 0.00% 21.19% 21.19% -0.50%
C. Higher Education 0.00% 22.19% 22.19% 0.00% 22.19% 22.19% 0.00%
. Public Safety Contributory
A. Other Division A (2.5% COLA) 12.29% 22.29% 34.58% 12.29% 22.29% 34.58% 0.00%
Public Safety Noncontributory
A. State 0.00% 40.85% 40.85% 0.00% 40.35% 40.35% -0.50%
B. Other Division A (2.5% COLA) 0.00% 33.54% 33.54% 0.00% 33.04% 33.04% -0.50%
C. OtherDivision A (4% COLA) 0.00% 35.21% 35.21% 0.00% 34.71% 34.71% -0.50%
D. SaltLake City 0.00% 46.71% 46.71% 0.00% 46.71% 46.71% 0.00%
E. Ogden 0.00% 48.72% 48.72% 0.00% 48.72% 48.72% 0.00%
F. Provo 0.00% 42.23% 42.23% 0.00% 42.23% 42.23% 0.00%
G. Logan 0.00% 41.47% 41.47% 0.00% 40.97% 40.97% -0.50%
H. Bountiful 0.00% 50.38% 50.38% 0.00% 50.38% 50.38% 0.00%
I. Other Division B (2.5% COLA) 0.00% 32.57% 32.57% 0.00% 32.57% 32.57% 0.00%
J.  Other Division B (4% COLA) 0.00% 36.97% 36.97% 0.00% 35.97% 35.97% -1.00%
Firefighters
A. Division A
1. Gross Rate 15.05% 12.67% 27.72% 15.05% 12.67% 27.72% 0.00%
2. Less Estimated Offset 0.00% -11.06% -11.06% 0.00% -11.06% -11.06% 0.00%
3. NetRate 15.05% 1.61% 16.66% 15.05% 1.61% 16.66% 0.00%
B. Division B
1. Gross Rate 16.71% 15.40% 32.11% 16.71% 13.40% 30.11% -2.00%
2. Less Estimated Offset 0.00% -11.06% -11.06% 0.00% -11.06% -11.06% 0.00%
3. Net Rate 16.71% 4.34% 21.05% 16.71% 2.34% 19.05% -2.00%
. Judges
A. Gross Rate 0.00% 51.91% 51.91% 0.00% 51.91% 51.91% 0.00%
B. Less Estimated Offset 0.00% -6.15% -6.15% 0.00% -5.86% -5.86% 0.29%
C. NetRate 0.00% 45.76% 45.76% 0.00% 46.05% 46.05% 0.29%

Note: Rates reflect 3% Substantial Substitute where applicable.

The recommended contribution rate for the Public Employees Retirement Funds for FY 2025 and FY 2026

includes the cost of the 75% of pay active death benefit.
Recommended rates reflect application of U.C. Sec. 49-11-301(5)
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EXHIBIT 1(B)

Comparison of Tier Il Prior Year Certified and
Current Year Recommended Contribution Rates

Prior Year Valuation Current Year Valuation Increase/
Certified Rates for FY 2025 Recommended Rates for FY 2026 (Decrease)
Fund/Division Member  Employer Total Member  Employer Total in Total
(1) (2) (3) (4) (5) (6) (7) (8)
I.  PublicEmployees Contributory
A. Local Government 0.70% 16.95% 17.65% 0.81% 15.95% 16.76% -0.89%
II. Public Employees Noncontributory
A. Local Government 0.70% 15.19% 15.89% 0.81% 14.19% 15.00% -0.89%
B. State and School 0.70% 19.52% 20.22% 0.81% 19.02% 19.83% -0.39%
C. HigherEducation 0.70% 20.02% 20.72% 0.81% 20.02% 20.83% 0.11%
I11. Public Safety Contributory
A. Other Division A (2.5% COLA) 4.73% 25.35% 30.08% 4.73% 25.35% 30.08% 0.00%
IV. Public Safety Noncontributory
A. State 4.73% 32.04% 36.77% 4.73% 31.54% 36.27% -0.50%
B. Other Division A (2.5% COLA) 4.73% 25.33% 30.06% 4.73% 24.83% 29.56% -0.50%
C. OtherDivision A (4% COLA) 4.73% 26.49% 31.22% 4.73% 25.99% 30.72% -0.50%
D. Salt Lake City 4.73% 38.28% 43.01% 4.73% 38.28% 43.01% 0.00%
E. Ogden 4.73% 40.38% 45.11% 4.73% 40.38% 45.11% 0.00%
F. Provo 4.73% 33.69% 38.42% 4.73% 33.69% 38.42% 0.00%
G. Logan 4.73% 32.95% 37.68% 4.73% 32.45% 37.18% -0.50%
H. Bountiful 4.73% 40.97% 45.70% 4.73% 40.97% 45.70% 0.00%
I. Other Division B (2.5% COLA) 4.73% 24.03% 28.76% 4.73% 24.03% 28.76% 0.00%
J. Other Division B (4% COLA) 4.73% 28.02% 32.75% 4.73% 27.02% 31.75% -1.00%
V. Firefighters
A. Division A 4.73% 14.08% 18.81% 4.73% 14.08% 18.81% 0.00%
B. Division B 4.73% 14.08% 18.81% 4.73% 14.08% 18.81% 0.00%

