ARKANSAS SENATE
87th General Assembly - Regular Session, 2009
Amendment Form

R R S

Subtitle of Senate Bill No. 191
"TO MAKE TECHNICAL CORRECTIONS TO ARKANSAS CODE TITLE 24, CHAPTER 7."

R R S I

Amendment No. 1 to Senate Bill No. 191.

Amend Senate Bill No. 191 as originally introduced:

Page 1, delete all the language after the enacting clause and substitute the
following:

"SECTION 1. Arkansas Code § 24-7-202(l)-(l4), concerning definitions
in the Arkansas Teacher Retirement System Act are amended to read as follows:

(1) “Accumulated contributions” means the total of all amounts
contributed by a member and-standing tohiseor -her eredit—in his or her
individual aececount—in credited to the members?® member’s deposit account,
together with regular interest—eredited—thereon;

(2) “Active member” means any member rendering service to an
employer that is covered by the Arkansas Teacher Retirement System;

(3) “Actual service” means service rendered in a position
covered by the Arkansas Teacher Retirement System and does not include
purchased or free credited service or reciprocal service;

(4) ‘“Actuarial equivalent” means a benefit of equal reserve
value;

(5) “Annuity” means an amnual amount payable to a retirant each
fiscal year by the Arkansas Teacher Retirement System in equal monthly
installments throughout the life of a person or for a temporary period;

(6) “Beneficiary” means any person who is receiving or is
designated by a member to receive an Arkansas Teacher Retirement System
benefit;

(7) “Benefit program” means a schedule of benefits or benefit
formulas from which the amounts of Arkansas Teacher Retirement System
benefits can be determined;

(8) “Board” means the Board of Trustees of the Arkansas Teacher
Retirement System;

(9) “Child of a member” means either a natural child of the
membery or a child £hat who has been made a child of the member by applicable

court action before the death of the memberT—e%—a—eh&ié—aﬁde£—%he—pe¥maﬁeﬁ%

(10) “Credited service” means service which is creditable as
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service by the Arkansas Teacher Retirement System;

(11) “Deferred member” means an inactive member who is eligible
to receive benefits under § 24-7-707;

(12) “Employee” means any person employed by an employer covered
by the Arkansas Teacher Retirement System;

(13) “Employer” means any public school, er—ether public
educational agency, or other eligible employer participating in the Arkansas
Teacher Retirement System;

(l4) “Employment with a school” means, beginning July 1, 1993:

(A) Employment with any of the following institutions or

agencies:
(i) Arkansas School for the Blind;
(ii) Arkansas School for the Deaf;
(iii) Arkansas Activities Association;
{dv)—A loecal school -boards;
4#)(iv) State Board of Education;
4¥i)(v) Regional education service cooperatives; and
{wii)(vi) Arkansas Teacher Retirement System;

(B) Employment in a position with any of the following

organizations:

H—Juvenile training schoolsy

43i) (i) The Arkansas Educational Television
Commission; and

43ii)(ii) Area vocational-technical schools, except
those employees of area vocational schools and the Department of Workforce
Education who have elected to participate in an alternate retirement plan
established by §§ 24-7-901 and 24-7-903 — 24-7-908;

(C) Employment by the Arkansas Rehabilitation Services of
the Department of Workforce Education er—the Diwvisieon of State Servieesfor
the Blind of the Department of Human Servieesy except those employees who
have elected to participate in the neoneontributory plan—-of the Arkansas
Public Employees’ Retirement System;

(D) (1) Employment in a position with an educationally
related agency if the employee is or has been a member of the Arkansas
Teacher Retirement System for a minimum of five (5) years and elects to
become or remain a member of the Arkansas Teacher Retirement System. The
employment shall be related to:

(a) Training public school employees or school
board members;
(b) Teaching public school students; or
(c) Adult education programs.
(ii) The employment shall not be related in any
manner to private schools.
(iii) Each educationally related agency shall be:
(a) Approved according to rules and
regulations established by the board;
(b) Considered an employer under subdivision
(13) of this section; and
(c) Responsible for all required employer
contributions;

(E) (1) Employment in an enterprise privatized by a public

school district.

LM G161 - 02-20-2009 11:16 Senate Amendment No. __ to Senate Bill No. 191 20f 24



(ii) 1If a public school district should privatize
any of its services, any individual who is or was employed by the school
district in one (1) of those services and who is or has been a member of the
Arkansas Teacher Retirement System may elect to remain a member if:

(a) The board determines pursuant to rules and
regulations adopted by the board that the participation of these employees in
the Arkansas Teacher Retirement System will not in any way impair any legal
status of the Arkansas Teacher Retirement System, including, but—aet limited
£o without limitation, its status as a governmental plan pursuant to the
federal Internal Revenue Code and the Employee Retirement Income Security Act
of 1974, or have a substantial adverse impact on the actuarial soundness of
the Arkansas Teacher Retirement System; and

(b) The private provider assumes all
responsibility for the required employer contributions and any fees for
obtaining Internal Revenue rulings or Employee Retirement Income Security Act
of 1974 opinions; and

(F)(i) Employment in positions with an educational
nonprofit corporation licensed and regulated by the Division of Developmental
Disabilities Services of the Department of Human Services, if:

(a) The nonprofit corporation has elected to
participate in the Arkansas Teacher Retirement System; and

(b) The board determines pursuant to rules and
regulations adopted by the board that the participation of the educational
nonprofit corporation will not in any way impair any legal status of the
Arkansas Teacher Retirement System, including, but—smet limited to without
limitation, its status as a governmental plan pursuant to the Internal
Revenue Code of 1986 and the Employee Retirement Income Security Act of 1974,
or have a substantial adverse impact on the actuarial soundness of the
Arkansas Teacher Retirement System.

