BiiSiness Journal

Arizona pensions face $13B funding shortfall
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Arizona’s public pension funds have funding shortfalls of as much as $13 billion, according to a new
financial report.

A new financial analysis by Pew Center on the States and the Laura and John Arnold Foundation
found Arizona’s pension fund investments took it on the chin during the two big stock market crashes
over the past decade.

Those stock market crashes resulted in the pension fund annual rate of return on investment coming in
at 5.2 percent instead of the projected 8 percent return.

That is part of the financial peril facing Arizona’s four largest public pension plans.
Those government pension plans have collective assets of $35.6 billion, but liabilities of $48.6 billion,
according to the Pew/Arnold study.

The pensions also have seen, and will continue to face higher payouts as government workers retire.
The shortfall projections are for the Arizona State Retirement System (ASRS), Public Safety
Personnel Retirement System, Corrections Officer Retirement Plan and Elected Officials Retirement
Plans.

Those plans cover both state and local government workers.

The ASRS is the largest of those plans with $28 billion in assets and $37 billion in liabilities and
obligations.

The shortfalls have Arizona Treasurer Doug Ducey calling for pension reforms and cautioning it will
not be an easy task.

“We need to make the necessary adjustments so these systems have the ability to pay those who have
earned these benefits well into the future,” said Ducey, the former CEO of Cold Stone Creamery.

Ducey recently led the successful opposition campaign against a permanent extension of a temporary 1
percent state sales tax increase. That increase brought in between $900 million and $1 billion and runs
out next year.
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