Note: Recommended contribution rates include the contribution to the Tier Il DCPlan and the Tier | amortization cost

Rates reflect 3% Substantial Substitute where applicable

The contribution rates shown above include the cost of the 75% of pay active death benefit. The cost of the death
benefit forall publicemployee, public safety, and firefighter funds for FY 2025 and FY 2026 was 0.08%.
Recommended rates reflect application of U.C. Sec. 49-11-301(5)
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Development of Recommended Tier | Employer Contribution Rates

EXHIBIT 1(C)

Actuarially Contribution Recommended
Calculated Certified Rates Rate Larger of Rates Including
Rates for from Prior Management Columns 3% Substantial
Fund/Division Current Year* Year* Adjustment** (2 or 3+4)* Substitute
(1) (2) (3) (4) (5) (6)
l. Public Employees Contributory
A. Local Government 9.97% 12.96% -1.00% 11.96% 11.96%
B. State and School 12.81% 16.35% -0.50% 15.85% 16.70%
C. Higher Education 4.99% 16.85% 0.00% 16.85% 17.70%
II. Public Employees Noncontributory
A. Local Government 13.98% 16.97% -1.00% 15.97% 15.97%
B. State and School 17.30% 20.84% -0.50% 20.34% 21.19%
C. Higher Education 9.48% 21.34% 0.00% 21.34% 22.19%
1. Public Safety Contributory
A. Other Division A (2.5% COLA) 19.34% 22.29% 0.00% 22.29% 22.29%
IV. Public Safety Noncontributory
A. State 31.87% 40.00% -0.50% 39.50% 40.35%
B. Other Division A (2.5% COLA) 30.72% 33.54% -0.50% 33.04% 33.04%
C. Other Division A (4% COLA) 31.27% 35.21% -0.50% 34.71% 34.71%
D. Salt Lake City 36.49% 46.71% 0.00% 46.71% 46.71%
E. Ogden 36.04% 48.72% 0.00% 48.72% 48.72%
F. Provo 36.09% 42.23% 0.00% 42.23% 42.23%
G. Logan 33.14% 41.47% -0.50% 40.97% 40.97%
H. Bountiful 37.89% 50.38% 0.00% 50.38% 50.38%
I.  Other Division B (2.5% COLA) 31.93% 32.57% 0.00% 32.57% 32.57%
J. Other Division B (4% COLA) 19.98% 36.97% -1.00% 35.97% 35.97%
V. Firefighters
A. Division A 9.02% 12.67% 0.00% 12.67% 12.67%
B. Division B 0.00% 15.40% -2.00% 13.40% 13.40%
VI. Judges 44.21% 51.06% 0.00% 51.06% 51.91%
VIl. 3% Substantial Substitute 0.35% 0.85% 0.00% 0.85% N/A

* Rates exclude 3% Substantial Substitute

** Contribution rate adjustment based on prioryear's valuation. Conditions were metin the prioryear
but contribution rates were maintained for all funds due to current economic conditions.

Note: Rates shown for Firefighters and Judges exclude offsets for fire insurance premium tax and court fees

Rates include the cost of the 75% of pay active death benefit
Rates in Column (5) reflect application of U.C. Sec. 49-11-301(5).
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EXHIBIT 1(D)

Development of Recommended Tier Il Employer and Member Contribution Rates

Actuarially Recommended Employer Total Total Employer
Certified Rates Calculated Member Employer Rate -- Rate Employer Tier | Certified Rate on Behalf
from Prior Rates for Rate Tierll Max(2 and 3) Hybrid Tierll Amortization of Tierll
Fund/Division Year* Current Year* Hybrid Plan less(4)** Plan DC Rate % Members
(1) (2) (3) (4) (5) (6) (7) (8) (9)
I Public Employees Contributory
A. Local Government 10.70% 10.81% 0.81% 10.00% 0.00% 10.00% 5.87% 15.87%
Il.  Public Employees Noncontributory
A. Local Government 10.70% 10.81% 0.81% 10.00% 0.00% 10.00% 4.11% 14.11%
B. State and School 10.70% 10.81% 0.81% 10.00% 0.00% 10.00% 8.94% 18.94%
C. Higher Education 10.70% 10.81% 0.81% 10.00% 0.00% 10.00% 9.94% 19.94%
I11. Public Safety Contributory
A. Other Division A (2.5% COLA) 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 11.27% 25.27%
IV. Public Safety Noncontributory
A. State 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 17.46% 31.46%
B. Other Division A (2.5% COLA) 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 10.75% 24.75%
C. Other Division A (4% COLA) 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 11.91% 25.91%
D. SaltLake City 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 24.20% 38.20%
E. Ogden 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 26.30% 40.30%
F. Provo 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 19.61% 33.61%
G. Logan 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 18.37% 32.37%
H. Bountiful 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 26.89% 40.89%
I. OtherDivision B (2.5% COLA) 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 9.95% 23.95%
J.  Other Division B (4% COLA) 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 12.94% 26.94%
V. Firefighters
A. Division A 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 0.00% 14.00%
B. Division B 18.73% 18.64% 4.73% 14.00% 0.00% 14.00% 0.00% 14.00%