(ii) The employment shall be related to:

(a) Training public school employees or school

board members;
(b) Teaching public school students; or
(c) Adult education programs.
(iii) The employment shall not be related in any
manner to private schools.
(iv) Each educational nonprofit corporation shall
be:
(a) Approved according to rules and
regulations established by the board;
(b) Considered an employer under subdivision
(13) of this section; and
(c) Responsible for all required employer
contributions and any fees for obtaining Internal Revenue rulings or Employee
Retirement Income Security Act of 1974 opinions;

SECTION 2. Arkansas Code § 24-7-205 is amended to read as follows:

24-7-205. Adjustment of payment to correct error or recoup overpayment.

(a) Should any change or error in the records result in any person’s
a member, a retirant, an annuitant, a beneficiary or an alternate payee
receiving benefits or other distributions from the Arkansas Teacher
Retirement System more or less than he or she would have been entitled to
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receive had the records been correct, the Beard of Trusteesof the Arkansas
Teacher Retirement System system or its designee shall correct the error and,
as far as practicable, shall adjust the benefit, annuity, or refund payable
to the person, his or her beneficiary, or his or her estate in the manner
that the actuarial equivalent of the benefit to which the person was
correctly entitled shall be paid.

(b)(l) If a person who is a member, former member, econtributer; former
eontributery a retirant, an annuitant, a beneficiary, or an alternate payee
under a qualified domestic relations order pursuant—te under § 9-18-101 et
seq. is paid any benefit or payment other distribution by the system to which
the person is not entitled, the beard system or its designee, pursuant—te
under rules adopted by the beard Board of Trustees of the Arkansas Teacher
Retirement System, may:

(A) Withhold the amount due from any benefit or payment
due the person, his or her beneficiary, or his or her estate; or
(B) Collect the amount in any other manner provided by

law.
(2) Withheld amounts shall be used to effect repayment until the
total amount withheld equals all amounts payable by the person to the system.
(3)(A) Prier—+te Before making an adjustment of benefits or
pursuing any other collection action under this section, the beard system or
its designee shall provide notice to the person who will receive the
adjustment.

(B) The notice shall describe the process for disputing an
adjustment of benefits.

(4) The board or its designee may waive adjustment or repayment
if:

(A) The overpayment was not the result of the retirant’s
or the beneficiary’s nondisclosure, fraud, misrepresentation, or other fault;
and

(B) The board or its designee finds in his or her or its
sole discretion that recovery of the overpayment could be a manifest
injustice.

SECTION 3. Arkansas Code § 24-7-302 is amended to read as follows:

24-7-302. Term of office and vacancies.

(a)(l) The term of office of each-member and retirant member-elected
trustee eleetedafter July 119975 shall be six (6) years.

(2)(A)(i) A member trustee shall be ineligible to serve after
becoming inactive or upon retiring.
(ii) A member trustee who participates in the

Teacher Deferred Retirement Option Plan is considered active for purposes of
this subsection.

(B) A retirant trustee shall-be is ineligible to serve
after becoming active.

(b) (1) (A) Inthe-event If any member trustee fails to attend three (3)
consecutive regular meetings of the Board of Trustees of the Arkansas Teacher
Retirement System, unless in each case excused for cause by the remaining
trustees attending the meetings, the member trustee shall be considered to
have resigned from the board, and the board shall by resolution declare his
or her office of trustee vacated.

(B) A regular meeting of the board shall include one (1)
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or more days of official business to be considered by the board.
(2)(A) 1If a vacancy occurs in the office of-member or retirant

an elected trustee, the vacancy shall may be filled during the next annual
system—eleetion for board members in a special election held in accordance

with the rules adopted by the board for special elections.

(B) If the board does not hold a special election, a
vacancy shall be filled in the next system election held upon the expiration
of a trustee’s term, utilizing approved election procedures and requirements
for the position.

(c) The board shall adopt its own rules and regulations pertaining to
attendance and vacancies as provided in subsection (b) of this section.

SECTION 4. Arkansas Code § 27-7-303 is amended to read as follows:

24-7-303. Board of Trustees — Officers — Committees Professional and
elerieal servieces.

(a) The Board of Trustees of the Arkansas Teacher Retirement System
shall select from its own number a ehairman chair and a vice ehairman chair.

(b) The trustees shall serve as trustees without compensation for
their services as such, except that each trustee may receive expense
reimbursement in accordance with § 25-16-901 et seq.

(c) The board shall appoint the executive director of the system, and
he or she shall serve as its chief executive officer. He or she shall
perform, or cause to be performed, such duties as are required of him or her
under this act and as the board shall delegate to him or her.

(d) The board shall appoint an actuary or a firm of actuaries to be
technical advisor to the board on matters regarding the operation of the
system on an actuarial basis. The actuary shall perform such duties as are
required of him or her under this act and as are required of him or her by
the board from time to time.

(e) (1) The board shall appoint a professional investment counsel to
be investment advisor to the board.

(2)(A) No investment shall be made by the board until it has
received the advice of its investment advisor.

