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EXECUTIVE SUMMARY

TO: Board of Trustees
FROM: ATRS Staff
RE: Executive Summary
DATE: January 20, 2021
V. 2021 Board Election Update.
A. Uncontested Positions.
B. Contested Positions.
C. Election Vendor.
V. Operation Committee Report. Bobby Lester, Chair
A. Proposed Modifications to ATRS 2021 Legislative Package. Director
Rhoden will give the Board an update on the status of the 2021 legislative
package.
1. Disability Retirement (JNL151).
2. Modification to Approved Package.
VI. Other Business
VIl.  Adjourn



2021 ATRS Board of Trustee Election.

The ATRS Board election process began in December 2020. Public notice ran December
12, 2020 through December 16, 2020 listing the following positions for election. Position
2 — Certified member Trustee — 2" Congressional District; Position 5 — Administrator
Trustee; Position 6 — Administrator Trustee — Superintendent; Position 7 — Non-Certified
Trustee; Position 8 — Minority Trustee

Petitions were due by close of business on January 11, 2021. ATRS Administration
received a total of eight (8) Petitions. Seven (7) of the Petitions were certified and
approved, and one (1) was denied due to ATRS being unable to certify the required 25
signatures of qualified voters on the petition.

Position 2 - two (2) certified applicants.
Position 5 - one (1) certified applicant.
Position 6 - one (1) certified applicant.
Position 7 - two (2) certified applicants.
Position 8 - one (1) qualified applicant.

The following positions were uncontested:

Position 5: Dr. Mike Hernandez
Position 6: Mr. Shawn Higginbotham
Position 8: Ms. Anita Bell

Congratulations to the elected Trustees to these positions. According to the ATRS
election rules, at the first regular board meeting after a candidate for the election is
unopposed, the Board shall certify the member trustee. These Trustees will be certified
at the February 1, 2021 Board meeting.

There will be an election for the following positions.

Position 2 — Certified Member Trustee, 2" Congressional District
Mr. Michael Johnson, Incumbent
Ms. April Reisma

Position 7 — Non Certified Trustee
Ms. Kelly Davis, Incumbent
Ms. Audrey Nichols

The election ballots will be mailed on March 15, 2021 and due April 15, 2021. The winner
will be certified April 20, 2021.

Tammy Porter
Elections



This draft is a working document. All information contained herein is subject to change and may
differ substantially from the final document. The information contained in this document should
not be considered the position or views of the Arkansas Teacher Retirement System Board of
Trustees or the Governor.

ATRS DRAFT BILL: DISABILITY RETIREMENT
January 18, 2021

Summary: The language of the disability retirement section is reorganized for increased clarity. The
deadlines associated with the disability retirement processes are more clearly stated. A one-time
opportunity for a second review was added.

Justification: If a member is not found to qualify for disability retirement benefits by the ATRS medical
committee, they should be allowed to submit additional medical documentation once the reason for
denial of disability retirement benefits is known by the member.

State of Arkansas

93rd General Assembly A Bill DRAFT JNL/INL151
Regular Session, 2021 HOUSE BILL

By: Representative <NA>

For An Act To Be Entitled
AN ACT TO AMEND THE LAW CONCERNING DISABILITY
RETIREMENT UNDER THE ARKANSAS TEACHER RETIREMENT
SYSTEM; AND FOR OTHER PURPOSES.

Subtitle
TO AMEND THE LAW CONCERNING DISABILITY RETIREMENT
UNDER THE ARKANSAS TEACHER RETIREMENT SYSTEM.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:
SECTION 1. Arkansas Code § 24-7-704 is amended to read as follows:
24-7-704. Disability retirement.

(a)(1)(A) An active member in employer service with five (5) or more years of actual and reciprocal
service who becomes totally and permanently physically or mentally incapacitated for his or her job
duties as a result of a personal injury or disease may be retired by the Board of Trustees of the Arkansas
Teacher Retirement System upon a determination of disability consistent with this section and approval
of a written application filed with the Arkansas Teacher Retirement System.

(B) An active member who is eligible for retirement under § 24-7-701 is not eligible for disability
retirement.

(C)(1) An active member who has met the eligibility requirement of subdivision (a)(1)(A) of this
section shall meet the termination of covered employment requirements under § 24-7-502 to be eligible
for disability retirement benefits.



(1) For eligibility under this section, a member is considered active for an additional fiscal year
following the last fiscal year that the member renders actual service to a covered employer and obtains
at least one-fourth (%4) year of service credit.

(ii1) Service credit used in calculating any benefits paid under this section means days of service,
including paid sick leave covered by the employer.

(D)(1) A member has six (6) calendar months from the date of application for disability retirement to
submit a completed application and accompanying documentation.

(i1) If a member does not provide all the accompanying documentation requested by the system within
the six (6) calendar months, the system will submit the application to the medical committee for review
as complete or withdraw the application at the request of the member unless an extension is granted by
the system.

