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Mission Statement, Goals, Focus Areas

MISSION STATEMENT

To provide financial security and peace of mind for Missouri’s public education community.

GOALS

To manage the Systems in
a prudent and cost-efficient
manner while continuing to

To provide retirement
security to Missouri’s

educators and education
employees after a full
career of service.

provide exceptional service
to our members.

FOCUS AREAS

Culture of
Excellence

System & Financial

Stability
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Economic Impact

The benefits distributed by PSRS/PEERS make a sizable contribution to Missouti’s economy and help Missouri
public schools attract and retain quality teachers and education employees.

As of June 30, 2023, approximately 107,000 individuals received benefits from PSRS/PEERS. Total annual benefits
paid for the one-year period ended June 30, 2023 were over $3.6 billion. Of this amount, almost $3.2 billion, or 88%,
was distributed among Missouri’s 114 counties, positively impacting the state’s economy.
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Embracing Change for
Long-Term Success

Like any type of organization, pension plans must adapt
and embrace change. Successful, planned and
strategically orchestrated change allows us to thrive and
reach our goals.

At PSRS/PEERS, we welcome opportunities to
improve, and that gives us a distinct advantage. For us,
meaningful change involves all areas of our business,
including internal processes, technology upgrades,
member and employer interactions, investment portfolio
construction and legislative enhancements.

Enhanced Employee Engagement:
Hybrid Work

We began a trial of remote work for our staff in
2018-2019, as part of our overall business continuity and
disaster recovery planning. As a result, we had the
technology and procedural foundations in place for
large-scale remote work when it became necessary
during the COVID-19 pandemic in 2020-2021.

Although staff returned to the office in 2021, many
expressed a desire to work on a hybrid schedule,
working remotely part of each week. We have integrated
this into the work schedules of many employees.
Flexible, hybrid work schedules have successfully
provided improved employee engagement and retention,
without sacrificing the quality or quantity of the work

performed.
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Enhanced Employer Reporting
Experience: Employer Web Portal

In March 2020, we began work on a new and improved
Employer Web Portal (EWP). EWP is the online system
our partner-employers use to report payroll data and
contributions. The information they provide is used to
determine our members’ service and retirement

eligibility.

The goal of the EWP rewrite was to create a robust,
intuitive and user-friendly employer reporting
experience. Many of the changes were based on
teedback from our employers. The new EWP went live
in early 2023. Now, employers can submit data, get
messages and view outstanding invoices all in one place.
Our employers have been complimentary of the simpler
processes, helpful new calculators and wizards
incorporated into the system to make their reporting
easier and more accurate.

Enhanced Investment Efficiency and
Productivity: Horizon

Managing Our Future
(& o

Our investment staff manages a large, world-class
investment program that requires work involving many
contacts and relationships that must be tracked.
Horizon, our internally developed investment
application, was originally created to streamline and
manage the deal flow of our Private Equity, Private
Credit and Private Real Estate portfolios.

The application went live in 2020 but has since been
built out to include a customer relationship management
module for all of our investment manager, consultant
and advisor relationships, as well as a securities litigation
module. Currently, we are working on expanding
Horizon to include the full lifecycle of all the Systems’
investment portfolios.

Enhanced Educator and School
Opportunity: Legislation

The PSRS/PEERS Boatd of Trustees supports
retirement system legislation that helps our members
and participating employers, while causing no harm to
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them or the Retirement Systems. Legislative change can be a powerful way to provide our schools and our members
with new opportunities and beneficial programs.

In 2022, legislation was passed to help address statewide teacher shortages by waiving all working after retirement
limits for PSRS/PEERS retirees who return to work for covered employers as substitute teachers. This work limit
waiver remains in effect through June 30, 2025. The Systems’ external actuaries have emphasized the importance of
such legislation to be temporary and that any permanent increase or removal of such limits would likely come with a
significant fiscal cost to the Systems.

During the 2023 Missouri legislative session, legislation was passed to provide even more support in this area,
increasing work limits for PSRS retirees working in non-certificated positions, and for PSRS /PEERS retirees working
in positions declared as having a critical shortage of qualified applicants.

1 T
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From left to right: House Pensions Committee Chairman Barry Hovis, PSRS /PEERS Chief Counsel Mike Moorefield, PSRS/PEERS Excecutive
Director Dearld Snider, Governor Mike Parson (seated), a constituent of Senator Rusty Black and Senator Rusty Black.

In addition, legislation was passed to help encourage experienced teachers to stay in the classroom longer by restoring
a higher retirement benefit factor for PSRS members who retire with 32 or more years of service. This new provision
resulted in an actuarial gain of $242.3 million.

