URS Funding Update

Report to the Retirement and Independent Entities Interim Committee
June 22, 2020
Financial Highlights
Utah Retirement Systems (URS) audited financial information for the year ended December 31, 2019, is provided
in its latest 356-page Comprehensive Annual Financial Report (CAFR), which is available online at
http://newsroom.urs.org/2019-comprehensive-annual-financial-report.

The URS Defined Benefit (DB) Fund returned 14.45% as its investment rate of return in 2019, more than doubling
the assumed yearly investment rate of return of 6.95%. The 2019 net investment income of the Fund was $4.4

billion (a record one-year high).
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At year’s end, the funded ratio increased to 91.7% on a market value of assets basis and 88.5% on an actuarial
value of assets basis, making URS one of the most well-funded statewide pension plans in the nation.
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URS has significant economic and social impact on the state with $1.76 billion in DB pension payouts made to
retirees in 2019. Over the last 10 years, contributions and investment earnings have exceeded benefit payments
by $17.3 billion.

The URS Defined Contribution Savings Plans had great experience in 2019 (all record highs):
e Member account balances (401(k), 457, and Roth and Traditional IRAs) reached $6.7 billion
e Netincrease in all balances was over $1.08 billion
e Employee and Employer Contributions were $428.6 million
e Benefit payments from accounts totaled $376.9 million

Contribution Rates
URS will report to the committee on preliminary FY 2021-22 contribution rates this fall. These will reflect the 2019

investment gains and an actuarial experience study of the five-year period ending on December 31, 2019, which is
currently being performed by URS’ consulting actuary. Rate recommendations to the Retirement Board are based
on that information and the Board approves preliminary rates (usually in August) each year.

Preliminary, current, and historical contribution rates may be accessed at http://newsroom.urs.org/contribution-

rates.

2020 and Beyond
While 2019 was a good year for the Fund, we know that the COVID-19 pandemic presents challenges in 2020.

The Retirement Board continues to monitor, analyze, and manage the Fund’s investments. We don’t expect, nor
do we need, lofty returns year after year. Our Fund is built to maximize long-term returns throughout all types of
market cycles, with an emphasis on downside protection.

The Fund has $1.2 billion in deferred gains since actual investment earnings exceeded expected earnings in recent
years. Because retirement funding and rates are based on a rolling five-year average, these deferred gains will
help smooth out losses and will reduce the volatility of the contribution rates from year to year.

The 2020 performance is uncertain until the end of this calendar year but will eventually be included in the
calculation of preliminary FY 2022-23 rates, which will occur next year in accordance with the established
processes.

We have many to thank for Utah’s strong and well-funded retirement systems. Our participating employers share
our long-term perspective and are committed to responsible funding today for the sake of a healthy, sustainable
pension Fund tomorrow. Legislators and other elected officials have also demonstrated their commitment to
responsible benefit plans and funding requirements.
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