(E) The member is qualified to receive disability retirement benefits if by majority opinion, the
medical committee reports to the board in writing that #s upon review of the member’s application and
accompanying documentation finds:

(1) The member is physically or mentally incapacitated;

(i1) The member exhibits symptoms of physical er mental incapacitation while the member is employed
by a system employer as an active member;

(ii1) The member is unable to perform his or her current work duties;

(iv) The incapacity will most likely be permanent; and

(v) The member should be retired.

(F) A favorable determination letter from the Social Security Administration letter that finds the
member is unable to perform his or her current work duties shall create a rebuttable presumption that
the member is qualified to receive disability retirement benefits.

(G) If the medical committee requests additional documentation upon initial review, a member has six
(6) calendar months from the date of a medical committee request to submit any additional
accompanying documentation unless an extension is granted by the system.

(H)(@) If the medical committee does not find the member is qualified to receive disability benefits, the
member may request, one time only, a second review as long as additional medical documentation is
submitted.

(i1) The member has six (6) calendar months to submit the additional medical documentation unless an
extension is granted by the system.

(2) The disability retirement is effective from the date the written application is filed with the system
and the member is no longer employed by an employer.

(3)YA9 A Upon a finding that the member is qualified to receive disability retirement benefits, the
member shall submit all documents and election forms required to begin annuity payments, such as tax
withholding, direct deposit, and choice of option, if any. If a member shaH fails to submit a-cemplete

disability application v

ab d-to J r-within 6)-calendarmonths-ofth re-date-ofb the required
documents within six (6) calendar months after the date the medical committee find the member is
qualified to receive disability benefits, the application shall be void unless an extension has been

granted by the system.

(4) To begin receiving disability retirement, a member shall not:
(A) Be employed by a system-covered employer; or



(B) Be indirectly employed by or through an independent contractor, limited liability company,
partnership, corporation, or legal entity that is employed by a system-covered employer if the member
has substantial control of the employer-employee relationship, including without limitation the ability
to negotiate rates of pay with the system-covered employer or assign work and work hours to the
member.

(b)(1) Upon disability retirement as provided in subsection (a) of this section, a retirant retiree shall
receive an annuity provided for in § 24-7-705 and shall have the right to elect an option provided for in
§ 24-7-706.

(2) In addition to the requirements of this subsection, the member’s disability retirement is subject to
the provisions of subseetions subsection (c) and-e) of this section.

(3)(A) A member-orretirant disability retiree may continue to receive a disability retirement benefit
under this section when the member-erretirant disability retiree provides the system with a Social
Security Administration determination letter finding the member-erretirant disability retiree is disabled
unable to perform their former work duties as described in subsection (a)(1)(E)(iii) within thirty-six
(36) months from:

(1) July 1, 2015, when the member’s-orretirant’s disability retiree’s disability retirement effective date
is before July 1, 2015; or

(i1) The effective date of disability retirement when the member’s-orretirant’s disability retiree’s
disability retirement effective date is on or after July 1, 2015.

(B) The member-orretirant disability retiree may apply for an extension of the thirty-six-month
deadline when:

(1) The member-orretirant disability retiree can demonstrate through an administrative or judicial
confirmation of an active Social Security Administration disability claim that the claim is still under
review and is a part of a continuous claim without voluntary dismissal or withdrawal; and

(i1) The Social Security Administration disability claim was filed and remained active for at least
twenty-four (24) months prior to the thirty-six-month deadline under subdivision{a}3)B) subdivision
(b)(3)(A) of this section.

(C) The system shall terminate disability retirement benefits to a member-orretirant disability retiree
when the member-orretirant retiree fails to:

(1) Provide a Social Security Administration determination letter finding that the member-orretirant
disability retiree is disabled unable to perform their former work duties as described in subsection
(a)(1)(E)(iii) to the system within the thirty-six-month period under subdiviston-{a}3HA) subdivision
(b)(3)(A) of this section;

(i1) Receive an extension of time under subdiviston{a)-3)}B) subdivision (b)(3)(B) of this section to
provide the system with a letter from the Social Security Administration finding that the member-or
retirant disability retiree is disabled unable to perform their former work duties as described in
subsection (a)(1)(E)(iii); or

(ii1) Apply for a review by the system’s medical committee within three (3) months of disability
benefits ceasing due to the lack of a Social Security Administration determination letter finding that the
member-orretirant disability retiree is disabled unable to perform their former work duties as described
in subsection (a)(1)(E)(iii).

(D)(1) A member-orretirant disability retiree who seeks and fails to receive a determination letter
finding the member-orretirant disability retiree disabled is unable to perform their former work duties
as described in subsection (a)(1)(E)(iii) by the Social Security Administration may seek a review
permitted under subdivision (b)(3)(C)(iii) of this section no earlier than three (3) months before the
date on which the member’s disability retirement would otherwise end and no later than three (3)
months after termination of disability retirement.