(B) Previded; howevery; However, if the contemplated
investment involves anything other than financial assets, as defined in § 4-
8-102(a)(9), then in lieu of seeking advice from its investment advisor, the
board shall seek and receive advice from a person having recognized expertise
with respect to the type of investment contemplated.

(f) The board shall appoint a medical committee consisting of three
(3) physicians to review applications for disability retirement.

(g) The executive director shall -have the authority te may employ such
other professional and clerical services and to purchase such equipment and
supplies as are required for the proper operation of the system, subject to
the approval of the board.

(h) (1) The compensation of the persons engaged by the board shall be
consistent with the pay plan of the state.

(2)(A) All other expenses of the board necessary for the
operation of the system shall be paid at such rates and in such amounts as
the board shall approve.

(B) The board may create additional committees as
necessary and appropriate to fulfill the duties and responsibilities of the
board under this chapter.
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SECTION 5. Arkansas Code § 24-7-401 is amended to read as follows:

24-7-401. Effeetuationof finaneial objeetive Fund contributions — Fund
rates.

(a) (1) The financial objective of the Arkansas Teacher Retirement
System is to establish and receive contributions that expressed as
percentages of active member payroll will remain approximately level from
generation to generation of Arkansas citizens.

(2) Contributions received each year shall be sufficient:

(A) To fully cover the costs of benefit commitments being
made to members for their service being rendered in that year; and

(B) To make a level payment that if paid annually over a
reasonable period of future years will fully cover the unfunded costs of
benefit commitments for service previously rendered.

(3) If the costs of benefit commitments for service previously
rendered are overfunded, the plan may deduct a level payment that if deducted
annually over a reasonable period of future years will fully liquidate the
overfunded portion of the costs.

(b) An actuarial valuation of the entire system shall be made at least
annually by the Board of Trustees of the Arkansas Teacher Retirement System’s
actuary.

(c)(l) For the each fiscal years—ending June 305 2008,——and June 305
2009 year, the Board of Trustees of the Arkansas Teacher Retirement System
shall establish employer contribution rates for the system prospectively each
year and for each fiscal year thereafter.

(2) The employer contribution rates shall be based on the
actuary’s determination of the rate required to fund the plan in accordance
with the objectives stated in subsection (a) of this section.

(3) The employer contribution rates shall be the rates
determined by the board based on the annual actuarial valuatiom.

(4) For the fiscal years ending June 30, 2008, and June 30,
2009, and in each fiscal year thereafter, the employer contribution rate
shall not exceed fourteen percent (l47%).

(d) The employer contribution rate shall be such that the amortization
period for all unfunded liability shall not exceed thirty (30) years, unless
the required contribution rate would exceed fourteen percent (147).

(e)(l) The board shall annually notify the leeal school distriets, the
Departmentof Eduecation; and other participating employers of the employer
contribution rate established by the board for the upcoming fiscal year.

(2) Local school districts shall pay the teacher retirement
employment contribution for any eligible employee in accordance with rules
established by the board.

(3) The Department of Education shall pay from the Public School
Fund the teacher retirement employer contributions for eligible employees of
participating employers as required by the department’s biennial
appropriations act and in accordance with rules established by the board.

(4) The annual employer contributions to be paid in each year
for all other employees by each participating employer shall be the current
state contribution percent multiplied by the total covered salaries of the
employer’s members in the fiscal year.

(5) The employers’ contributions shall be remitted to the system
in such manner and form and in such frequency and shall be accompanied by
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such supporting data as the board shall prescribe from time to time.
(6) Timely payment of the contributions shall be a condition of
continuance of participation in the system.

SECTION 6. Arkansas Code § 24-7-402(b), concerning the custodian of
Arkansas Teacher Retirement System assets, is amended to read as follows:
(b)(1l) The custodian of system assets shall be the Treasurer of State
or other financial institutions or depositories as allowed under this
subchaptersy.
(2) whe When acting as custodian of system assets, the Treasurer
of State shall act in accordance with the instructions of the board.

SECTION 7. Arkansas Code § 24-7-406(a)(l), concerning members’ deposit
accounts in the Arkansas Teacher Retirement System is amended to read as
follows:

(a) (1) The members’ deposit account shall-be is the account: in

(A) In which member contributions shall-be are accumulated
at with regular interest the members! contributionstothe Arkansas Teacher
RetirementSystem—and;

(B) from From which shall be paid member refunds of
aceumulated contributions are paid; and

(C) From which transfers are made as provided in this act.

(2) Hewever, employer Employer contributions that are paid by an
employee instead of an employer shall be:

(A) eredited Credited to the members’ deposit account—;

and

(B) These contributions shall be subjeet Subject to refund
under the same conditions that regular member contributions are refundable
refunded.

SECTION 8. Arkansas Code § 24-7-406(c) and (d), concerning members’
contributions to the Arkansas Teacher Retirement System generally, are
amended to read as follows:

(c)(1)(A) (i) Each employer shall deduct the member contributions
provided for in this section from the salary of each member on every payroll,
for every payroll period, from the date of his or her entrance into the
system until he—eo¥ she the member retires or terminates, and the employer
shall remit the contributions to the system.

(ii) Compensation in excess of the limitations set
forth in section 401(a)(17) of the Internal Revenue Code shall be
disregarded. The limitation on compensation for eligible employees shall not
be less than the amount which was allowed to be taken into account under the
system as in effect on July 1, 1993. For this purpose, an “eligible employee”
is an individual who was a member of the system before the first plan year
beginning after December 31, 1995.

