ATRS PACKAGE BILLS FOR THE 2017 SESSION

The ATRS Board of Trustees has unanimously voteslipporta nineteen (19) bill packagdor
the 2017 legislative session. With the approvahef ATRS Board Chair, Jeff Stubblefield, one
additional bill has been added for a total2€ ATRS package bills.ATRS will also closely
follow all bills that could impact ATRS during sessi&very week the new executive director
update will detail new bills, amendments, and tlatus of all ATRS package bills and other bills
affecting ATRS.

This summary provides a brief title and explaine fhotential impact of all 20 bills in the
package and any other bills that may impact ATE®me bills may have an emergency clause
that would make the bill effective July 1, 20170n& bills have an emergency clause that makes
the bill become effective_immediately. Some bitlave no emergency clause and become
effective 90 days after the session ends.
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TBA Accrued sick leave to count as service dréddeath of an active member
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TBA Disability retirees allowed to file anothdrsability application with ATRS if
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Social Security denies disability benefits; disépiretirees may return to
work full-time/part—time, revert to last benefituhable to continue working;
disability retirement to include reciprocal serviredit for vesting purposes.

TBA Survivor benefits to use reciprocal serviceedit for vesting purposes,
prorate survivor child benefits in correlation tember's years of service.

TBA Allow members with concurrent reciprocalrgee to voluntarily waive
ATRS service credit.

TBA Pension advance companies prohibition.

TBA Settlement agreements may include purchaaseclity salary, discontinue

adding settlement amounts as salary to member atgoand possible
addition of air time on value of future benefits.

TBA Automatic spousal survivor benefit rightsayn be voluntarily waived by
member.

TBA Employer contribution rate may be adjustédeeded, and conditions met.

TBA Modifies process of setting the employeatibution rate.

TBA Multipliers for future service credit mayetadjusted, if needed.

TBA Benefit stipend adjustments and removahirbenefit base may be adjusted,
if needed.

TBA Reversal of the 2009 compounding of the @Ohay be adjusted, if needed.

TBA Authority to adjust T-DROP Interest rateg Board resolution and transfers

of Deferred Retirement Option Plan (DROP) balanoetveen reciprocal
Arkansas public retirement systems.

TBA Authority to adjust final average salarytaspiking percentage.

TBA Authority to adjust early voluntary retireemt or early T-DROP entry
reductions, if needed.

TBA Adjustment of Employer early separationémtive programs.

TBA CASH program modifications and expansiongymbe implemented by

ATRS; CASH program benefit designation for certaimactive vested
members by ATRS.

TBA Outsourcing election by ATRS employers.
TBA Evaluation of Internal Auditor
TBA Technical Corrections



IMPACT AND ANALYSIS OF ATRS PACKAGE
BILLS AFFECTING ATRS, MEMBERS, AND EMPLOYERS
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BILL#
1: Accrued sick leave to count as service credledth of an active member occurs.

Emergency Clause: Effective Immediately

Explanation:  Sick Leave Credit Upon Death- This bill would allow ATRS to recognize unused
accrued sick leave, whether paid or unpaid, asitececervice to determine retirement eligibility, t
calculate final average salary, and for eligibilfgr other system benefits. The deceased member's
account is to be credited one day of service foheky of unused accrued sick leave and one dagnfor
remaining partial day of sick leave to be addedht fiscal year in which the member dies. Unused
catastrophic leave and other unused donated lezaitalsle to the member shall not be credited as
service.

The purpose of this bill is to reward deceased negsibefforts who have saved sick leave and to
encourage work attendance by all ATRS members.

ACTION: None



BILL#

2: Disability retirees allowed to file another difdy application with ATRS if Social Security

denies disability benefits; disability return t@nk full-time/part —time, revert to last benefituhable
to continue working; disability retirement to iode reciprocal service credit for vesting
purposes.

