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Stricken language would be deleted from present law. Underlined language would be added to present law.

State of Arkansas

81st General Assembly A B I II

Regular Session, 1997 SENATE BILL 49

By: Senator Hopkins

For An Act To Be Entitled
"AN ACT TO AMEND ARKANSAS CODE § 24-7-406 TO PROVI DE FOR
AN ALTERNATI VE TAX TREATMENT OF MEMBER CONTRI BUTI ONS FOR
THE TEACHER RETI REMENT SYSTEM UNDER SECTI ON 414(h) OF THE
| NTERNAL REVENUE TAX CODE; TO DECLARE AN EMERGENCY; AND
FOR OTHER PURPOSES. "

Subtitle
"TO PROVI DE FOR ALTERNATI VE TAX
TREATMENT OF MEMBER CONTRI BUTI ONS FOR
THE TEACHER RETI REMENT SYSTEM UNDER
SECTI ON 414(h) OF THE FEDERAL | NCOVE TAX
LAWS. "

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS

SECTION 1. Arkansas Code § 24-7-406, regarding contributions to
menbers' deposit accounts for the Teacher Retirement System is anended to add
a new subsection (h) to read as foll ows:

"(h) Each enployer shall pay the nmenber contributions required by this

section for each salary earned by a nmenber after June 30, 1997 and those

contributions shall then be treated as enpl oyer contributions in deternining

tax treatnment under the provisions of the federal Internal Revenue Code and

the Arkansas | ncome Tax Act, Arkansas Code 88 26-51-101 et seq. Provided,

however, each enpl oyer shall continue to withhold federal and state incone

taxes based upon those contributions as i ncome of the nenber until the federa

I nternal Revenue Service or the federal courts rule that, pursuant to Section

414(h) of the Internal Revenue Code, the contributions shall not be included

as gross inconme of the nmenber until they are distributed or made available to
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the nmenber. The enpl oyer shall pay these menmber contributions fromthe sane

source of funds used in paying the salary to the nenber. The enpl oyer may pay

these contributions by a reduction in the cash salary of the menber, or by a

setof f against future salary increases, or by a conbination of a reduction in

salary and a setoff against future salary increases. |f nmenber contributions

are paid by the enployer as provided under this subsection, they shall be

treated for all purposes of the Teacher Retirement Systemin the same manner

and to the sanme extent possible as nenber contributions made prior to the date

the enpl oyer began paynment of the nmenmber's contributions hereunder."”

SECTION 2. Al provisions of this act of general and permanent nature
are anendatory to the Arkansas Code of 1987 Annotated and the Arkansas Code

Revi si on Comni ssi on shall incorporate the sane in the Code.

SECTION 3. If any provisions of this act or the application thereof to
any person or circunstance is held invalid, the invalidity shall not affect
ot her provisions or applications of the act which can be given effect w thout
the invalid provisions or application, and to this end the provisions of this

act are declared to be severable.

SECTION 4. Al laws and parts of laws in conflict with this act are

her eby repeal ed.

SECTION 5. Enmergency. It is hereby found and determ ned by the

Ei ghty-First General Assenbly of the State of Arkansas that the current

| anguage in the federal Internal Revenue Code nmkes it inperative that changes

be made in | aws of the Teacher Retirenment System regardi ng enpl oyee

contributions for incone tax treatnment purposes to save the nenbers' noney;

that administrative efficiency dictates those changes be made at the begi nning

of the state fiscal year on July 1st; and that these changes are essential to

the protect the financial interests of the nmenbership of the Teacher

Retirenment System Therefore, in order to protect the menmbers of the System

an enmergency is hereby declared to exist, and this act being necessary for the

i medi ate preservation of the public peace, health, and safety, shall becone

effective July 1, 1997.
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