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ASRS; employer contributions; rate 
 
Purpose 
 
           An emergency measure that returns an ASRS employer’s contribution to 50 percent, 
rather than 47 percent, of all benefits under and costs of administering the program, and returns 
the employee’s contribution to 50 percent. 
 
Background 
 

Laws 2011, Chapter 26 changed employer and employee contribution rates for current 
and future members of the Arizona State Retirement System (ASRS).  The existing split of 50/50 
was amended to require that ASRS members pay 53 percent and employers of those members 
pay 47 percent.  H.B. 2264 retroactively reverts these contributions to 50/50. 
 

The fiscal impact to the state general fund would be in the amount of the stated 
appropriations. 
 
Provisions 
 
1. Specifies that the employer of an ASRS member shall contribute an amount that the board 

determines is necessary to pay one-half, rather than 47 percent, of all ASRS benefits, 
including the long-term disability program, retroactive to July 1, 2011.   

 
2. Specifies that a member shall contribute a percentage of the member’s compensation equal to 

the employer contribution, rather than 53 percent, retroactive to July 1, 2011. 
 
3. Specifies that the total employer contributions shall be equal to the employer normal cost 

plus the amount required to amortize the past service funding requirement over a rolling 30-
year period, retroactive to July 1, 2011. 

 
4. Requires each employer of an ASRS employee to, on or before September 30, 2012, return 

employee contributions made in excess of the required employer contributions that were in 
effect as of July 1, 2011, except that a return of contributions is not required to an employee 
who has forfeited their right to benefits or otherwise received the value of the excess 
contribution as a distribution from ASRS. 

 
5. Requires each employer of an ASRS employee to, on or before June 30, 2012, adjust the 

excess contribution transactions reported to ASRS in a manner instructed by ASRS. 
 
6. States that this return of excess employee contributions shall: 

a) for retirement contributions, be treated as taxable wages in calendar year 2012, and for 
LTD contributions, be treated as a payment by the employer of previously taxed wages; 
and   
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b) not be treated as salary, wages or compensation for purposes of determining any future 
ASRS benefit. 

 
7. States that ASRS is not under any duty to monitor, arbitrate, manage or otherwise control the 

return of any excess employee contributions. 
 
8. Allows ASRS to adjust or rebalance any member’s account to take into consideration the 

modification to the contribution rate.   
 
9. Appropriates in FY 2012, $6,602,900 from the state general fund and $1,454,200 from other 

appropriated funds to state agencies due to changes in the proportion of the retirement rate, 
and to reimburse employees for retirement contributions made in excess of 50 percent. 

 
10. Requires the Joint Legislative Budget Committee (JLBC) staff to determine and the 

Department of Administration (ADOA) to allocate to each agency or department an amount 
for the contribution adjustment.   

 
11. Requires JLBC staff to also determine and ADOA to allocate adjustments in expenditure 

authority. 
 
12. Appropriates $32,714,800 from the state general fund in FY 2012 to the Department of 

Education, in addition to any other appropriations, for basic state aid associated with the 
retirement contribution rate increase and to reimburse employees for retirement contributions 
made in excess of 50 percent.   

 
13. Requires that $1,949,200 shall be transferred from the state general fund to other state funds 

to recoup amounts transferred under Laws 2011, chapter 26, section 8. JLBC staff shall 
determine and ADOA shall allocate to each fund an amount for the transfer. 

 
14. Stipulates that the appropriations made are exempt from lapsing, except that any monies 

remaining unspent on December 31, 2012 shall revert to the fund from which the monies 
were appropriated. 

 
15. Contains technical and conforming changes. 
 
16. Becomes effective on signature of the Governor, if the emergency clause is enacted. 
 
House Action 
 
ERA  1/24/12     DPA     9-0-0-0-0-0 
APPROP 2/23/12     DPA     10-1-0-2-0-0 
3rd Read 3/5/12        60-0-0-0-0  
 
Prepared by Senate Research 
April 19, 2012 
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