ARIZONA HOUSE OF REPRESENTATIVES
Fifty-first Legislature — First Regular Session

COMMITTEE ON INSURANCE AND RETIREMENT
Minutes of Meeting

Tuesday, February 26, 2013
House Hearing Room 3 -- 2:00 p.m.

Chairman Lovas called the meeting to order at 2:38 p.m. and attendance was noted by the
secretary.

M ember s Present
Mr. Livingston Mr. Robson Mr. Allen, Vice-Chairman
Ms. McCune Davis Ms. Steele Mr. Lovas, Chairman
Mr. Mendez Ms. Townsend
Members Absent
None
Committee Action
SB1170 — DP (5-3-0-0) SB1238 —HELD AT SPONSOR’S REQUEST

SB1178 —HELD AT SPONSOR’'S REQUEST

CONSIDERATION OFBILLS

SB1178 - ASRS; long-term disability - HELD AT SPONSOR’'S REQUEST

Chairman Lovas announced that SB1178 will be held at the sponsor’s
request.

SB1238 - unemployment insurance; erroneous benefit payments - HELD AT SPONSOR’S
REQUEST

Chairman Lovas announced that SB1238 will be held at the sponsor’s
request.

SB1170 - ASRS; amendments - DO PASS

Vice-Chairman Allen moved that SB1170 do pass.

Ms. McCune Davis moved that the McCune Davis four-line amendment to
SB1170 dated 2/22/13 (Attachment 1) be adopted.
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Jeanine Jones, Staff Attorney/Majority Research Analyst, explained that SB1170 makes
administrative changes to the statutes governing the Arizona State Retirement System (ASRS)
(Attachment 2). The McCune Davis four-line amendment to SB1170 dated 2/22/13
(Attachment 1) removes the provision that eliminates the permanent benefit increase (PBI) for
new members, therefore, keeping the current PBI in place for all members.

Ms. McCune Davis related that the McCune Davis amendment reinstates the provision that
removes the PBI for new members.

Chairman Lovas said he opposes the McCune Davis amendment.

Chairman Lovas announced the names of those who signed up as neutral on SB1170 but did not
Speak:
Leonard Clark, representing self

Ledi Sorensen, Government Relations Officer, Arizona State Retirement System (ASRYS), in
support of SB1170, stated that the bill represents aimost the entire legislative package for the
year. ASRS supports all provisions of the bill, except removal of the PBI. While ASRS is
instructed by statute to provide the Legidature with potential cost-savings mechanisms, the
ASRS Board is not permitted to lobby on modifications after presentation to the Members.

Joe Carter, Legislative Team Member, All Arizona School Retirees Association (AASRA),
opposed SB1170. He stated he is in favor of all parts of the hill, except the provision that
removes the PBI for new hires. He talked to ASRS staff members who related concern about a
possible future event that will cause the PBI to statutorily have to be granted at a time when
perhaps the ASRS Fund could not fund it, causing insolvency. He suggested modifying the
language to prevent that from happening as opposed to eliminating the language.

In response to a question, Ms. Sorenson replied that ASRS is seeking potential replacement
opportunities for the PBI, which is not included in the contribution rate, so there are no assets set
aside for PBI unless ASRS is allowed to place money into that account. She noted that the PBI
is not a replacement for any type of cost-of-living adjustment. PBIs are paid when there are
excess earnings from the funds that are put aside, so people have no expectation of any type of
increase once they retire. ASRS is actively seeking to find a replacement mechanism for the
PBI.

Leeann Wieser, President, Arizona Federation of Teachers, spoke in opposition to SB1170. She
indicated that the Federation is very concerned about eliminating the PBI if an alternative is not
already in place. She opined that the ASRS is well funded enough to handle the PBI and it does
not impact the General Fund.

Chairman Lovas announced the names of those who signed up in opposition to SB1170 but did
not speak:
Jennifer Loredo, Arizona Education Association.

Question was called on the motion that the McCune Davis four-line
amendment to SB1170 dated 2/22/13 (Attachment 1) be adopted. The motion
failed.
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Question was called on the motion that SB1170 do pass. The motion carried
by aroall call vote of 5-3-0-0 (Attachment 3).

Without objection, the meeting adjourned at 2:48 p.m.

Linda Taylor, Committee Secretary
April 12, 2013

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