Emergency Clause: Effective Immediately

Explanation: Disability — This bill would do four things. First it will helprevent a disability retiree's
loss of ATRS disability by allowing a review by thdRS' medical committee within three months of
disability benefits ceasing due to the lack of ai&loSecurity Administration favorable disability
determination letter. A member who fails to beldesd disabled by the Social Security Administnatio
may seek a review not sooner than three monthgddfe date that the member's disability retirement
would otherwise end and until three months aftanteation of disability retirement. All applicatis for
review will be heard by ATRS' medical committee sistent with the current definition of disability b
ATRS. The committee's decision will be submittedffnal order of the Board, consistent with rutes
initial disability retirement. The Board's apprbvauld be the final disposition. Second, the wituld
allow a disability retiree to work and also receimenthly disability benefits if he or she worksdehan
forty days during a fiscal year or works more td@ndays but the work is substantially differentrthiae
work the member did when retiring because of digglind has a computed salary that is less than th
final average salary used to compute the monttdghidiity benefit. The covered employer may reqaest
waiver within 3 months of employment of the membEne system shall grant the waiver unless the
member has already worked 40 or more days. If rtiae 40 days have been worked, the system shall
grant the waiver based upon review of the requadtsaipporting documentation, if the requirements of
substantially different work are met. If waiver gsanted, the member will continue to receive the
monthly disability retirement and would not accradditional service credit. The covered employer
would remit contributions on all salary paid in amount equal to the employer contribution rate
applicable to active members. Third, the bill avages a disability retiree to try to return to kon a

full time basis. Currently, if a member goes bazkvork, disability benefits cease. If the membeant
returns to disability retirement with the systetme disability retirement benefit may be lower thha
disability benefit paid last due to loss of COLABhis bill will allow the higher amount that the mber
would receive if they had not returned to regularkvor recalculated based on additional salary and
additional service credit earned while working. uihb, this bill would also recognize all reciprocal
service credit with another Arkansas public retieaimsystem to be counted for vesting purposes for
disability retirement.

The purpose of this bill is to streamline the AT&Sability process and to encourage disabilityreet to
return to work on a full time or part-time basisassist schools in meeting critical staffing needs.

ACTION: None



BILL#

3: Survivor benefits to use reciprocal service itrédr vesting purposes, prorate benefits in
correlation of years of service, and allow a 6-thgueriod after a survivor application is filed to
submit all requested documents to ATRS.

Emergency Clause: Effective Immediately

Explanation: Survivor/Reciprocal Service— This bill would grant a surviving dependent dhilf the
member an annuity in the amount equal to one pemethe member's highest salary year for each
quarter of a year credited as actual service irsyis¢em, up to a maximum of twenty quarters of ar ye
that are credited as actual service in the systertoua maximum of $20,000 per year. (Previously a
minor child obtained the full benefit or not benedt all. This modification allows a proration thfe
benefit based on actual ATRS service while recaggireciprocal service to vest.) If there aresthor
more dependent children, the benefit would be éohiio sixty percent of member's highest salary gear
$60,000 per year, whichever is less, and proratedng the dependent children. This bill would also
make an application by a survivor, survivor's gisrdor legal representative void if the applicatio
process is not completed within six calendar moaftey the application is filed, unless an extendias
been granted by the system. The same will appinteligible spouse.

The purpose of this bill is to allow reciprocal\see to count to vest for survivor benefits butnate the
amount until a full 5 years in ATRS are reached alsd to limit the survivor benefit to begin at more
than $20,000 per surviving child. (The existing Jd@r instance, would allow a minor child of a dased
member making $250,000 a year a survivor benefi50f000 a year until age 23. This change linhiés t
survivor benefit of a maximum of $20,000 per year phild.) The bill also requires applicants to
complete the application process with a reasortahkeor start the process over.

ACTION: None

BILL#
4. Allow members with concurrent reciprocal servicavaive ATRS service credit.

Emergency Clause: Effective Immediately

Explanation: Concurrent Service— This bill would allow members who have concurresrvice with
an Arkansas reciprocal public retirement systenofigortunity to voluntarily elect to waive ATRS
service instead of just the other system's servitreder the proposal, a member may elect to wdlhvar a
part of their ATRS service credited to the membéne member has concurrent service in another
reciprocal plan. The member's employer and emplaperued contributions will remain with the
system.

The purpose of this bill is to allow a member te ashigher final average salary or service credihfthe
reciprocal retirement system or ATRS to computeekiten

ACTION: None



BILL#
5: Pension advance companies prohibition.

Emergency Clause: Effective Immediately

Explanation: Pension Advance Companies Prohibitio — The purpose of this proposal is to protect
members by prohibiting pension advance companides fbtaining a retiree's benefit to repay a loan.
The interest rates to repay a very small loan mxaged 100%, and may take years to repay. No device
transfer, pension advance, or related scheme wiiiged to circumvent the prohibition against peEnsi
advances, assignments, or transfer of benefitptrson other than a benefit participant.

