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OVERVIEW
SB 1170 makes administrative changes to the statutes governing the Arizona State Retirement
System.

HISTORY

The Arizona State Retirement System (ASRS) was created in 1953 to provide retirement benefits
to public employees. The ASRS currently supports 535,501 active, inactive, and retired members
from 707 employer units, including school districts, charter schools, state colleges and
universities, and local, county and state government. Private and non-profit employers are not
eligible for ASRS participation.

The ASRS is administered by the Board of Trustees (Board) in accordance with Title 38, Chapter
5 of the Arizona Revised Statutes. The ASRS is a cost sharing, multiple employer, public
employee, tax qualified, defined benefit retirement plan. Cost sharing means that both the
employee and the employer contribute to the member’s retirement. Employees and employers
share 50/50 contribution rates and pay an equal percentage of compensation to cover the costs of
benefits, which include pension, health insurance premium, and survivor benefits and long-term
disability.

The ASRS is qualified under section 401(a) of the Internal Revenue Code (IRC) and is exempt
from federal income tax as an employer pick-up plan under section 414(h) of the IRC. Employee
contributions are tax deferred until payment is made to the member as a benefit or refund.

PROVISIONS
Amortization Period

« Changes the past service funding requirement amortization period from a rolling 30 day
period to a period determined by the Board and consistent with generally accepted actuarial
standards.

« Instructs the Board, when determining the amortization period, to seek improvement of the
funded status whenever the ASRS Trust Fund is under 100% funded.

Federal Conforming Changes

« Limits the ASRS to use of the Employee Plans Compliance Resolution System or other
future guidance prescribed by the Internal Revenue System (IRS) when making corrections
regarding excess additions credited on behalf of an ASRS member in violation of the annual
[imit under IRC 8§ 415(c).

« Rewrites statutory provisionsto conform to IRC § 415 limits.
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« Provides that in addition to a complete termination, upon a partial termination of ASRS, the
accrued benefit of each member isfully vested and non-forfeitable to the extent then funded.

. States a member’s normal retirement benefit is nonforfeitable upon reaching the member’s
normal retirement requirement, except as provided by the Felony Forfeiture statute.

. Defines applicable mortality table as that described in IRS Revenue Ruling 2001-62.
Spousal Consent Clarification

« Clarifies that a member is not required to name or maintain a current spouse as their
beneficiary or elect ajoint and survivor annuity if such an action would violate another law,
an existing contract, or a court order, retroactively to, from, and after June 30, 2013.

Member | dentity Protection

« Prohibits inspection of any unredacted records containing a member’s social security
number, bank account information, address, telephone number, e-mail address, medical
records, health insurance information, beneficiary or survivor information or disability
information or any information that is protected by any federal or state law retroactive to July
1, 2013.

« Prohibits inspection of member information, retroactive to July 1, 2013, in order to protect a
member’ s identity from fraud, abuse, theft or civil or criminal activity, except for:
> The member’s name

Membership status (active, inactive, retired)

Current or most recent employer

Average monthly compensation used to calculate a retirement benefit

Credited service on account for an active or inactive member or the credited service used

to calculate aretired member’ s benefit

Gross pension amount actually paid to aretired member

Most recent retirement date

Current account balance for an active or inactive member

Gross LTD program benefit actually paid to a disabled member

Amount paid to purchase service

Amount of service purchased

YV V V V

YV V. V V V V

Survivor Benefits
« Removes the $5,000 threshold for election of a survivor benefit annuity option.

« Limits a survivor to alump sum or a straight-life annuity option only, rather than a 5, 10 or
15 year option.

. Allows a beneficiary to select the straight life annuity option provided the monthly payout
amount is greater than an amount determined by the Board. The current Board determined
amount is $20 per month.

« Eliminates the present value calculation for survivor benefits, which is currently only
available if the member had reached an early retirement date or had 15 years of service and
the designated beneficiary is a spouse, a member’s natural or adopted child under the age of
21 or amember’s natural or adopted child of any age who is disabled.

« Provides adelayed effective date for changes to survivor benefits to new survivors on or after
January 1, 2014.
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Permanent Benefit | ncreases
. Eliminates Permanent Benefit Increases for members who join after this act’ s effective date.
Self-Insured Health Insurance Program

« Authorizes the ASRS to establish a self-insured health insurance program if the Board
determines, considering risks and costs, that such a plan would be more cost-effective than a
fully insured plan.

. Stipulates that if a self-insurance program is established, it shall include all health coverage
benefits that are currently required under Title 20.

« Permits the ASRS to establish a separate account to administer a self-insured health plan and
prohibits the ASRS from diverting any funds from said account for any other purpose.

. Transfers monies in the self-insured health plan account to another ASRS account upon
closure of a self-insurance plan.

Miscellaneous

« Appropriates $200,000 from the ASRS Administration Account Fund to ASRS for FY 2013-
14 and exempts the appropriation from lapsing.

« Makestechnical and conforming changes.
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