(B) A member who is receiving remuneration under both a
regular contract and a purchased contract or under both a regular contract
and a contract won through litigation shall have only the greater of the two
(2) amounts considered as salary for the purposes of the system determining
the final average salary of the member.

(C) (1) Should the employer fail at any time to report the
salary of a member and remit the contributions to the system, the system
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shall have the right to collect from the employee and the employer the
contributions due, if any, from each, together with interest beginning with
the subsequent fiscal year.

(ii) Innoease shall a A member shall not be given
credit for service rendered until amy all contributions and interest due from
each are paid in full.

(2) The member’s contributions provided for in this section
shall be made notwithstanding that the minimum salary provided by law for any
member shall be thereby changed.

(3) (A) Each member shall be deemed to consent and agree to the
deductions made and provided for in this section.

(B) Payment of his or her salary less the deductions shall
be a full and complete discharge and acquittance of all claims and demands
whatsoever for the services rendered by the member during the period covered
by the payment, except as to benefits provided by the system.

(4) The members’ contributions, so deducted from their salaries,
shall be remitted to the system in such manner and form and im into such
frequency and shall be accompanied by such supporting data as the board shall
prescribe from time to time.

(d)(l) In addition to the contributions deducted from the salaries of
a member, as provided in this section, a member may deposit im into the
system, by a single contribution or by an increased rate of contributions as
approved by the board, the amounts he—eor-she the member may have received in
a refund of contributions therefrem and not repaid therete, together with
interest from the date of withdrawal to the date of repayment to reestablish
credit for refunded service.

(2) Innoeaseshall a A member shall not be given credit for
service rendered prier—+te before the date he—orshe the member received a
refund of contributions payments until he—or—she the member returns to the
system all amounts due from himeo¥r her the member.

SECTION 9. Arkansas Code § 24-7-406(g)(l)(B), concerning employers’
payment of members’® contributions to the Arkansas Teacher Retirement System,
is amended to read as follows:

(B) If a member elects to purchase past service credits
under the system’s purchase of service credit provisions §24-7-501(b)5§ 24—
75025 +§ 2476105 § 247611 or §§ 247602 —24-7-607 through
payroll deductions, the employer shall pay the amount required to purchase
such past service credits from the employee’s salary earned after the
employee signs an irrevocable payroll authorization prescribed by the board,
and those purchases shall then be treated as employer contributions in
determining tax treatment under the prowvisiens—ef the Internal Revenue Code
and the Income Tax Act of 1929, § 26-51-101 et seq.

SECTION 10. Arkansas Code § 24-7-602(a)-(c), concerning credit in the
Arkansas Teacher Retirement System for military service, is amended to read
as follows:

(a)(l) Intheevent If an active member of the Arkansas Teacher
Retirement System enters the armed forces of the United States during any
period of compulsory military service, after receiving a refund of member
contributions from the system, the armed compulsory military service aetuwally
required of him the member shall may be established as credited him—as
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service under this subchaptery—but—oenly if after discharge from the armed
forces and before retirement hereturns+to the member repays to the Arkansas
Teacher Retirement System system the amount, if any, he may have reeeived
therefroem the member was refunded at the time of termination he—enteredox
while—in the armed servieey; together with interest from the date of
withdrawal the refund to the date of repayment.

(2) 1In addition, an active member who entered the armed forces
of the United States during any period of compulsory military service and who

returns—as—anemployee becomes an active member within one (1) year uper of

his or her return discharge from the armed serviee shall be forces is
ellglble to receive mllltary service credit ferthe time of his armed

se%v&ee—in—Afkaﬂsas under th1s section, Whether or not the member has f1ve
(5) or more years of credited service at the time of the reemployment.

(b) Durd ! i od of . . . 1 ha

{e)—A person An inactive member who entered the armed forces and—whe

was—not—anaetive member at the time of entry shall have the period of armed

forces service aetuwally requiredeof him credited as service under—this
subehapter—if-he in the system without cost to the member if the member

satisfies all—of the following conditions:

(1) He or she completes five (5) or more years of actual service
for serviece in Arkansas in the system; and

(2)(A) The armed forces service is not credited as service under
any other retirement plan except social security.

(B) Receipt of a disability pension from the federal

military retirement system paid solely for disability shall not be considered
as having service credit with another retirement plan.

SECTION 11. Arkansas Code § 24-7-603 is amended to read as follows:

24-7-603. Out-of-state service.

(a) As used in this section, “out-of-state service” means service
rendered in any state except Arkansas in a position whieh that would have
been covered by the Arkansas Teacher Retirement System had the service been
renderedin the State of Arkansas actual service covered by the system if
rendered in the state.

(b) Out-of-state service purchased before July 1, 1987, shall be
credited as service under this section in accordance with provisions in force
before July 1, 1987.

(¢) From and after July 1, 1987, an active member shall be eligibley
upon—applieationy to purchase out-of-state service to be credited as service
under this subchapter in accordance with the following conditions:

(1)(A) The out-of-state service credit to be granted shall be
limited to service for which no benefit could be paid by another system
similar in purpose to this system, except social security, if the member had
left on deposit his or her contributions to the other system.

