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OFFICE OF AUDITOR OF STATE

STATE OF IOWA
Rob Sand

Auditor of Stat
State Capitol Building uditor ot State

Des Moines, Iowa 50319-0006

Telephone (515) 281-5834

November 21, 2024

Peace Officers’ Retirement, Accident and Disability System
Des Moines, lowa

To the Members of the Peace Officers’ Retirement, Accident and Disability System:

I am pleased to submit to you the audit report for the Peace Officers’ Retirement, Accident and
Disability System — Schedule of Employer Pension Amounts for the year ended June 30, 2024. The
audit was performed in accordance with U.S. Auditing Standards and the standards applicable to
financial audits contained in Government Auditing Standards.
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I appreciate the cooperation and courtesy extended by the officials and employees of Peace Officers
Retirement, Accident and Disability System throughout the audit. If I or this office can be of any
further assistance, please contact me or my staff at 515-281-5834.

Sincerely,

~

Rob Sand
Auditor of State
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OFFICE OF AUDITOR OF STATE

STATE OF IOWA
Rob Sand

Auditor of Stat
State Capitol Building udrtor of State

Des Moines, Iowa 50319-0006

Telephone (515) 281-5834

Independent Auditor’s Report

To the Board of Trustees of the Peace Officers' Retirement, Accident and Disability System:

Report on the Audit of the Schedule

Opinion

We have audited the columns titled 2024 Employer Contributions, Net Pension Liability, Total
Deferred Outflows of Resources, Total Deferred Inflows of Resources and Pension Expense included in
the accompanying Schedule of Employer Pension Amounts as of and for the year ended June 30,
2024, and the related notes to the Schedule.

In our opinion, the Schedule referred to above presents fairly, in all material respects, the columns
titled 2024 Employer Contributions, Net Pension Liability, Total Deferred Outflows of Resources, Total
Deferred Inflows of Resources and Pension Expense as of and for the year ended June 30, 2024 in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Schedule section
of our report. We are required to be independent of the Peace Officers’ Retirement, Accident and
Disability System, and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audit. We believe the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Other Matter

We have audited, in accordance with U.S. generally accepted auditing standards, the financial
statements of the Peace Officers’ Retirement, Accident and Disability System as of and for the year
ended June 30, 2024, and our report thereon, dated November 21, 2024 expressed an unmodified
opinion on those financial statements.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the Schedule in accordance
with accounting principles generally accepted in the United States of America, and for the design,
implementation and maintenance of internal control relevant to the preparation and fair presentation
of the Schedule that is free from material misstatement, whether due to fraud or error.




In preparing the Schedule, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Peace Officers’ Retirement,
Accident and Disability System’s ability to continue as a going concern for twelve months beyond the
Schedule date, including any currently known information that may raise substantial doubt shortly
thereafter.

Auditor’s Responsibilities for the Audit of the Schedule

Our objectives are to obtain reasonable assurance about whether the Schedule as a whole is free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the Schedule.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the Schedule, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the
Schedule.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Peace Officers’ Retirement, Accident and Disability System’s
internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
Schedule.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Peace Officers’ Retirement, Accident and
Disability System’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.




Other Reporting Required by Government Auditing Standards

Our report on the Peace Officers’ Retirement, Accident and Disability System’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations, contract
and grant agreements and other matters required by Government Auditing Standards has been issued
with our report on the aforementioned financial statements of the Peace Officers’ Retirement, Accident
and Disability System dated November 21, 2024. The purpose of that report is solely to describe the
scope of our testing of internal control over financial reporting and compliance and the results of that
testing and not to provide an opinion on the effectiveness of the System’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Peace Officers’ Retirement,
Accident and Disability System’s internal control over financial reporting and compliance.