These are just a few improvements achieved by embracing change. We recognize that change provides us with
ongoing opportunities and look forward to even more positive outcomes in the years ahead. Embracing change isn’t
just a choice, it is a necessity as we move forward. By harnessing the power of change, we are better positioned for
success in the ever-evolving public pension landscape.




Board of Trustees
As of June 30, 2023

The PSRS/PEERS Board of Trustees is
charged by law with the administration of
PSRS/PEERS. Trustees are committed to
providing services to the members and
beneficiaries professionally, promptly,
courteously and efficiently. The Board
meets regularly six times a year, with
special meetings called as necessary.

It is the fiduciary responsibility of those
charged with the administration of PSRS
and PEERS to:

*  Effectively collect contributions,

*  Prudently invest the assets to obtain
optimum returns,

*  Equitably provide benefits,

* Impartially and in accordance with
applicable law administer the benefit
programs, and

*  Set contribution rates that are
adequate to fund promised benefits.

The seven-member Board consists of
three elected PSRS active members; one
elected PEERS active member; and three
governor-appointed trustees, one of whom
must be a2 PSRS or PEERS retiree.
Trustees serve four-year terms and serve
without compensation.

NOTE: As of June 30, 2023, an appointed Trustee

position was vacant.

Dr. Eric Park
Appointed Trustee

Dz. Kyle Collins
Elected PSRS Trustee
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Drz. Jason Steliga, Chair Beth Knes, Vice Chair
Elected PSRS Trustee

Appointed Trustee

Allie Gassmann
Elected PEERS Trustee

Katie Webb
Elected PSRS Trustee
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Administrative Organization

As of June 30, 2023

Dearld Snider Craig Husting, CFA Sarah Swoboda
Executive Director Chief Investment Officer Chief Operating Officer
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Transmittal Letter

FESRS PLE R

December 1, 2023
To the Board of Trustees and Members of the Retirtement Systems:

On behalf of all management and staff, it is our pleasure to present the Annual Comprehensive Financial Report
(ACFR) of the Public School Retirement System of Missouri (PSRS) and the Public Education Employee Retitement
System of Missouri (PEERS) for the fiscal year ended June 30, 2023.

The Systems’ mission of providing retitement security to Missouri’s educators in the most efficient and cost-effective
manner possible is unwavering. Providing secure and well-funded benefits at the highest level of service for our members
is the ultimate goal now and into the future. While the Systems’ mission remains the same as it has for the past seven
decades, we must continuously adapt and embrace change to achieve long-term success. At PSRS/PEERS, the
willingness and ability to adapt is something we meet not with trepidation but with resolve. This is a long-standing
mindset of the Systems, and it has resulted in making PSRS/PEERS one of the strongest and best funded public pension
funds in the nation. We have and continue to navigate challenges large and small. In recent years, volatile investment
markets, high inflation, rising interest rates and a worldwide pandemic all reminded us that we must adapt to succeed.
The Systems have historically been and continue to be, a forward-thinking organization. Even after 77 years in the public
pension industry, we continue fo adapt to succeed, be proactive and excel. Our members can rest assured that their
Retirement Systems remain financially stable and well-funded. We will continue to adapt and serve with excellence now
and in the future.

This letter provides a brief overview of the contents of the ACFR. We encourage you to read the Management’s
Discussion and Analysis on pages 21 to 29 for a more detailed analysis of our financial position for the fiscal year.

In addition to providing information to our Board of Trustees and members concerning the financial condition of the
Systems, this report also meets our reporting requirements under Sections 169.020.(4).16 and 169.450.(4).11 of the
Revised Statutes of Missouri (RSMo). Printed copies are available to the public upon request and the complete report is
also posted on our website, www.psts-peers.org.

Report Contents and Structure

Responsibility for the preparation, accuracy, and completeness of this report, including all disclosutres, rests with the
management staff of PSRS/PEERS. The Systems’ financial statements are prepared in accordance with U.S. generally
accepted accounting principles (GAAP) within the guidelines established by the Governmental Accounting Standards
Board (GASB). To the best of our knowledge, the enclosed data is accurate in all material respects and fairly presents our
financial position and operating results.

The management of the Systems is responsible for internal accounting controls, which are designed to provide
reasonable but not absolute assurance that the financial statements ate free of any material misstatements and assets are
safeguarded. The cost of internal controls should not exceed the benefits to be derived. The Systems employ two internal
auditors who perform operational reviews to ensure that the internal controls are functioning effectively. We believe the
internal controls in place are adequate to meet the purpose for which they were intended.

Our independent external auditors, selected by the Board of Trustees, have conducted an audit of the basic financial
statements in accordance with U.S. generally accepted auditing standards. This audit and the financial statements and
related footnotes are presented on pages 19 to 64 of this report.

