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Purpose 
 

Provides changes to Public Safety Personnel Retirement Plan (PSPRS) statutes in order to 
conform to Internal Revenue Code (IRC) section 401(a). 
 
Background 
 

A.R.S. § 38-857 requires the PSPRS Board (Board) to pay part of the premium of any 
group health and accident insurance for each retired member or survivor of PSPRS who receives 
a pension if the retired member had eight or more years of credited service under the plan.  The 
Board shall pay up to: 
 

Coverage Medicare Eligible Amount of Subsidy 
Single Not Eligible $150 
Single Eligible $100 
Family Not Eligible $260 
Family Eligible $170 

Family 
Member Not Eligible 
Dependent Eligible $215 

Family 
Member Eligible 

Dependent Not Eligible $215 

 
The Internal Revenue Service (IRS) issues a favorable determination letter to any plan 

that qualifies for favorable tax treatment under IRC section 401(a).  For example, contributions 
made in accordance with the plan document are generally currently deductible.  However, 
participants will not include these contributions in income until the time they receive a 
distribution from the plan.  In some cases, taxation may be further deferred by rollover to another 
qualified plan or individual retirement arrangement. A favorable determination letter expresses 
the IRS’s opinion regarding the form of the plan document.   
 

There is no anticipated fiscal impact to the state General Fund associated with this 
legislation. 
 
Provisions 
 
1. Requires, retroactive to September 30, 1988, application of an amount equal to the amount of 

forfeiture of interest to be applied as soon as possible to reduce employer contributions to 
fund benefits, if a member who is eligible for benefits forfeits the member’s interest in the 
account before the termination of the plan. 
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2. Prohibits lump sum payments, made to a member to prevent ineligibility for social service 

programs, from eligibility for a direct rollover distribution. 
 
3. Prohibits the ability of a member to purchase a handgun or shotgun issued by the employer to 

the member at less than fair market value. 
 
4. Contains technical changes. 
 
5. Becomes effective on the general effective date, with a retroactive provision as noted. 
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