Brian R. Brustkern, CPA
Deputy Auditor of State

November 21, 2024




Peace Officers’

Retirement, Accident and Disability System

Schedule of Employer Pension Amounts

As of and for the Year ended June 30, 2024

Deferred Outflows of Resources

Differences
Differences Between
Net Between Projected and Total
2024 Pension Expected and Changes Actual Deferred
Employer Liability Actual of Investment Outflows of
Contributions June 30, 2024 Experience Assumptions Earnings Resources
$ 28,282,580 239,852,803 24,170,107 36,396,875 92,034,545 152,601,527

See Notes to Schedule of Employer Pension Amounts.




Deferred Inflows of Resources

Differences
Differences Between
Between Projected and Total
Expected and Actual Deferred
Actual Investment Inflows of Pension
Experience Earnings Resources Expense
1,055,231 72,790,611 73,845,842 47,957,599




Peace Officers’
Retirement, Accident and Disability System

Notes to Schedule of Employer Pension Amounts

June 30, 2024

(1) Plan Description

Plan Membership

The Peace Officers’ Retirement, Accident and Disability System is the administrator of a
single-employer defined benefit public employee retirement system that is a statewide
retirement system for peace officers in the lowa Department of Public Safety.

Plan Benefits

Plan benefits are established by state statute under Chapter 97A of the Code of lowa and may
be amended only by the State legislature.

1. Service Retirement Benefits — A member may retire with a service allowance after
completing twenty-two years of creditable service and attaining the minimum
service retirement age of fifty-five. The retirement allowance consists of a pension
equal to 60.5% of the member’s average final compensation plus an additional
2.75% for each year of service over twenty-two years, not to exceed ten additional
years, or a maximum of 88%. The member's average final compensation is the
average earnable compensation of the member during the member's highest three
years of service as a member of the Iowa Department of Public Safety.

2. Ordinary Disability Retirement Benefits — A member may retire on an ordinary
disability retirement allowance, provided the medical board, after a medical
examination of the member, has certified the member is mentally or physically
incapacitated for further performance of duty and such incapacity is likely to be
permanent and the member should be retired. The ordinary disability retirement
allowance consists of a pension which is equal to 50% of the member's average
final compensation, except if the member has not had five or more years of
membership service. Then the member will receive a pension equal to 25% of the
member's average final compensation. If the member has had twenty-two or more
years of membership service, the member shall receive the greater of the benefit
that would be payable under a service retirement if the member were fifty-five
years of age or 50% of the member's average final compensation.

3. Accidental Disability Benefit - A member who has become totally and permanently
incapacitated for duty as the result of an injury, disease or exposure occurring
while in the actual performance of duty will be retired by the Board of Trustees,
provided the medical board has certified such member is mentally or physically
incapacitated for further performance of duty, such incapacity is likely to be
permanent and the member should be retired. Upon retirement for accidental
disability, a member will receive an accidental disability retirement allowance
which consists of a pension equal to 60% of the member's average final
compensation. If the member has had twenty-two or more years of membership
service, the member will receive the greater of the benefit payable under a service
retirement if the member were fifty-five years of age or 60% of the member's
average final compensation.
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Ordinary Death Benefit — Upon the death of a member who has one or more years
of service and no pension payable for accidental death benefits, an amount equal
to 50% of the final year of compensation will be payable to the member's
beneficiary. If the member was in service at the time of death, the beneficiary, if
qualified, may elect to receive a pension equal to 40% of the average final
compensation, but not less than an amount equal to 25% of the compensation
paid to an active member having the rank of senior patrol officer of the Iowa
highway safety patrol payable immediately upon the death of the member. If the
member was not in service at the time of death, the pension will be reduced to a
prorated service allowance payable commencing when the member would have
attained the age of fifty-five.

In addition, immediately upon death, there will be paid for each child of a member
a monthly pension equal to 6% of the monthly earnable compensation payable to
an active member having the rank of senior patrol officer.

Accidental Death Benefit — Upon the death of a member as a result of an accident
or exposure occurring in the performance of duty, there will be payable to the
member's surviving spouse, children or dependent parent a pension equal to 50%
of the average final compensation of the member. If there is no surviving spouse,
children or dependent parent, the death will be treated as an ordinary death case
and the benefit will be payable to the member's estate.