The purpose of this law is to protect members fppadatory benefit practices.

ACTION: None

BILL#
6: Settlement agreement to include purchased anmisicontinue adding settlement amounts to
member, and can add air time or value of futureebts. .

Emergency Clause: Effective Immediately

Explanation: Settlements -This bill would assist employers and members ilelsputes by allowing
salary or service credit to be purchased as aopéne settlement. The additional salary woulchdded
to the calculated salary at the time of purchabke. Member's official salary record will include the
purchased additional salary years in computindittae average salary at the time of retiremenhd t
salary in any of the additional purchased salagryegualify for the final average salary calculatid'he
system will use the same factors to determine dlsé af the additional salary purchase that is tieed
calculate an additional monthly benefit in the atimation of a T-DROP distribution. The calculatio
shall be made with the assumption the member waNg immediately retired at the time of the
purchase.

The purpose of this bill is assist employers anchber's in reaching settlements in legal disputes@and
eliminate employer and employee contributions setdement of claims or judgments and to make the
process more certain and user friendly.

ACTION: None



BILL#
7 Spousal survivor benefit rights may be redirédig member, if specifically designated by the
member to another person.

Emergency Clause: Effective Immediately

Explanation: Survivor Spousal Rights—This bill eliminates the automatic statutory desitpn that
residual benefits must go to a spouse. This bilild@llow a member of ATRS to voluntarily designate
an alternative residual beneficiary in lieu of amoanatic spousal designation to receive a lump sum
payment of the member's residue amount upon déath active or T-DROP member. This means no
spousal survivor benefit shall be payable if aarakitive beneficiary is named.

The purpose of this bill is to give members thétig overcome the statutory presumption that aispo
always receives the benefit in the event of deathlats each member decide.

ACTION: None

BILL#

8: Modifies the employer contribution rate adjustini allow an adjustment even if ATRS is
below a 30 year amortization period, if neededréhtly, ATRS must be above a 30 year
amortization period.

Emergency Clause: Effective Immediately

Explanation: Employer Contributions — ATRS already has the authority to raise the employe
contribution rate. This bill would allow an empl@yntribution rate adjustment even when below a 30
year amortization if needed to maintain actuaalrginess. This bill essentially eliminates an
amortization period in excess of thirty (30) yesrguirement in order for the Board to make a
modification to the employer rate.

The purpose of this bill is allow a change if negedeany time in order to protect financial soursine

ACTION: None



BILL#
9: Employee contribution rate adjustment, if needed.

Emergency Clause: Effective Immediately

Explanation Member Contributions — ATRS already can increase the member contributiif the
ATRS amortization period is over 30 years. Thiswduld allow the employee contribution rate to be
adjusted if needed to maintain actuarial soundné&hss bill also eliminates an amortization perind
excess of thirty (30) years requirement in ordetlie Board to change the employee contributiog. rat

The purpose of this bill is to provide a mechanisrhelp maintain the financial strength of ATRS as
needed in order to protect its members.

ACTION: None

BILL#
10: Benefit multiplier adjustment for future serviceedit, if needed.

Emergency Clause: Effective Immediately

Explanation: Benefit Multipliers — ATRS already can already adjust the benefit migtipf the ATRS
amortization period is over 30 years. This bill \ballow the ATRS Board greater flexibility to adju
the multiplier used in benefit calculations, if ded in order to maintain actuarial soundness. bifis
does so by eliminating the requirement that an &imadion period in excess of thirty (30) years ekis
the Board to make modifications to the benefit ipliéirs.

The purpose of this bill is to maintain provide aahanism to protect the financial strength of ATRS
order to protect its members.

ACTION: None



BILL#
11: Benefit stipend adjustments and removal fromefiebase, if needed.

Emergency Clause: Effective Immediately

Explanation: : Stipends: ATRS can already adjust the benefit stipend ifARKRS amortization
period is over 30 years. This bill would allow th&RS Board greater flexibility to adjust the bemefi
stipend, if needed in order to maintain actuaalnsiness. This bill does so by eliminating the
requirement that an amortization period in excéshigy (30) years exist for the Board to make
modifications to the benefit stipend. The billeaédlows the Board to remove the benefit stipendifthe
base amount used to calculate cost of living anljasts for current retirees and option beneficiaifes
needed to maintain actuarial soundness. ThellulWwa the Board to phase in adjustments to the fitene
stipend in order to prevent a retiree from recegharreduction of benefits at any time. The bikslmot
change the requirement of ten years of actualsenéeded to qualify for the benefit stipend.