(B) The credit under subdivision (c)(1l)(A) of this section
shall be is limited to fifteen (l5) years;

(2)(A) (i) The member shall pay to the system for each year of
service credit being granted:
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(a) The product of the sum of the employee and
employer contribution rates in effect at the time of purchase multiplied by
the greater of:

(1) The annual salary received by the
member for his or her first full year of credited service that precedes the
fiscal year in which the service is purchased; or

(2) The average of the three (3) highest
salaries earned at the time of purchase; plus

(b) Interest from the end of that year of
credited service to the date of payment in full.

(ii) 1If the payment is not made in a single sum at
the time of purchase, interest shall be added from the date of the initial
payment to the date of payment in full.

(B) The payment shall be credited to the member’s account
in the members’ deposit account and shall be in addition to regular member
contributions thereto;

(3) The out-of-state service shall not become credited service
under this system until:

(A) The member payments specified in subdivision (c)(2) of
this section have been paid in full; and

(B) (i) The member has established five (5) or more years
of actual service.

(ii) Should a member cease to be an active member
before the out-of-state service has been established as system-credited
service, the member payments contributed as specified in subdivision (c)(2)
of this section shall be refundableytegether with regular interest thereon;

(4) The benefit program to be applied to each year of service
credit being granted shall be the benefit program in effect at the time of
retirement; and

(5) Such other rules and regulations consistent with this
subchapter as the Board of Trustees of the Arkansas Teacher Retirement System
may from time to time adopt.

(d) An active member may purchase a fraction of a year of out-of-state
service to be credited as service under this subchapter in the same manner as
provided for out-of-state service under subsection (c) of this section if the
service meets the following requirements:

(1) The member has not less than thirty (30) days of out-of-
state credited service in the fiscal year; and

(2) The fraction of a year of out-of-state service may be
credited in keeping with policies of the board as provided by § 24-7-601.

(e) An active member shall be eligible, upon application, to purchase
service rendered outside the state during a period of employment with an
education coordinating council to be credited as out-of-state service under
the provisions of this section, provided that the conditions of subsection
(c) of this section are met.

SECTION 12. Arkansas Code § 24-7-607(b)(3)(B)(ii), concerning the
refund of member payments under the Arkansas Teacher Retirement System, is
amended to read as follows:

(ii) Should a member cease to be an active member
before the private school service has been established as system-credited
service, the member payments contributed as specified in subdivision (b) (2)
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of this section shall be refundableytogetherwith regular interestthereon;

SECTION 13. Arkansas Code § 24-7-610(d), concerning the refund of
member contributions for National Guard Service Credit, is amended to read as
follows:

(d) 1If a member ceases to be an active member before the Arkansas
National Guard service has been established as system-credited service, the
member payments contributed as specified in subdivision (a) (1) (C) of this

section shall be refundables—tegether with regularinterest.

SECTION 14. Arkansas Code § 24-7-611(b)(3)(B)(ii), concerning the
refund of member payments under the Arkansas Teacher Retirement System for
domestic federal service, is amended to read as follows:

(ii) Should a member cease to be an active member
before the domestic federal service has been established as system-credited
service, the member payments contributed as specified in subdivision (b) (2)

of this section shall be refundabley tegether with regular interestthereon;

SECTION 15. Arkansas Code § 24-7-701(a) and (b), concerning voluntary
retirement under the Arkansas Teacher Retirement System, are amended to read
as follows:

(a) (1) Except as provided under subdivision (a)(2) of this section, an
active member who either attains age sixty (60) years of age and has five (5)
or more years of actual and reciprocal service or who has twenty-eight (28)
or more years of credited service regardless of age may voluntarily retire
upon written application filed with the Beardef Trustees—of the Arkansas
Teacher Retirement System.

(2) (A) A member shall terminate covered employment to be
eligible for retirement exeept—+f unless the member has attained normal
retirement age.

(B) A member shall not be terminated from employment for
retirement purposes if the persem member returns to employment in a position
that—would otherwise be covered by the Arkansas Teacher Retirement System
within thirty (30) days of the persen’s member’s effective date of
retirement.

(C) A personfailing member who fails to meet the

termination of employment requirements of this subsection shall have his or
her retirement benefits cancelled and ferfeit forfeits any retirement
benefits until the termination requirements are met.

(D) (i) A member who fails to meet the termination
requirements of this section and has received retirement benefits from the
system shall repay the benefits to the system before becoming eligible again
for voluntary retirement.

(ii) The system may adjust and collect any benefits
that have been overpaid to a member under § 24-7-205.

(E) A member who fails to meet the termination
requirements of this section upon employment by a covered employer shall
return to active member status under § 24-7-502.

(b) Upon his—er-her a member’s retirement, he or she shall receive an
a life annuity as provided for in § 24-7-705.
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SECTION 16. Arkansas Code § 24-7-702(a), concerning early voluntary
retirement under the Arkansas Teacher Retirement System, is amended to read
as follows:

(a) (1) Except as provided under subdivision (a)(2) of this section, an
active or inactive member who has twenty-five (25) or more years of credited
service but has not attained age sixty (60) years of age and is not eligible
for retirement under the prewvisiens—ef § 24-7-701 may voluntarily retire
early upon written application filed with the Board of Trustees of the
Arkansas Teacher Retirement System.

(2)(A) A member shall terminate covered employment to be
eligible for retirement except if the member has attained normal retirement
age.

(B) A member shall not be terminated from employment for
retirement purposes if the persenreturns teoa position that would otherwise
be member returns to employment in a position covered by the Arkansas Teacher
Retirement System within thirty (30) days of the persen’s member’s effective
date of retirement.