* Contribution rate forthe Tier |l defined benefit plan. The actuarially calculated rate for the current yearincludes the projected impact due to the delay between the valuation
date and the effective date of the higher contribution rate. Rates shown above do notinclude the cost of the 75% of pay death benefit provided to active members.
**The recommended contribution rate is equal to the greater of the calculated rate for the current year and the certified rate from the prior year,
less the member contribution rate to the hybrid plan.
Note: Tier | certified amortization rates include 3% Substantial Substitute where applicable.
Tier | certified amortization rates shown above are certified and maintained by the Board as permitted by U.C. Sec. 49-11-301(5).
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EXHIBIT 2(A)

Components of Actuarially Calculated Contribution Rates

Gross Net
Net 3% Employer Employer
Normal  Amortization Substantial Rate Rate’
Fund/Division Cost of UAAL Substitute (2+3+4) Offset (5-6)
(1) (2) (3) (4) (5) (6) (7)
I.  PublicEmployees Contributory
A. Local Government 6.60% 3.37% 0.00% 9.97% 0.00% 9.97%
B. State and School 6.38% 6.43% 0.35% 13.16% 0.00% 13.16%
C. Higher Education 6.00% -1.01% 0.35% 5.34% 0.00% 5.34%
II. Public Employees Noncontributory
A. Local Government 12.55% 1.43% 0.00% 13.98% 0.00% 13.98%
B. State and School 14.15% 3.15% 0.35% 17.65% 0.00% 17.65%
C. HigherEducation 13.44% -3.96% 0.35% 9.83% 0.00% 9.83%
I11. Public Safety Contributory
A. Other Division A (2.5% COLA) 15.40% 3.94% 0.00% 19.34% 0.00% 19.34%
IV. Public Safety Noncontributory
A. State 26.88% 4.99% 0.35% 32.22% 0.00% 32.22%
B. Other Division A (2.5% COLA) 26.78% 3.94% 0.00% 30.72% 0.00% 30.72%
C. Other Division A (4% COLA) 26.86% 4.41% 0.00% 31.27% 0.00% 31.27%
D. SaltlLake City 26.96% 9.53% 0.00% 36.49% 0.00% 36.49%
E. Ogden 26.95% 9.09% 0.00% 36.04% 0.00% 36.04%
F. Provo 27.04% 9.05% 0.00% 36.09% 0.00% 36.09%
G. Logan 27.23% 5.91% 0.00% 33.14% 0.00% 33.14%
H. Bountiful 26.97% 10.92% 0.00% 37.89% 0.00% 37.89%
I. OtherDivision B (2.5% COLA) 26.96% 4.97% 0.00% 31.93% 0.00% 31.93%
J. Other Division B (4% COLA) 26.97% -6.99% 0.00% 19.98% 0.00% 19.98%
V. Firefighters
A. Division A 12.19% -3.17% 0.00% 9.02% 11.06% 0.00%
B. Division B 10.25% -10.25% 0.00% 0.00% 11.06% 0.00%
VI. Judges 31.22% 12.99% 0.35% 44.56% 5.86% 38.70%
VII. Tierll - Hybrid Plans’
A. Public Employees 10.14% 0.67% 0.00% 10.81% 0.00% 10.81%
B. Public Safetyand Firefighter 17.84% 0.80% 0.00% 18.64% 0.00% 18.64%

' The net employerrate maybe less than the recommended contribution rates because they do not reflect
the Board's policy of maintaining the prior year's rate, if greater, as permitted by U.C. Sec. 49-11-301(5).

’The actuarially calculated contribution rate before reflecting the maximum employer contribution rate
to the hybrid plan. These rates also exclude the Tier | amortization payment and the 3% Substantial
Substitute. The normal cost excludes the 75% of pay death benefit provided to active members.
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EXHIBIT 2(B)

Determination of Contribution Rate Offsets for Firefighters and Judges

A. Firefighter