In addition, immediately upon death, there will be paid for each child of a member
a monthly pension equal to 6% of the monthly earnable compensation payable to
an active member having the rank of senior patrol officer.

Line of Duty Death Benefit — Upon the receipt of evidence and proof the death of a
member in service was the direct and proximate result of a traumatic personal
injury incurred in the line of duty, the person authorized to receive an accidental
death benefit will receive a lump sum payment equal to $100,000.

Adjustments to Pensions — Each July 1 and January 1, if applicable, the following
adjustments are made: Monthly earnable compensation payable to an active
member of the same rank and position in the salary scale as was held by the
retired or deceased member at the time of the member’s retirement or death, for
July of the current year less that of the preceding July, times the following
percentages:

(1) 40% for members receiving a service retirement allowance and for
beneficiaries receiving an accidental death benefit.

(2) 40% for members with five or more years of membership who are
receiving an ordinary disability benefit.

(3) 40% for members receiving an accidental disability benefit.
(4) 24% for members with less than five years of membership who are
receiving an ordinary disability benefit and for beneficiaries receiving an

ordinary death benefit.

(5) 50% of the amount which would have been added to the benefit of the
retired member for surviving spouses.
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Additionally, the following amounts will be added to a member’s or beneficiary’s
monthly pension:

Years Since

Retired * Amount
0-4 $ 15
5-9 20

10 - 14 25
15-19 30
20 or more 35

* Measured in whole years.

The way the flat escalator was applied changed effective July 1, 2010. Prior to
2010, the amount increased for each year after retirement.

Surviving children’s pensions are adjusted each July to equal 6% of monthly
earnable compensation payable to an active member having the rank of senior
patrol officer of the state patrol.

Vested Membership — A member leaving covered employment before attaining
retirement age but after completing at least four years of covered service is entitled
to receive a service retirement allowance upon attaining the minimum service
retirement age provided his or her accumulated contributions have not been
withdrawn.

Contributions — Contributions to the System are made pursuant to Chapter 97A of
the Code of Iowa. Member contribution rates enacted by the 2010 Legislature
changed the scheduled contribution rates for both the employee and the employer.
Employee contributions increased 0.5% each year, for four years, beginning at
9.35% in fiscal year 2011 and increasing to 11.40% on July 1, 2014. The 11.40%
contribution rate beginning July 1, 2014 includes .05% for the cost of the cancer
and infectious disease presumption. The employer rate increased 2% from 35%
for fiscal year 2017 to 37% in plan year 2018 and thereafter. The State also began
contributing an additional $5.0 million each year, beginning July 1, 2013, until
the funded status of the System attains 85%. On May 27, 2016, the Governor
signed House File 2459 limiting the additional appropriation for fiscal year 2017
to $2.5 million. The supplemental contribution returned to $5.0 million for fiscal
year 2018 and is expected to remain at that level.

The member contribution required and contributed was $7,620,223, representing
11.40% of current year covered payroll. The State contribution required by
statute and the amount actually contributed was $28,282,580. $5,000,000 of the
State contribution was an annual appropriation, which was in addition to the
required employer 37% contribution rate. Costs of administering the plan are
financed through employer contributions and investment income.
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(2)

(3)

Summary of Significant Accounting Policies

A.

Basis of Presentation

Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and
Financial Reporting for Pensions, requires certain information be provided about the
System. The Schedule of Employer Pension Amounts (Schedule) provides this required
pension information to the State of lowa for inclusion in its financial statements.

The underlying financial information used to prepare the Schedule is based on the
System’s financial statements which are prepared using the accrual basis of
accounting. Plan member contributions are recognized in the period in which the
contributions are due. System contributions are recognized when due and the System
has made a formal commitment to provide the contributions. Benefits and refunds are
recognized when due and payable in accordance with the terms of the plan.

The Schedule is intended to present the information required by GASB Statement
No. 68 and not to present the financial position of the System or the State of lowa.

The System issues a publicly available financial report which includes financial
statements and required supplementary information. The report may be obtained by
writing to the Iowa Department of Public Safety, Peace Officers’ Retirement, Accident
and Disability System, Public Safety Building, 215 East 7t Street, Des Moines, Iowa
50319.