(C) A personfailing member who fails to meet the
termination of employment requirements of this subsection shall have his or
her retirement benefits cancelled and fexrfeit forfeits any retirement
benefits until the termination requirements are met.

(D)(i) A member who fails to meet the termination
requirements of this section and has received retirement benefits from the
system shall repay the benefits to the system before becoming eligible again
for voluntary retirement.

(ii) The system may adjust and collect any benefits
that have been overpaid to a member under § 24-7-205.

(E) A member who fails to meet the termination
requirements of this section upon employment by a covered employer shall
return to active member status under § 24-7-502.

SECTION 17. Arkansas Code § 24-7-704 is amended to read as follows:

24-7-704. Disability retirement.

(a) (1) (A) Except as provided under subdivision (a)(l)(B) of this
section, any an active member in employer service with five (5) or more years
of actual and reciprocal service who becomes totally and permanently
physically or mentally incapacitated for his or her job duties as the result
of a personal injury or disease may be retired by the Board of Trustees of
the Arkansas Teacher Retirement System upon approval of a written application
filed with the beoard by eoron behalf of the member Arkansas Teacher
Retirement System.

(B) (i) An active member who has met the eligibility
requirement of subdivision (a)(l)(A) of this section shall terminate covered
employment to be eligible for disability retirement benefits.

(ii) If a member returns to work in a position
covered by the Arkansas Teacher Retirement System system within thirty (30)
days of the person’s effective date of disability retirement, then the member
shall not be considered terminated from employment for retirement purposes
and shall forfeit disability retirement benefits until the termination
requirements are met.

(C) The member may be retired enly if after a medieal

examination review of the member made by or under the direetionof member’s
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application and accompanying documentation is conducted by the medical
committee and the medical committee reports to the board by majority opinion
in writing that:

(i) The member is physically or mentally
incapacitated;

(ii) The member is unable to perform his or her
current work duties;

(iii) The incapacity will most likely be permanent;
and

(iv) The member should be retired.

(2) The disability retirement shall be effective—the firstday

of the calendar month nmext following—the later of+
{A)—The the member’s termination of active memberships—eor
(B)  Six (6) he bef 1 . 1 . 14 .
isfiled with the board.

(b) Upon disability retirement as provided in subsection (a) of this
section, a member shall receive an annuity provided for in § 24-7-705 and
shall have the right to elect an option provided for in § 24-7-706. His or
her disability retirement shall be subject to the provisions of subsections
(c) and (d) of this section and to the provisions of § 24-7-708.

(c)(l) At least one (l) time each year during the first five (5) years
following a member’s retirement on account of disability, and at least omne
(1) time in each three-year period thereafter, the board may require any
disability retirant who has not attained sixty (60) years of age to undergo a
medical examination to be made by or under the direction of the medical
committee.

(2) If the retirant refuses to submit to the medical examination
in any period, his or her disability annuity may be suspended by the board
until his or her withdrawal of his or her refusal.

(3) If his or her refusal continues for one (1) year, all his or
her rights in and to a disability annuity may be revoked by the board.

(4) 1If upon the medical examination of the retirant the medical
committee reports to the board that the retirant is physically and mentally
able and capable of resuming his or her duty in the position held by him or
her at the time of disability retirement, then his or her disability
retirement shall terminate.

(5)(A) 1If a disability retirant returns to full-time serviee-as

defined by rules determined by the board covered employment prier—te before

attaining sixty (60) years of age, his or her disability retirement shall
terminate.

(B) If a disability retirant returns to full-time serviee
as—defined by rules promulgated by the board covered employment after
attaining sixty (60) years of age and is otherwise eligible for retirement
under § 24-7-707, the retirant shall be treated as if he or she retired under
§ 24-7-701 and is subject to the limitations applicable to age and service
retirants.

(6)(A) 1If a disability retirant under sixty (60) years of age
returns to full-time serviee covered employment, he or she shall immediately
again become an active member of the system, and his or her credited service
at the time of his or her disability retirement shall be restored to his or
her credit in the members’ deposit account.

(B) The retirant’s disability retirement and his or her
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accumulated contributions shall be treated as if he or she had returned to
service on the date of the full-time employment.

(7) Inno-eventshall a A disability retirant shall not be given
service credit for the period he or she was receiving a disability retirement
annuity.

SECTION 18. Arkansas Code § 24-7-707(a), concerning deferred
retirement under the Arkansas Teacher Retirement System, is amended to read
as follows:

(a)(l)(A) Shea%d If an active member eease—te—be—aﬂ—aetive—membef

completing, becomes inactive before the member reaches sixty (60) years of
age, upon completion of five (5) years of actual and reciprocal service, the
member shall become an inaective member and shall be is entitled to a deferred
annuity when the member becomes sixty (60) years of age as provided fer in
this sectiony.

(B) but—eonly The member is eligible for deferred
retirement if the member dees has not withdraw withdrawn his or her
accumulated contributions from the members’ deposit account and is not
employed in a position covered by another retirement plan that is supported
wholly or in part by state contributions if the member’s being vested is
based on the other system service.

(2) Follewing Upon approval by the Arkansas Teacher Retirement
System of anapplication for deferred retirement, the deferred annuity shall
commence as of the first day of the calendar month rext following the later
of+ date the written application is received by the system.