The purpose of this bill is to provide a mechaniermaintain the financial strength of ATRS in order
protect its members.

ACTION: None

BILL#
12: Reverse 2009 compounding of the Cost of Livirtjuatment (COLA), if needed.

Emergency Clause: Effective Immediately

Explanation: Reverse the 2009 Compounding of the@LA - The ATRS Board may already reverse
the 2009 compounding of the COLA. This bill woaltbw the Board to reverse the 2009 compounding
of the COLA, if needed in order to maintain actabsioundness. The reversal may include a chart or
proxy formula to be applied for members that hawaglicated changes in their benefits due to divorce
remarriage, death of the member, or death of asgpdthis bill would also allow the Board to phase i
the reversal in order to prevent a retiree fronengng a reduction of benefits at any time.

The purpose of this bill is to provide a mechaniermaintain the financial strength of ATRS in orter
protect its members.

ACTION: None



BILL#

13: Clarified ATRS Authority to adjust T-Drop intesterates, by resolution, and the authorization of
transfers of Deferred Retirement Option Plan (DIRR#ances between reciprocal retirement
systems with varying DROP periods

Emergency Clause: Effective Immediately

Explanation: T-DROP Interest & authorization for R eciprocal Transfers —This bill would allow the
Board to determine the T-DROP plan interest ragetaising a variable rate formula (like used toaay)
use a fixed interest rated adopted by Board rasolytrior to the beginning of a fiscal year and laggpto
all subsequent fiscal years unless or until modibig the Board. A variable interest rate formulaulgo
likely be based upon investment returns and ofingtas factors. If the Board adopts a variablesnetst
rate formula, the plan interest rate is establigiréat to the beginning of a fiscal year to whible plan
interest rate applies. The Board may adopt a T-BR@rticipation incentive rate during a fiscal year
addition to the applicable interest rate, if inwesht returns and financial conditions justify aocdntive
rate for the fiscal year.

This bill also is designed to save money by delgyatirements and encouraging experienced employees
to work longer. It allows a member with reciprosatvice who simultaneously enters the DROP of two
reciprocal retirement systems with varying lengitheme for DROP participation to transfer the DROP
balance from the system with the shortest ternadigpation (when the DROP is fully completed}he
retirement system with the longest term of partitign. In order to make this transfer, the member
would have to be actively employed by an employehe retirement system with the longest DROP
period at the time of entry in both plans and atttine of completion of the DROP plans); the member
would have to have completed the participation teftie plan from which the transfer would ocche t
member would have at least two years of contineligibility to participate in the DROP to which the
transfer occurred; and would have to apply forftrehe transfer and notify both the transferriggtem
and receiving system of the intended transferaatlene month before the transfer effective datee
member would not be eligible to draw a monthlyregtient benefit from either system until twelve
months after completion of the DROP transfer. aesfer would be treated as a rollover. The
transferring system and receiving system wouldoagta monthly retirement benefit to the memberl unti
he or she officially retires from the receiving t®m or for 12 months, whichever is later. The tfamsg
system will calculate a monthly retirement benaéitf the member had retired at the end of the fgan
and chosen one hundred percent lump sum paymdéme @ROP balance. Once transferred, the
receiving system's law or rules shall apply toDfROP account.

The purpose of this bill is to allow the ATRS Boaodcadopt either a fixed or variable T-DROP intéres
rate and to make a change to encourage experiemetbers to continuing working and delay retirement
when participating in two DROP plans and the maxmparticipation period has been reached in the
plan with the shortest participation period.

ACTION: None



BILL#
14: ATRS authority to adjust final average salarii-apiking percentage to prevent salary spiking.

Emergency Clause: Effective Immediately

Explanation: Anti-spiking — This bill would allow the Board to adjust the asfiiking formula used to
calculate retirement benefits to maintain actuagaindness. The bill would allow the percentagaeto
adjusted from a high of 120% to a low of 105% pesatry and the automatic salary differential alloveanc
to be set from a high of $5,000 to a low of $1,p80year.

The purpose of this bill is to maintain the finaldtrength of ATRS in order to protect its members

ACTION: None

BILL#
15: Provides authority for ATRS to adjust early vaiary retirement reductions and early T-DROP
participation reductions.