Location Mail Website
Phone Toll Free FAX Email
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Transmittal Letter, continued

Overview of the Retirement Systems

The Public School Retirement System of Missouri (PSRS), a cost-sharing multiple employer retirement system, was
established in 1945 (and became operative on July 1, 19406) by the Missouri legislature to provide certificated public
school employees and their families with a significant and stable source of retirement income, disability, and survivor
benefits. The majority of PSRS members do not contribute to Social Security.

The Non-Teacher School Employee Retirement System of Missouri (NTRS), also a cost-sharing multiple employer
retirement system, was established in 1965 by the Missouri legislature to build a plan similar to PSRS, but for non-
certificated public-school personnel. The name of the non-teacher system was changed to the Public Education
Employee Retirement System of Missouri (PEERS) in August 2005 to represent the members of the System more
positively. Members of PEERS contribute to Social Security.

PSRS and PEERS are governed jointly by a seven-member Board of Trustees, composed of three elected active PSRS
members, one elected active PEERS member and three members appointed by the governor.

Unlike most public pension systems, the members of PSRS and PEERS and their employers share equally in funding the
contributions to the Retirement Systems. The contribution rates in total approximate the contribution rates of similar
public plans. However, this funding mechanism has kept the employer contributions lower and the employee
contributions higher than many similar public plans.

The combined Systems serve over 307,000 total members in 535 school districts and other employers. As of June 30,
2023, over 107,000 individuals received retirement benefits from the Systems. Total annual benefits paid were over $3.6
billion for the year ended June 30, 2023. At June 30, 2023, PSRS/PEERS had a net position of approximately $55.2
billion, making it larger than all other public retirement systems in the state of Missouri combined.

Legislative Changes During Fiscal Year 2023

During the fiscal year, the General Assembly passed legislation (CCS SB 20 and HCS SS SB 75), referred to as Senate Bill
20 and Senate Bill 75, impacting the Systems. Governor Michael L. Parson signed both pieces of legislation on July 6,
2023. The legislation restores the 2.55% benefit factor for PSRS members and increases working after retirement limits
for PSRS retirees working in non-certificated positions, among other changes. The restoration of the 2.55% benefit
factor for PSRS members resulted in an actuarial gain of $242.3 million. All other legislative changes are estimated to
have no significant fiscal impact on the Systems.

Senate Bill 20 and Senate Bill 75 contain several provisions, listed below, which took effect August 28, 2023.

*  Restored the 2.55% benefit factor for PSRS members who have 32 or more years of service at retirement.
Between July 1, 2001, and July 1, 2014, PSRS members could retire with a 2.55% benefit factor with 31 or more
years of service.

e Increased the salary limit for PSRS retirees working in non-certificated positions to 133% of the annual Social
Security earnings limit from August 28, 2023 to June 30, 2028, and then to 100% of the annual Social Security
earnings limit thereafter.

*  Modified the Critical Shortage Employment provision to expand the allowed lifetime limit on time worked from
two years (24 months) to four years (48 months) and increase the potential number of Critical Shortage
positions available for PSRS retirees who are teaching.

e Allowed certain retirees who nominated a same-sex domestic partner as beneficiary for lifetime monthly benefits
under a Joint-and-Survivor benefit plan to have their monthly retirement benefit “pop-up” to the amount they
would have received if they had not elected to receive reduced monthly benefits.

The only variance for the Systems between Senate Bill 20 and Senate Bill 75 is the fact that Senate Bill 20 did not include
the “pop-up” provision for certain retirees who nominated a same-sex domestic partner. Therefore, throughout this
publication the Systems focus on the impacts of Senate Bill 75 as the legislation fully encompasses all changes made
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by Senate Bill 20. The Systems are grateful for legislation that assists our members, retirees and partner-employers in
adapting to the many challenges they are facing, while maintaining the financial integrity of the Systems.

Funding Status and Valuation Results

The Board of Trustees evaluates a large amount of information each year including, but not limited to, the annual
actuarial valuations prepared by the Systems’ external actuaries, PwC US. Annually, the Board of Trustees reviews the
sensitivities to changes in cost-of-living adjustment (COLA) assumptions, inflation projections, and investment returns.
The Systems completed comprehensive experience studies in May 2021. All economic and demographic assumptions
were reviewed and certain assumptions were updated, whete appropriate, based on the results of the studies and effective
with the June 30, 2021 valuations. For the June 30, 2022 valuations, the long-term inflation assumption was re-evaluated
considering the current inflationary environment, short- and long-term inflation assumptions reflected in the capital
market forecasts from various investment advisors and analysts, and volatility of capital market assumptions in recent
years. A large amount of data was considered including the abnormal volatility of recently observed inflation and the
unprecedented efforts by the Federal Reserve Open Market Committee to reduce inflation. Based on this information,
the current long-term inflation assumption and the related COLA assumption were not adjusted. For June 30, 2023, the
assumption was again revisited due to continued elevated inflation. After a detailed review, no changes were made to the
assumption for the current year. We continue to monitor data sources and the effectiveness of the Fed's actions in
reducing inflation in determining whether the long-term inflation assumption or COLA assumption should be updated
before the next experience studies.