Ay I h follows ! bor? i xtieth birthdavs

(B} The d 1 . 13 . . s ved ] I

(3) A member shall hawve the right te elect an option provided
for in § 24-7-706 at the time of filing the written application.

systems

SECTION 19. Arkansas Code § 24-7-709 is amended to read as follows:

24-7-709. Disposition of residue.

(a)(1l)(A) 1If a retirant and his or her option annuitants, if any, dies
die before receiving im annuity payments a—tetal ameunt equal to the member’s

residue amount, then the residue amount aeeama%ated—eentr&bat&eﬂs—staﬂding—te

ameant—e£—aﬁﬁu&t&es—reee&veé—by—the—ret&rant shall be pa1d to such persons as

the retirant shall have nominated by written designation duly executed and
filed with the Arkansas Teacher Retirement System.

(B) As used in this section, "residue" means the
difference between the accumulated contributions and regular interest
credited to the retirement reserve account as of the member’s retirement
effective date and the total amount of annuities paid.

(2) 1If a retirant and his or her option annuitants dies die and

the member has failed to designate a beneficiary or if all designated
beneficiaries have predeceased the retirant, the—d&%ﬁereﬂee—betweeﬁ—the

retirant the residue shall be pa1d to the retirant’s estate.
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2> 1If upon the termination of the option annuityy no surviving
beneficiary designated by the member survivesy and it is impracticable to
make payment to the member’s estate, the residue shall be forfeited to the
trust assets of the system subject to any valid claim of the member’s estate
under § 24-7-734-the difference between the accumulated contributions—and the

SECTION 20. Arkansas Code § 24-7-711 is amended to read as follows:
24-7-711. Disposition of accumulated contributions upon membership

termination.

(a) (1)

If a member discontinues covered employment, the member may elect to be pald
a refund of his or her contributions and regular interest credited to the
member’s deposit account within six (6) months following the date the
member’s written application is filed with the system.
(2) Any contributions remaining on deposit shall accrue regular

interest at the end of each fiscal year as provided by § 24-7-410(d).

(b)(1l) In—the-event—a If an active member dies and me a survivor
annulty beeemesT—e%—eaﬁ—beeemeT is not payable under § 24-7-710 by—the

member s accumulated contrlbutlons s%aﬂéing—%e—his—ef—hef—efedi%—iﬂ—ehe

regular interest Ehefeen—ﬁfem—%he—eime—e£—dea€h to the t1me of paymentT shall
be paid to such persons as the member shall have nominated by a written
designation duly that is executed by the member and filed with the-beoard

system.

{B)(2) Effeetive for all membersdying after June 305
200653+if If there are no designated persons surviving the member, the
accumulated contributions shall-be are payable to the member’s estate.

(3) If no annuity eanbeeome is payable to a dependent child on
account of the member’s death and if the sole beneficiary who eewld can
receive the annuity is the member’s surviving spouse, then the member’s
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surviving spouse may elect to receive a refund of accumulated contributions

in place of any benefits being and regular interest paid under the prewvisiens
of §24-7-710 this subchapter.

SECTION 21. Arkansas Code § 24-7-713 is amended to read as follows:
24-7-713. Meonthly benefits — Redetermination Retirement annuity —

Simple cost of living adjustment and monthly benefit stipend.

(a)(l) Beginning with the July 1 whieh is at leasttwelve (12) full

benefi 322 be edetermined - e ive—eaeh b-Ly —a
amount—shall be payable for the ensuing year July 1 of
survivors, and annuity beneficiaries who have been receiving monthly benefits
for the previous twelve (12) months shall receive a simple cost of living

adjustment.

living adjustment under this section is calculated by multiplying one hundred
percent (100%) of the member’s base retirement annuity times three percent
(3%) .

(3) Inne-event—shall the The redetermined amount shall not be
less than the base amount.

(4) As used in this sections,
(13 3 1 b2l

i ded i hi om.
i) —“Baseamount? ineludes the amount of the

benefit etherwise payable at retirement plus any one-time inereaseor

increases granted by legislative change after the member’s effective date of
retirement benefits, excluding the simple cost of living adjustment under
this section.

{ii4)  The effeetive date of the base amountshall be
the effeetive date of the benefit or, if any, the effeetive date of the last
inerease—in base amounty whichever is later.

(5) The redetermined amount under this subsection is not
considered a benefit enhancement under the limitations under § 24-1-106.
(b)(1l)(A) Effective July 1, 1999, subject to the minimum financial
conditions set forth in § 24-7-718, retirees, survivors, and beneficiaries
shall receive an increase in benefits of not less than fifty dollars ($50.00)
per month.
(B) However, the Board of Trustees of the Arkansas Teacher
Retirement System may elect and is granted authority to increase the benefit
to retirees in an amount determined by the board, except that the benefit
increase shall not exceed seventy-five dollars ($75.00) per month.
(2) (A) Members retiring after July 1, 1999, but before July 1,
2008, with five (5) or more years of actual service in the Arkansas Teacher
Retirement System and their survivors and beneficiaries shall receive an
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additional benefit of not less than fifty dollars ($50.00) per month over and
above their regular annuity.

(B) Members retiring on or after July 1, 2008, with ten
(10) or more years of actual service in the Arkansas Teacher Retirement
System and their survivors and beneficiaries shall receive an additional
benefit of not less than fifty dollars ($50.00) per month over and above
their regular annuity.

(C) However, the Beoardof Trustees board may elect and is
granted authority to increase the additional benefit to members retiring in
an amount determined by the board, except that the additional benefit shall
not exceed seventy-five dollars ($75.00) per month.