Emergency Clause: Effective Immediately

Explanation: Early Voluntary Retirement and Early T-DROP Reductions —This bill would allow
the Board to set the early voluntary retirementogidn, to be prorated monthly, from a low of five
percent to fifteen percent per year to maintainatal soundness. The bill would also allow thdyes-
DROP participation reduction to be adjusted to n@@mactuarial soundness.

The purpose of this bill is to recognize that sitfee mortality tables show that members are living
longer, then the early retirement/T-DROP reductimay need to be adjusted to maintain the financial
strength of ATRS in order to protect all of its mmars.

ACTION: None



BILL#
16: Employer early separation incentive programs.

Emergency Clause: Effective Immediately

Explanation: Employer Early Separation Incentive Rograms Maodification. — This bill would end
the requirement in some ATRS employers' early sdjoar programs that members must retire from
ATRS in order to participate in the employers' pamgs. If passed, the early retirement incentiempl
are still allowed but would not allow a conditidrat the employee had to retire from ATRS. The plan
would require the employee to terminate employna¢tihe employer.

The purpose of the bill is to lessen the cost ihpéearly retirement plans of ATRS employers. tuid
allow the use of early retirement plans while rwting members to retire from ATRS to participate.

ACTION: None

BILL#

17: CASH program modifications and expansions an&BArogram benefit designation for certain
inactive vested members by Board resolution, écdeel.

Emergency Clause: Effective Immediately

Explanation: CASH Modification — This bill would allow a buyout plan establishedthg Board, to be

extended, modified or expanded. The Board cowd désignate the buyout plan benefit for certain

inactive vested members as the available plan iotaia actuarial soundness.

The purpose of this bill is to maintain the finald@trength of ATRS in order to protect its members

ACTION: None



BILL#
18: Outsourcing election by employers.

Emergency Clause: Effective Immediately

Explanation: Outsourcing Election by Employers —This bill would allow ATRS employers that
outsource a service common to the normal dailyatjmar of the employer to choose whether to make
outsourced employees become members of ATRS aonalieely, to pay a surcharge on the outsourced
employees' salaries. Employers would have 60 dfgsthe effective date of the bill to make a dnge
decision. The bill would define "outsourcing" to ameemployment for a covered employer through a
third party, a private employer, an independentre@tor or other contractual relationship. ATRSWb
collect information on outsourced employees fronplayers after passage of the hill, and prior to any
collection of money. The collections of contrilmunts or surcharges from an employer may be phased in
and would not begin earlier than the 2018 fiscalrye

The purpose of this bill is to ensure ATRS hasditributions provided for the employment of

employees who are embedded in the public schodlsgrart of the typical school operation as is
contemplated in the structure of ATRS and its ofjema.

ACTION: None

BILL#
19 Internal Employee Evaluation for Internal Auditor

Emergency Clause: None
Explanation: Internal Employee Evaluation —This bill would allow the audit committee of the RS

Board of Trustees, instead of the Executive Digggtto perform the annual employee evaluation ef th
internal auditor, so long as the Board has an AQdinmittee.

ACTION: None



BILL#
20: Technical corrections

Emergency Clause: Effective Immediately

Explanation: Technical Corrections —This bill would make minor changes in the wordirigristing
laws to clarify language and intent of laws affegtATRS while not making changes to how laws are
used or implemented.

ACTION: None

NON-ATRS PACKAGE BILLS THAT COULD AFFECT
ATRS

IMPACT AND ANALYSIS OF ATRS PACKAGE
BILLS AFFECTING ATRS, MEMBERS, AND EMPLOYERS

BILL# Sponsor: Senator Hester
SB11: To Prohibit Certain Transactions by PuBligployee Retirement Systems.

Emergency Clause: None

Explanation: To Prohibit Certain Transactions by Public EmpleyRetirement Systems — This bill
would require ATRS to identify companies that taketain adverse action against Israel, retainna tior
help identify companies, notify adverse compartias ATRS has identified the company as adverse,
divest from the companies by working with fund ngeva unless certain circumstances are met, and
provide notice as required.

ATRS is evaluating the costs and impact of thisdnlATRS. No position on this bill has been talgn
this time.

ACTION:

1/9/2017 1:23:37 PM — Senate Read first time sralsspended, read second time, referred to
Joint Committee on Public Retirement and S&ézurity
Programs.

11/29/2016 10:20:00 AM — Senate Filed.