Due to the passage of Senate Bill 75, selected PSRS retirement rate assumptions were amended at the October 30, 2023
Board meeting and effective for the June 30, 2023 PSRS valuation. There were no other assumption changes for PSRS
and no assumption changes for PEERS. Based on the results of the actuarial valuations, inflation analysis, and sensitivity
analysis, the Board of Trustees did not make any additional amendments to the Systems” Actuarial Funding Policies,
beyond the PSRS Retirement Rates. The Board of Trustees had last revised the Actuarial Funding Policies for the
Systems at their June 8, 2021 Board meeting. The revisions incorporated the recommendations from the 2021 actuarial
experience studies and are in alignment with the Board of Trustees funding goals. The purpose of the policies is to
record the funding objectives and policies set by the Board of Trustees for the Systems. The Board established the
policies to ensure the systematic funding of future benefit payments for the Systems’ current and future members. The
policies include the Board’s Principles of Funding and Risk Factors that must be considered. The policies govern the
methods used by the actuarial consultants in performing the actuarial valuations which are the basis for the determination
of the annual contribution rates charged to employers and members.

The Board of Trustees funding goals are: 1. Provide for the security and financial stability of the Systems, including
maintaining at least an 80% pre-funded ratio, continuing to amortize the unfunded liability until PSRS/PEERS is 100%
pre-funded, and allowing for a reasonable assumed rate of return given capital market estimates, 2. Maintain the
contribution rates of both Systems at or below current levels, and 3. Provide a consistent Cost-of-Living Adjustment
(COLA) for PSRS/PEERS benefit recipients to maintain their purchasing power, noting COLAs should be dependable
and affordable without harming the financial stability of the Systems. The Board of Trustees funding goals are in direct
alignment with the Systems' mission, goals, and strategic plan.

The Systems’ funding objective continues to be to achieve a funded ratio of 100% over a closed 30-year period. For this
purpose, funded ratio is defined as the actuarial value of assets divided by the actuarial accrued liability determined under
the entry age normal cost method and the actuarial assumptions adopted by the Board of Trustees. As of June 30, 2023,
PSRS was 85.9% pre-funded, while PEERS was 87.3% pre-funded. The funding status of PSRS increased from the June
30, 2022, funded percentage of 85.2% and PEERS remained unchanged from the June 30, 2022, funded percentage of
87.3%. The liabilities increased more than expected mainly due to salary increases being greater than assumed, but the
actuarial value of assets also increased by more than the 7.3% expected return assumption because average returns over
the last five years have exceeded the assumed returns. Over time, we expect the annual gains/losses to be offsetting.
Additional information on actuarial assumptions and funding can be found in the Actuarial Section of this report. Based
upon the June 30, 2023 valuations and overall financial projections, the Board of Trustees set the fiscal year 2025
contribution rates equivalent to the fiscal year 2024 level for both members and employers.
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Transmittal Letter, continued

Investment Activities

Fiscal year 2023 was a challenging year for the financial markets including inflation at multi-decade highs, aggressive
central bank rate hikes, banking sector instability, the continued Ukraine/Russian war, Al-related advances and slowing
economic growth. Despite the difficult market environment, the Russell 3000 Index (broad measure of the U.S. stock
market) produced a 19.0% return for the year. The Non-U.S. equity markets also performed well but not to the same
extent as the U.S. equity markets with the MSCI ACWI ex-USA Index (broad measure of the international stock
markets) increasing 12.7% for the year. Bond markets experienced considerable interest rate and spread volatility during
the year. The Systems’ investment in global stocks supported the fiscal year 2023 total fund performance while
diversification into other asset classes provided mixed results. For example, bonds produced negative returns for the
third consecutive year, and real estate was re-priced lower. The PSRS and PEERS investment return was 6.4% (or 6.2%
net of all fees and expenses) for fiscal year 2023.

