ARIZONA HOUSE OF REPRESENTATIVES
Fiftieth Legidlature — First Regular Session

COMMITTEE ON EMPLOYMENT AND REGULATORY AFFAIRS
Minutes of Meeting
Tuesday, February 22, 2011
House Hearing Room 3 -- 2:00 p.m.

Chairman Robson called the meeting to order at 2:16 p.m. and attendance was noted by the
secretary.

M ember s Present
Mr. Farnsworth Mr. Kavanagh Mrs. Yee
Mr. Fillmore Mrs. Pancrazi Mr. Olson, Vice-Chairman
Mrs. Gonzales Mr. Patterson Mr. Robson, Chairman
Members Absent

None

Committee Action

SB1167 - DPA (5-4-0-0)

CONSIDERATION OFBILLS

SB1167 - ASRS; comprehensive amendments- DO PASS AMENDED

Sarah Wharton, House Research Analyst, explained that SB1167 makes numerous changes to the
Arizona State Retirement System (ASRS) statutes relating to administration, distribution of
benefits, Long Term Disability (LTD), employer collections, return-to-work, service purchase,
and benefit transfers (Attachment 1). The bill defines disabled, contract fee, gross salary, and
current annual compensation and implements the Alternate Contribution Rate (ACR) as well as
return-to-work violations.

Ms. Wharton explained that the proposed Robson five-line amendment dated 2/21/11
(Attachment 2) changes the twelve-month return-to-work requirement to 365 days.

Ms. Wharton explained that the proposed Robson two-line amendment dated 2/21/11
(Attachment 3) changes the implementation date of the ACR from 2013 to 2012.

Ms. Wharton explained that the proposed Kavanagh two-page amendment dated 2/21/11
(Attachment 4) repeals language regarding the return-to-work program for members who are
returning to work with more than 20/20 status. It also makes technical and conforming changes.
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Ms. Wharton explained that the proposed Kavanagh seven-line amendment dated 02/21/2011
(Attachment 5) states that, for a member whose membership in ASRS commenced on or after
January 1, 2012, compensation does not include the amount of compensation paid over a
consecutive twelve-month period that is greater than 120 percent of compensation paid over the
previous consecutive twelve-month period.

Ms. Wharton explained that the proposed Kavanagh eleven-line amendment dated 2/21/11
(Attachment 6) specifiesthat overtime pay is not included in the calculation of compensation.

Mrs. Y ee asked for an explanation of the $150,000 appropriation to ASRS which is contained in
SB1167.

Ledli Sorensen, Government Relations Officer, Arizona State Retirement System, stated her
support for SB1167. She explained that the $150,000 appropriation is for a variety of
Information Technology changes required by the hill.

Ms. Sorensen stated that SB1167 does represent the entire legidative package from the ASRS
Board for 2011 and most of the changes are the result of requests for feedback to improve
service and make the statutes more efficient. Exceptions are the ACR and the return-to-work
statutes. She explained that the ACR is charged against an employer who brings a retiree back
into the workforce to work more than 20/20.

Ms. Sorensen stated that she supports the two Robson amendments (Attachments 2 and 3). She
is neutral on the three Kavanagh amendments (Attachments 4, 5, and 6), but does have some
concerns.

On the Kavanagh seven-line amendment dated 02/21/2011 (Attachment 5), she requested an
implementation date of July 1, 2011, rather than January 1, 2012, because of a new set of
benefits that must be implemented on July 1, 2011, and it will be easier administratively to
incorporate these changes at the same time. Mr. Kavanagh agreed to the change.

Ms. Sorensen added that she will need funds to implement the 120 percent change and
commented that the amendment does not incorporate any flexibility for a merit increase or a
promotion. Mr. Kavanagh explained that a merit increase or an in-step promotion probably
would not exceed a 20 percent increase. Discussion ensued among the Members about possible
scenarios where pay increases could violate this legidation.

Mrs. Pancrazi asked the cost to implement the 120 percent change; Ms. Sorenson explained that,
because it is a complex change, there will be some costs associated. Mr. Kavanagh clarified that
the other amendments and the bill will not have costs associated with them.

Regarding the Kavanagh eleven-line amendment dated 2/21/11 (Attachment 6), Ms. Sorenson
stated that less than 0.8 percent of the state’s payroll is overtime pay. She reiterated that she is
neutral on this amendment. Mrs. Pancrazi asked if there will be any cost; Ms. Sorenson replied
that she is not certain, but there will be an employer requirement to calculate and not make
contributions on overtime pay.
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Senator Steven Y arbrough, sponsor, stated that he will review the Kavanagh amendments before
testifying.

Kevin DeMenna, SmartSchoolsPlus, stated his support for SB1167. However, he expressed
opposition to the Kavanagh two-page amendment dated 2/21/11 (Attachment 4) dealing with the
return-to-work program, which he said will prohibit someone from returning to work for another
ASRS employer. He stated that the ACR eliminates any negative financial impact that return-to-
work will have on ASRS.

Vice-Chairman Olson clarified that the ACR will not apply to 20/20 employees. Ms. Sorensen
concurred that the Kavanagh two-page amendment dated 2/21/11 (Attachment 4) states that the
ACR will not apply to 20/20 workers; if the retiree violates the 20/20 rule, the pension will be
suspended and the retiree will resume active membership in ASRS. Mr. Kavanagh added that, if
someone wants to remain a full-time employee, the person should not have retired.

Senator Y arbrough returned to the podium:
e He supports both Robson amendments:
o five-line amendment dated 2/21/11 (Attachment 2)
o two-line amendment dated 2/21/11 (Attachment 3)
e Heisneutral on two of the Kavanagh amendments, stating that they may provide a very
modest actuarial benefit and not justify the costs to implement:
o seven-line amendment dated 02/21/2011 (Attachment 5)
o eleven-line amendment dated 2/21/11 (Attachment 6)
e He opposes the Kavanagh two-page amendment dated 2/21/11 (Attachment 4) which
deals with return-to-work.

Vice-Chairman Olson announced the names of those who signed up in support of SB1167 but
did not speak:
Jerome Aronson, Arizona State University Retirees Association

Vice-Chairman Olson moved that SB1167 do pass.

Vice-Chairman Olson moved that the Robson five-line amendment dated
2/21/11 (Attachment 2) be adopted. Themotion carried.

Chairman Robson moved that the Robson two-line amendment dated 2/21/11
(Attachment 3) be adopted. The motion carried.

Vice-Chairman Olson moved that the Kavanagh two-page amendment dated
2/21/11 (Attachment 4) be adopted. Themotion failed.

Vice-Chairman Olson moved that the Kavanagh seven-line amendment
dated 02/21/2011 (Attachment 5) be adopted. The motion carried.

Vice-Chairman Olson moved that the Kavanagh eleven-line amendment
dated 2/21/11 (Attachment 6) be adopted. The motion carried.
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Vice-Chairman Olson moved that SB1167 as amended do pass. The motion
carried by aroll call vote of 5-4-0-0 (Attachment 7).

Without objection, the meeting adjourned at 2:58 p.m.

Jane Dooley, Committee Secretary
March 10, 2011

(Original minutes, attachments and audio on file in the Office of the Chief Clerk; video archives
available at http://www.azleg.gov)
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