Deferred Outflows of Resources and Deferred Inflows of Resources

Differences Between Projected and Actual Earnings — The differences between projected
and actual earnings on System investments are recognized over a five-year period.
Non-current amounts are presented as deferred outflows of resources and deferred
inflows of resources in the Schedule. Current amounts are included as pension
expense.

Differences Between Expected and Actual Experience and Changes of Assumptions -
The differences between expected and actual experience and changes of assumptions
are recognized over the average remaining service life for all members which is
5.76 years. Non-current amounts are presented as deferred outflows of resources or
deferred inflows of resources in the Schedule. Current amounts are included as
pension expense.

Net Pension Liability

The components of the net pension liability of the System at June 30, 2024 are as follows:

Total pension liability $ 988,955,331
Plan fiduciary net position 749,102,528
Net pension liability $ 239,852,803

Plan fiduciary net position as a percentage
of the total pension liability 75.75%
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Actuarial Assumptions — The total pension liability was determined by an actuarial valuation
as of July 1, 2024 using the following actuarial assumptions and the entry age normal
actuarial cost method applied to all periods included in the measurement:

Inflation: 2.50%.
Salary increases: 4.00% to 8.50%, including inflation.
Investment rate of return: 6.50% compounded annually, net of

investment expense, and including inflation.

Pre-retirement mortality rates were based on the Pub-2010 Safety Employees Median
Mortality Table, set back 2 years for males and females, projected generationally using Scale
MP-2021. Post-retirement mortality rates for retirees were based on the Pub-2010 Safety
Retirees Median Mortality Table, set back 2 years for males and females, projected
generationally using Scale MP-2021. Post-retirement mortality rates for beneficiaries were
based on the Pub-2010 Contingent Survivors Mortality Table, set back 2 years for males and
females, projected generationally using Scale MP-2021. Disability mortality rates were based
on the Pub-2010 Safety Disabled Retirees Mortality Table, set back 2 years for males and
females, projected generationally using Scale MP-2021.

The actuarial assumptions used in the valuation are based on the results of the actuarial
experience study covering the five-year period ended June 30, 2021.

The long-term expected rate of return on pension plan investments is reviewed on a regular
basis as part of the experience study. Several factors are considered in evaluating the long-
term rate of return assumption, including the long-term historical data, estimates inherent in
current market data and an analysis in which best-estimate ranges of expected future real
rates of return (expected returns, net of investment expense and inflation, along with
estimates of variability and correlations) were developed for each major asset class. These
ranges were combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and then adding
expected inflation. The target allocation and best estimates of arithmetic real rates of return
for each major asset class are summarized as follows:

Long-Term

Target Expected
Asset Class Allocation Real Rate of Return
U.S. Large Cap Equities 20.00% 4.71%
U.S. Small Cap Equities 15.00 5.86
International Equities 18.75 5.28
Emerging Markets 6.25 9.40
Private Equity 5.00 10.06
U.S Aggregrate 17.75 0.67
High-Yield Corporate 2.25 3.39
Private Debt 5.00 5.89
Real Estate - Core 4.00 3.97
Real Estate - Noncore 6.00 5.68
Total 100.00%
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Discount Rate — The discount rate used to measure the total pension liability was 6.50%.
The projection of cash flows used to determine the discount rate assumed plan contributions
from members and the State will be made at the current contribution rates as set in State
statute:

a. Employee contribution rate: 11.40%.

b. State contribution rate: The lesser of 37.00% of payroll and the actuarial rate, but
not less than 17.00% of payroll.

c. Supplemental State contributions: $5.0 million until the System is at least 85%
funded. Based on the July 1, 2024 actuarial valuation, supplemental payments are
expected for 20 more years.

d. Administrative expenses for the current and future years were assumed to be 0.62%
of the current members’ proportionate share of covered payroll.