The total plan return, net of all investment expenses and fees, fell short of the policy benchmark return for the fiscal
year. The total fund return was marginally below the long-term investment goal (actuarially assumed return) of 7.3%.
Over long periods of time, the Systems continue to produce investment returns that meet or exceed the Systems’
objectives. For the 10-year time period ended June 30, 2023, the total plan return exceeded the policy benchmark return
by 150 basis points. The Systems' internal investment staff and external investment managers added value above the
policy benchmark of almost $7.0 billion net of all fees and expenses over the last 10 years. Performing well over time,
during periods of both strong and weak markets, signifies the Systems' well-structured and diversified investment
portfolio's ability to deliver higher returns and lower risk than the policy benchmark. Over long periods of time, the
Systems continue to produce investment returns that meet or exceed the Systems’ objective. The annualized investment
return for the Systems is 7.7% (7.5% net of all investment expenses and fees) over the last 30 years.

Additional detailed information regarding the Systems’ investments, including asset allocation, policies, and strategies, can
be found in the Investment Section of this report.

Other Key Initiatives During Fiscal Year 2023

During the current fiscal year, the Board of Trustees approved the addition of a secondary office in St. Louis to meet the
needs of an expanded investment opportunity set within private matkets. The secondary office is expected to facilitate
enhanced investment staff recruitment/retention and long-term succession planning.

Awards
Public Pension Coordinating Council (PPCC), Public Pension Standards Award

PSRS and PEERS each received the Public Pension Standards Awards in 2023 in recognition of meeting professional
standards for plan administration and plan funding as set forth in the Public Pension Standards of the PPCC. These
awards are presented by the PPCC, a confederation of the National Association of State Retirement Administrators
(NASRA), the National Conference on Public Employee Retitement Systems (NCPERS), and the National Council on
Teacher Retirement (NCTR).

Certificate of Achievement for Excellence in Financial Reporting

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to PSRS and PEERS for the Annual Comprehensive Financial
Report for the fiscal year ended June 30, 2022. The Certificate of Achievement is a prestigious national award
recognizing excellence in the preparation of state and local government financial reports. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently organized Annual
Comprehensive Financial Report. This report must satisfy both generally accepted accounting principles, applicable legal
requirements and GFOA standards. A Certificate of Achievement is valid for a period of one year only. We believe our
current Annual Comprehensive Financial Report continues to meet the Certificate of Achievement program
requirements and we are submitting it to GFOA to determine eligibility for another certificate.
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Professional Services

Certain professional services are provided to the Systems by retained consultants. The required opinion letters from two
of those consultants, PwC US, actuaries, and Williams-Keepers LLC, independent certified public accountants, are
contained elsewhere in this report.

General investment consulting services have been provided by Russell Investments.

Acknowledgements

We would like to express our thanks and gratitude to the Board of Trustees, staff and consultants who have worked
diligently to produce this report and to ensure the continued successful operation of the Systems. Their willingness to
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Certificate of Achievement for Excellence in Financial Reporting
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The Insurance Group
Jason Swindle
Columbia, Missouri

Legal Counsel
Chapman and Cutler, LLP
Kelley Bender

Chicago, Illinois

Groom Law Group
David Levine
Washington, D.C.

Pillsbury, Winthrop, Shaw,
Pittman, LLP

Semma Arzapalo

Los Angeles, California

Thompson Coburn, LLP
Lawrence C. Friedman
St. Louis, Missouti

Legislative Consultant
Statehouse Strategies, LL.C
James “Jim” Moody

Jefferson City, Missouri

Clarkston Nelson, LL.C
Heath Clarkston

Doug Nelson

Jetferson City, Missouri

Medical Advisor
Managed Medical Review
Organization

Jen Mongeau

Novi, Michigan

Investment Management, Custodial
and Consulting fees can be found in
the Schedule of Investment
Expenses on page 111. Schedules of
broker commissions can be found
on page 109. Additional information
on Investment Managers can also be
found in the Investment Section of
this report.
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Adapt 1o

2 willingness and ability to
s something we meet not
but with resolve. This mindset
our long standing as one of the
d best funded public pension funds.
avigated challenges large and small.
t years, volatile investment markets, high
ation, rising interest rates and a worldwide
pandemic all reminded us that we must adapt in

order to succeed.



