Wednesday, 22 January 2014
PSPRS Statement to Members

You may be aware that recent media reports have once again brought to question PSPRS’s
investment and valuation practices. We want to assure you that our fund management and
asset valuation practices are sound as was recently confirmed by the Arizona Auditor General’s
Office. While it is unfortunate that these false accusations continue to gain media attention,
Arizona’s Public Safety Personnel Retirement System (PSPRS or “the System”) stands by its
investment practices and welcomes a full review by federal officials. We are confident any such
review will result in the same findings reported by the Arizona Auditor General’s office in late
2013, which, after a very thorough investigation, reported no wrong doing by the Board of
Trustees or management.

To recap, the Auditor General’s review of the System was a direct result of a request made by
PSPRS to rebut accusations made by former employees. The Auditor General’s office conducted
a full examination of our real estate valuation methods. After a thorough audit the Auditor
General’s report acknowledged that, contrary to media reports at the time, the Board of
Trustees properly valued assets and effectively managed the funds and requested only minor
changes to valuations for the future.

Further, it is important to clarify that the managers of the PSPRS do NOT assign values to
portfolio properties, as this is the responsibility of the portfolio general partner. The values of
the properties managed by Desert Troon Companies (DTC), one of PSPRS’ general partners, are
determined by DTC and are then reviewed by the System’s independent consultants at Ernst &
Young (E&Y) and at ORG Portfolio Management. These reviews ensure that the methodology
used by the general partner complies with industry standards and that the results produced are
reasonable. In addition, asset values disclosed in the System’s financial reports are audited by
the System’s independent, external auditors at Heinfeld Meech & Co. This methodology was
part of the Auditor General’s review and was validated in the report.

Finally, contrary to recent media reports, our investment staff did not receive any incentive
payments in 2012 as a result of the System’s investment performance, which would have been
tied to the December 31, 2011 real estate valuations.

A full copy of the Auditor General Letter, Auditor General Official Response and Auditor General
Letter News Release is available online at www.psprs.com, as well as contact information for our
office should you have further questions.