Based on those assumptions, the System fiduciary net position is projected to be available to
make all projected future benefit payments to current members. Therefore, the long-term
expected rate of return on System investments of 6.50% was applied to all periods of
projected benefit payments to determine the total pension liability. The municipal bond rate
was not used in determining the discount rate, but if it were required, the rate would have
been 3.94%. The projected future benefit payments for all current plan members were
projected through 2123.

Sensitivity Analysis — The sensitivity of the net pension liability to changes in the discount
rate presents the net pension liability of the System, calculated using the discount rate of
6.50%, as well as the System’s net pension liability calculated using a discount rate that is
1% lower (5.50%) or 1% higher (7.50%) than the current discount rate:

1% Current 1%
Decrease Discount Rate Increase
(5.50%) (6.50%) (7.50%)
Net pension liability $ 386,243,152 239,852,803 121,371,152
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Deferred Outflows and Deferred Inflows of Resources

The summary of the amounts of Deferred Outflows of Resources and Deferred Inflows of
Resources as of June 30, 2024 is as follows:

Balance Balance
Year of Amortization Beginning End
Deferral Period of Year Additions Deductions of Year
Deferred Outflows of Resources:

Differences between projected 2019 Syears $ - - - -
and actual experience 2020 5 years - - - -
2021 S years - - - -
2022 5 years 647,939 - 190,012 457,927
2023 5 years 9,551,858 - 1,998,297 7,553,561
2024 5 years - 19,553,287 3,394,668 16,158,619

$ 10,199,797 19,553,287 5,582,977 24,170,107

Changes of assumptions 2019 5.41years $ - - - -

2020 5.54 years 11,885,014 - 7,717,543 4,167,471

2021 5.46 years - - - -

2022 5.41 years 45,602,601 - 13,373,197 32,229,404

2023 5.78 years - - - -

2024 5.76 years - - - -

$ 57,487,615 - 21,090,740 36,396,875

Differences between projected 2020 5years $ - - - -

and actual earnings 2021 5 years - - - -

2022 5 years 138,051,818 - 46,017,273 92,034,545

2023 5 years - - - -

2024 S years - - - -

$ 138,051,818 - 46,017,273 92,034,545

Total deferred outflows of resources $ 205,739,230 19,553,287 72,690,990 152,601,527
Deferred Inflows of Resources:

Differences between expected 2019 5.41 years $ 111,478 - 111,478 -

and actual experience 2020 5.54 years 1,547,544 - 1,004,898 542,646

2021 5.46 years 863,670 - 351,085 512,585

2022 5.41 years - - - -

2023 5.78 years - - - -

2024 5.76 years - - - -

2,522,692 - 1,467,461 1,055,231

Differences between projected 2020 5 years $ 6,197,595 - 6,197,595 -

and actual earnings 2021 5 years 67,259,860 - 33,629,929 33,629,931

2022 5 years - - - -

2023 5 years 17,289,941 - 4,322,485 12,967,456

2024 5 years - 32,741,530 6,548,306 26,193,224

$ 90,747,396 32,741,530 50,698,315 72,790,611

Total deferred inflows of resources $ 93,270,088 32,741,530 52,165,776 73,845,842
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Pension Expense

The summary of pension expense for the year ended June 30, 2024 is as follows:

Service cost at end of year

Interest on total pension liability

Expensed portion of current-period difference between
expected and actual experience in the total pension liability

Employee contributions

Projected earnings on plan investments

Expensed portion of current-period differences between
projected and actual earnings on plan investments

Administrative expenses

Recognition of beginning deferred outflows of resources

Recognition of beginning deferred inflows of resources

Total pension expense

$ 19,327,466
59,245,888

3,394,668
(7,620,223)
(43,879,939)

(6,548,306)
359,193

69,296,322

(45,617,470)

$ 47,957,599
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Peace Officers’
Retirement, Accident and Disability System

Staff

This audit was performed by:

Brian R. Brustkern, CPA, Deputy
Jennifer L. Wall, CPA, Manager
Kerillos M. Hana, Staff Auditor
Jared A. Marshall, Staff Auditor
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