Financial Section

Independent Auditors’ Report from Williams-Keepers LLC
Management’s Discussion and Analysis
Basic Financial Statements
Statements of Fiduciary Net Position
Statements of Changes in Fiduciary Net Position
Notes to the Financial Statements
Required Supplementary Information
Schedules of Changes in the Employers’ Net Pension Liability
Schedules of Employers” Net Pension Liability
Schedules of Employer Contributions
Schedules of Investment Returns
Notes to the Schedules of Required Supplementary Information
Staff Retiree Health Plan - Defined Benefit OPEB Plan
Schedules of Administrative Expenses
Schedules of Professional Services

Schedules of Investment Expenses

19
21
30
30
31
32
56
56
58
59
59
60
62
63
64
64



FINANCIAL SECTION <

Independent Auditors’ Report

.- ILLIAMS 2005 West Broadway, Suite 100, Columbia, MO 65203
..: OC OFFICE (573) 442-6171 FAX (573) 777-7800

EEEE B I I' I " PERS LL( : 3220 West Edgewood, Suite E, Jefferson City, MO 65109
EEEEN OFFICE (573) 635-6196 Fax (573) 644-7240

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS www.williamskeepers.com

The Board of Trustees of the
Public School and Public Education Employee
Retirement Systems of Missouri

Opinions

We have audited the accompanying statements of fiduciary net position of the Public School and Public Education Employee
Retirement Systems of Missouri (the Systems), as of June 30, 2023, and the related statements of changes in fiduciary net position for
the year then ended, and the related notes to the financial statements, which collectively comprise the Systems’ basic financial
statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the fiduciary net position of the Public
School and Public Education Employee Retirement Systems of Missouti as of June 30, 2023, and the changes in fiduciary net position
for the year then ended, in accordance with U.S. generally accepted accounting principles.

Basis for Opinions

We conducted our audit in accordance with U.S. generally accepted auditing standards. Our responsibilities under those standards are
further described in the Auditors’ Responsibilities of the Audit of the Financial Statements section of our report. We are required to
be independent of the Systems and to meet our ethical responsibilities, in accordance with the relevant ethical requirements relating to
our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responstibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with U.S. generally
accepted accounting principles; this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Systems’ ability to continue as a going concern for twelve months beyond the
financial statement date, including any currently known information that may raise substantial doubt shortly thereafter.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinions. 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
generally accepted auditing standards will always detect a material misstatement when it exists. The risk of not detecting a matetial
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, mistepresentations, 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 financial
statements.

In performing an audit in accordance with generally accepted auditing standards, we:

*  Exercise professional judgment and maintain professional skepticism throughout the audit.

*  Identify and assess the risks of material misstatement of the financial statements, 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 financial statements.

American Institute of Certified Public Accountants Missouri Society of Certified Public Accountants Member, Allinial Global
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Independent Auditors’ Report, continued

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 Systems’ internal control.
Accordingly, no such opinion is expressed.

*  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 financial statements.

*  Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt
about the Systems’ 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.

Required Supplementary Information

U.S. generally accepted accounting principles require that the management’s discussion and analysis on pages 21-29, schedules related
to the defined benefit plans (schedules of changes in the employers’ net pension liability, employers’ net pension liability, employer
contributions, investment returns, and notes to schedules) on pages 56-61, and schedules related to the defined benefit OPEB plan
(schedule of changes in the net OPEB liability and related ratios) on page 62 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, ot historical context.

We have applied certain limited procedures to the required supplementary information in accordance with U.S. generally accepted
auditing standards, which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the Public School
and Public Education Employee Retirement Systems of Missouri basic financial statements. The introductory, investment, actuarial
and statistical sections and the schedules of administrative expenses, schedules of professional services, and schedules of investment
expenses presented on pages 63 through 64 are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The additional information on pages 63 through 64 is the responsibility of management and was derived from and relate directly to
the underlying accounting and other records used to prepare the financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepate the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with U.S. generally accepted auditing
standards. In our opinion, the additional information presented on pages 63 through 64 is fairly stated in all material respects in
relation to the basic financial statements as a whole.

The introductory, investment, actuarial and statistical sections have not been subjected to the auditing procedures applied in the audit
of the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Willina - Kegpows /2

Columbia, Missouri
December 1, 2023




Management’s Discussion
and Analysis

Introduction

This discussion and analysis of the financial position of
the Public School Retirement System of Missouri (PSRS)
and the Public Education Employee Retirement System
of Missouri (PEERS), collectively referred to as the
Systems, provides an overview of the Systems’ financial
activities for the fiscal year ended June 30, 2023. We
encourage you to consider the information presented
here in conjunction with the Transmittal Letter included in
the Introductory Section and the financial statements and
other information presented in the Financial Section of
this Annual Comprebensive Financial Report (ACFR).

Financial Highlights

The following highlights are explained in more detail for
each System later in this discussion.

*  Senate Bill 20 (CCS SB 20) and Senate Bill 75 (HCS
SS SB 75) were passed by the Missouri General
Assembly during the current fiscal year and
subsequently signed by Governor Parson. The
legislation provides for a 2.55% benefit factor for
PSRS members who have 32 or more years of
service at retirement. Between July 1, 2001 and July
1, 2014, PSRS members could retire with a 2.55%
benefit factor with 31 or more years of service. The
new provision results in an actuarial gain of $242.3
million.

