HOUSE OF REPRESENTATIVES

HB 2166
PSPRS contributions; county employers
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Sponsors: Representatives Orr, Steele

DPA Committee on Insurance and Retirement
DP Caucus and COW

X As Transmitted to the Governor

OVERVIEW
HB 2166 permits a county employer under PSPRS that elected to pay a higher level percentage
contribution rate to eliminate that rate amount for members hired on or after January 15, 2015.

HISTORY

Established in 1968, the Public Safety Personnel Retirement System (PSPRS) administers the
statewide retirement program for public safety personnel who are regularly assigned hazardous
duty in the employ of the state. Consisting of 237 participating employers, PSPRS includes over
33,500 members, approximately 15,000 of whom are currently retired. PSPRS is funded through
cost sharing contributions from the member and employer. Contributions vary from employer
group to employer group, based on each employer group’s individually accrued unfunded
liability. For FY 2013-2014, members are required to contribute 10.35% of pre-taxed salary and
employers must contribute an average of 30.44% of payroll.

In 2013, the Legisature added 401(h) accounts to PSPRS, the Elected Official Retirement Plan
and the Corrections Officer Retirement Plan. These accounts are necessary for any health
subsidies that are paid to retirees to be excluded from the retirees income for income tax
purposes. The effective date of the legislation was September 13, 2013. The Internal Revenue
Service (IRS) has indicated that in order to permit retirees to exclude the health subsidies from
income, the legislation must be retroactive to when the subsidies were first offered under the
plans.

PROVISIONS

. Permits a county employer under PSPRS that elected to pay a higher level percentage
contribution rate to eliminate that rate amount for members hired on or after January 15,
2015.

« Makes certain sections of law retroactive to the following dates, in order to allow health
subsidies to be excluded from retirees’ income for income tax purposes.
> For A.R.S. §38-817, subsections G and H, May 15, 1990;
» For A.R.S. 8 38-857, subsections G and H, September 29, 1988; and
> For A.R.S. § 38-906, subsections G and H, September 26, 1990.
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