(3) In—itsdiseretiony the The board may prorate the benefits
provided under this subsection for all individuals retiring after June 30,
1999, if the individual is also eligible for an additional monthly benefit as
a result of credited service under one (1) or more of the other reciprocal
systems, as such systems are enumerated in § 24-2-401.

(c) Nothing contained in this section shall require the Arkansas
Public Employees’ Retirement System to pay any portion of the benefits
provided for in this section.

SECTION 22. Arkansas Code § 24-7-718(a), concerning minimum financial
conditions for benefit increases under the Arkansas Teacher Retirement
System, is amended to read as follows:

(a) For an increase in benefit formulas to be effective, the regular
annual actuarial valuation for the calendar year immediately preceding the
effective date of the increase shall be based upon an investment rate
assumption of no more than eight percent (8%) and shall indicate that up to
and including a twelwe perecent{(12%) fourteen percent (147%) of pay employer
contribution rate is sufficient to amortize all unfunded actuarial accrued
liabilities for members over a period of thirty (30) years or less unless the
required contribution rate would exceed fourteen percent (14%).

SECTION 23. Arkansas Code § 24-7-719 is amended to read as follows:
24-7-719. Rollover of distributions.
(a) As used in this section:

(1) “Direct rollover” means the payment of an—eligible a
distribution from the Arkansas Teacher Retirement System directly to an
individual retirement arrangement or another empleyer eligible benefit plan;

(2) “Eligible retirement plan” means an individual retirement
account, o¥ individual retirement annuity, e¥ individual retirement
arrangement, or another employer benefit plan that accepts direct rollovers;
and

(3) “Eligible rollover distribution” means that portion of a
distribution that may be rolled over to an individual retirement arrangement
or to another employer benefit plan.

(b)(1l) Beginning January 1, 1993, sheuwld-a membery or—speuseif the
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member is deceaseds;—eleet to make a direet rollover other eligible
beneficiary receiving a distribution from the Arkansas Teacher Retirement
System—to—aneligible retirement planof his or her system may elect a direct
rollover of the distribution if the funds consist of an eligible rollover
distributiony—the.

(2) The amount under subdivision (b)(l) of this section shall be
paid to the trustee of the eligible retirement plan.

(c) Subsection (b) of this section shall-apply applies to
distributions made under §§ 24-7-709 — 24-7-711, 24-7-716, 24-7-720, and 24-
7-1308.

(d) This section does not require the system to authorize a direct
rollover of a distribution if:

(1) The distribution is not eligible to be treated as a direct
rollover under the Internal Revenue Code; or

(2) The depository institution receiving the distribution is not
eligible to receive a direct rollover under the Internal Revenue Code.

SECTION 24. Arkansas Code §§ 24-7-721 through 724, are repealed
because those sections are obsolete.
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SECTION 25. Arkansas Code § 24-7-727 is amended to read as follows:

24-7-727. Compounded cost of living adjustments.

(a)(l) After July 1, 1999, beginning with the July 1l whieh is at least
twelve (12) months after the effeetive date of a monthly benefit; the Board

of Trustees of the Arkansas Teacher Retirement System may compound the cost

of living adjustment for all retirants who have received a monthly retirement
benefit for the prior twelve-month period.

(2) the The amount of the benefit under this section shall be
redetermined effective each July 1, and the redetermined amount shall be
payable for the ensuing year.

(3) The simple cost of living adjustment is not payable in the
year or years that the board implements the compounded cost of living
adjustment.

(b)(1) The redetermined amount shall be the amount of the benefit
payable as of the immediately preceding June 30 increased by three percent
(3%) .

(2) The redetermined amount shall become the base amount for
determining all future cost of living adjustments.

(c) The benefit provisions provided in subsections (a) and (b) of this
section shall be implemented according to rules andregulatiens of the—Beard
of Trustees—of the Arkansas Teacher Retirement System board as is actuarially
appropriate for the Arkansas Teacher Retirement System.

(d) PrierteBefore increasing a benefit as—prewvided—in under this
section, the board shall file relevant information concerning the actuarial
appropriateness of the action with the Joint Interim Committee on Public
Retirement and Social Security Programs.

SECTION 26. Arkansas Code Title 24, Chapter 7, Subchapter 12, that is
inconsistent with the legislative mandate of the Arkansas Teacher Retirement
System and has not been implemented, is repealed.
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SECTION 27. Arkansas Code Title 24, Chapter 7, Subchapter 14 is
repealed.
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SECTION 28. EMERGENCY CLAUSE. It is found and determined by the

General Assembly of the State of Arkansas that certain provisions of the
Arkansas Teacher Retirement System Act are in dire need of technical
correction to bring them into conformance with the current public pension
policy; that such technical correction is of great importance to members of
the Arkansas Teacher Retirement System and to other citizens of the State of
Arkansas; and that this act is immediately necessary in order to maintain an
orderly system of benefits for the members of the Arkansas Teacher Retirement
System. Therefore, an emergency is declared to exist and this act being
necessary for the preservation of the public peace, health, and safety shall
become effective on July 1, 2009."

The Amendment wasread thefirst time, rules suspended and read the second time and
By: Senator Faris

LMG/BLA - 02-20-2009 11:16

LMG161 Secretary

LMG161 - 02-20-2009 11:16 Senate Amendment No. __ to Senate Bill No. 191 24 of 24