*  The legislation also contained several new provisions
to increase working after retirement limitations for
both PSRS and PEERS retired members. These new
provisions are not expected to have a fiscal impact
on the Systems. The only variance for the Systems
between Senate Bill 20 and Senate Bill 75 is the fact
that Senate Bill 20 did not include the “pop-up”
provision for certain retirees who nominated a
same-sex domestic partner. Therefore, throughout
the publication the Systems focus on the impacts of
Senate Bill 75 as the legislation fully encompasses all
changes made by Senate Bill 20.

*  The Board of Trustees adopts actuarial assumptions,
each of which individually represents a reasonable
long-term estimate of anticipated experience for the
Systems, derived from experience studies conducted
every fifth year. The most recent comprehensive
experience studies were completed during fiscal year
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2021. All economic and demographic assumptions
were reviewed and updated, where appropriate,
based on the results of the studies and effective with
the June 30, 2021 valuations. The PSRS funding
policy was most recently amended at the October
30, 2023 Board meeting, to update selected
retirement rate assumptions pursuant to the passage
of Senate Bill 75 for the June 30, 2023 valuation.
The PEERS funding policy was unchanged. The
significant actuarial assumptions are detailed in the
notes to the financial statements and the notes to
the schedules of required supplementary
information. The next experience studies are
scheduled to occur during fiscal year 2026.

As of June 30, 2023, PSRS’ fiduciary net position as
a percentage of the total pension liability decreased
to 85.4% from 86.0% for the prior year. PSRS net
pension liability approximated $8.4 billion as of June
30, 2023. As of June 30, 2023, PEERS’ fiduciary net
position as a percentage of the total pension liability
decreased to 86.5% from 87.9% for the prior year.
PEERS’ net pension liability approximated $998.9
million as of June 30, 2023. The net pension liability
is calculated utilizing the fair value of assets in
accordance with Governmental Accounting
Standards Board (GASB) Statement No. 67,
Financial Reporting for Pension Plans, for accounting
presentation purposes.

The pre-funded status of the Systems is measured as
the ratio of assets available for benefits to a benefit
liability measure for the Systems. While there are
several such measures that could be appropriately
used, the benefit liability measure that ties most
closely to the Systems’ funding policies is the
actuarial accrued liability (AAL) computed in
accordance with assumptions and methods
approved by the Board of Trustees. The pre-funded
ratio uses the actuarial value of assets (AVA), a
smoothed asset value that recognizes 20% of the
total investment gain or loss on the AVA for each of
the preceding five years. This is the significant
difference between accounting measurements in
accordance with GASB Statement No. 67 and
funding calculations. As of June 30, 2023, the pre-
funded ratios for funding purposes were 85.9% for
PSRS and 87.3% for PEERS. In general, this means
that for each dollar of future pension liability, PSRS
and PEERS have accumulated approximately $0.86
and $0.87, respectively, to meet that obligation. To
fully understand the funding status of a retirement
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system, it is advisable to view the actuarial data in
conjunction with financial data.

Fiscal year 2023 investment markets continued to
experience rising interest rates and elevated inflation
levels throughout the world. Additionally, fiscal year
2023 investment markets experienced banking
failures, escalating China-US tension, a continued
Ukraine/Russian War and overall geopolitical
tension. The Systems' diversified portfolio resulted
in fiscal year 2023 total fund performance of 6.4%
(6.2% net of all investment expenses and fees). The
total plan return, net of all investment expenses and
fees, fell short of the policy benchmark return for
the fiscal year. The total fund return was marginally
below the long-term investment goal (actuarially
assumed return) of 7.3%. Over long periods of time,
the Systems continue to produce investment returns
that meet or exceed the Systems’ objectives. For the
10-year time period ended June 30, 2023, the total
plan return exceeded the policy benchmark return
by 150 basis points. The Systems' internal
investment staff and external investment managers
added value above the policy benchmark of almost
$7.0 billion net of all fees and expenses over the last
10 years. The annualized investment return for the
Systems is 7.7% (7.5% net of all investment
expenses and fees) over the last 30 years.

The Systems’ investment returns for the last five-
year and ten-year time periods exceeded 74% of the
peer group as defined by the Wilshire TUCS
universe of public pension plans with assets in
excess of $1 billion. Additionally, the Systems
generated the consistently higher returns while
taking substantially less risk than the policy
benchmark (as measured by standard deviation) and
less risk than most comparable public funds over all
time periods.

Cost-sharing, defined-benefit retirement systems
such as the Systems have a long-term perspective on
financial activities. The Systems’ primary
responsibility is to ensure that sufficient funds will
be available to provide retirement, disability and
survivor benefits to current and future members.
Condensed Statements of Fiduciary Net Position
and Statements of Changes in Fiduciary Net
Position are provided for each System on the
following pages.

Pension benefits are funded through a combination
of member and employer contributions and
investment income. Approximately, 63% of every

dollar used to pay retirees is generated from
investment earnings (based on a twenty-five year
average for fiscal years 1999-2023).

Expenses are incurred for the sole purpose for
which the Systems were created: the payment of
benefits to the Systems’” membership and their
beneficiaries. Included in the deductions from
fiduciary net position were monthly benefit
payments, refunds of contributions due to member
terminations or deaths, and administrative and other
expenses. The pie chart depicts the combined
Systems’ deductions from Plan Fiduciary Net
Position for the year ended June 30, 2023.

Deductions from Plan Fiduciary Net Position
Fiscal Year 2023

W Monthly benefits

B Refunds of contributions

Administrative and other expenses

The combined net position of the Systems increased
by $1.4 billion. The net position of PSRS increased
by $1.2 billion while the net position of PEERS
increased by $249.1 million.

Total revenues for fiscal year 2023 were comprised
of contribution revenue of $1.93 billion and
investment gains of $3.22 billion, compared to
contribution revenue of $1.85 billion and investment
losses of $1.64 billion for fiscal year 2022.

Expenses increased 7.9% over the prior year from
$3.5 billion to $3.7 billion. Retirement benefits
increased by $262.1 million and member refunds
increased by $9.1 million from the prior year, while
administrative expenses increased by $2.2 million
during the same time period.

During the current fiscal year, the Board of Trustees
approved the addition of a secondary office in St.
Louis to meet the needs of an expanded investment
opportunity set within private markets. The
secondary office is expected to facilitate enhanced
investment staff recruitment/retention and long-
term succession planning.




Overview of the Financial
Statements

The ACFR reflects the activities of the Systems as
reported in Statements of Fiduciary Net Position and the
Statements of Changes in Fiduciary Net Position (the
Systems’ financial statements). The Systems’ financial
statements, notes to the financial statements, and
required supplementary information were prepared in
conformity with GASB Statement No. 67, Financial
Reporting for Pension Plans, as amended. This discussion
and analysis are intended to serve as an introduction to
the financial section of the ACFR. The financial section
of the ACFR consists of the basic financial statements
comprised of the Statements of Fiduciary Net Position
and the Statements of Changes in Fiduciary Net
Position, the notes to the basic financial statements,
required supplementary information and other
supplementary information.

The Statements of Fiduciary Net Position present
information on the Systems’ assets, deferred outflows,
liabilities, deferred inflows and resulting net position,
where assets plus deferred outflows less liabilities and
deferred inflows is reported as net position. The net
position of the Systems reflects the resources available to
pay benefits to members when due. Over time, increases
and decreases in net position measure whether the
Systems’ financial position is improving ot deteriorating.

The Statements of Changes in Fiduciary Net Position
present information detailing the changes in net position
that occurred during the current fiscal year. All changes
in net position are reported on an accrual basis. This
means that the revenue or expense is recognized as soon
as the underlying event giving rise to the change occurs,
regardless of when the actual cash is received or paid.
Thus, revenues and expenses are reported in this
statement for some items that will not result in cash
flows until future fiscal periods. For example,
contributions due from an employer, even though not
yet paid by year end, will be reflected as revenue. Earned
vacation accruals will be reflected as an expense, even
though they have not been paid to employees.

The notes to the financial statements provide additional
information that is essential to a full understanding of
the data provided in the financial statements. The notes
can be found on pages 32 through 55.

The report also contains required supplementaty
information in addition to the basic financial statements
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themselves. The required supplementary information
consists of the following schedules and related notes:

e The Schedules of Changes in the Employers’ Net
Pension Liability include historical trend information
about the annual changes of the net pension liability,
including assumption changes and variances of
assumed experience.

e The Schedules of Employers’ Net Pension Liability
include historical trend information about whether
each System’s net position is increasing or
decreasing over time relative to the total pension
liability. The schedules provide a long-term, ongoing
perspective of the accumulation of assets to pay
benefits when due.

e The Schedules of Employer Contributions present
historical trend information about the actuarially
determined contributions of employers and the
actual contributions made by employers.

e The Schedules of Investment Returns present
historical annual money-weighted rate of returns.

e The Schedules of Changes in the OPEB Liability
and Related Ratios include historical trend
information about the defined benefit other post-
employment benefit (OPEB) plan from a long-term,
ongoing perspective.

e The Notes to the Schedules of Required
Supplementary Information provide additional
information that is essential to a full understanding
of the data provided in the schedules.

O