(i1) The system’s medical committee shall hear all applications for review permitted under subdivision
(b)(3)(C)(iii) of this section and render decisions consistent with the definition of disability under
subdiviston{a} P subdivision (a)(1) (E) of this section.

(ii1) The medical committee’s recommendation after its review of an application permitted under
subdivision (b)(3)(C)(iii) of this section shall be presented to the board for a final order.

(iv) After receiving the medical committee’s recommendation under subdivision (b)(3)(D)(iii) of this
section, the board shall issue a final order consistent with the provisions of this chapter and the
system’s rules for initial disability retirement.

(v) The board’s approval of the medical committee’s recommendation shall be a final disposition of the
matter by the system under the Arkansas Administrative Procedure Act, § 25-15-201 et seq.

(c)(1)(A) If a disability retiree returns to covered employment before attaining sixty (60) years of age,
his or her disability retirement shall terminate unless the retiree meets the requirements to return to
covered employment under subseetion{e)} subsection (d) of this section.

(B) If a disability retirant retiree returns to covered employment after attaining sixty (60) years of age
and is otherwise eligible for retirement under § 24-7-707, the retirant retiree shall be treated as if he or
she retired under § 24-7-701.

(2)(A) Except as provided in subsection (d), ¥ if a disability retirant retiree under sixty (60) years of

age returns to covered employment, he or she shall become an active member of the system
immediately, and his or her credited service at the time of his or her disability retirement shall be
restored to his or her credit in the members’ deposit account.

(B) The retirant’s retiree’s disability retirement and his or her accumulated contributions shall be
treated as if he or she returned to service on the date of the full-time employment.

(3) Except as provided under subdivision (c)(2) of this section, a disability retirant retiree shall not earn
or be given service credit for the period he or she was receiving a disability retirement annuity.

fe)(1) A disability retiree may be employed by a covered employer and also receive a monthly
disability retirement if the disability retiree provides the covered employer with less than eighty (80)
days of actual service during a fiscal year.

(2)(A) A disability retiree who meets the requirements of this subsection shall continue to receive his or
her monthly disability retirement annuity from the system and shall not accrue additional service credit.
(B) A covered employer who employs a disability retiree under this subsection shall remit contributions
on all salary paid to the disability retiree in an amount equal to the employer contribution rate
applicable to an active member.



This draft is a working document. All information contained herein is subject to change and may
differ substantially from the final document. The information contained in this document should
not be considered the position or views of the Arkansas Teacher Retirement System Board of
Trustees or the Governor.

ATRS DRAFT BILL: DEFINITIONS/TECHNICAL
January 18, 2021

Summary: Minor definition changes and technical changes required after the most recent review of the
ATRS laws.

Justification: These are minor changes to clarify ATRS laws.

State of Arkansas

93rd General Assembly ABIll DRAFT JNL/JINL090
Regular Session, 2021 HOUSE BILL

By: Representative <NA>

For An Act To Be Entitled
AN ACT TO MAKE TECHNICAL CORRECTIONS TO TITLE 24 OF
THE ARKANSAS CODE CONCERNING THE ARKANSAS
TEACHER RETIREMENT SYSTEM; TO DECLARE AN
EMERGENCY; AND FOR OTHER PURPOSES.

Subtitle
TO MAKE TECHNICAL CORRECTIONS TO TITLE 24
OF THE ARKANSAS CODE CONCERNING THE
ARKANSAS TEACHER RETIREMENT SYSTEM;
AND TO DECLARE AN EMERGENCY.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. Arkansas Code § 24-7-202(5)(B)(i), concerning the definition of "administrator" as
applicable to the Arkansas Teacher Retirement System, is amended to read as follows:

(1) Employed by an @ employer of the Arkansas Teacher Retirement System; and

SECTION 2. Arkansas Code § 24-7-202(18)(D), concerning the definition of "employment with a
school" as applicable to the Arkansas Teacher Retirement System, is amended to read as follows:

(18) (D)(1) Employment in a position with an edueationally-related education-related agency or
organization if the employee is or has been a member of the Arkansas Teacher Retirement System for a

minimum of five (5) years and elects to become or remain a member of the Arkansas Teacher
Retirement System. The employment shall be related to:

(a) Training public school employees or school board members;

(b) Teaching public school students; or

(c) Adult education programs.

(i1) The employment shall not be related in any manner to private schools.




(ii1) Each edueationallyrelated education-related agency or organization shall be:
(a) Approved according to rules established by the board,

(b) Considered an employer under subdivision (17) of this section; and

(c) Responsible for all required employer contributions;

SECTION 3. Arkansas Code § 24-7-202(26), concerning the definition of "nonteacher" as applicable to
the Arkansas Teacher Retirement System, is amended to read as follows:

(26) “Nonteacher” means a member who is not a teacher or an administrator;

SECTION 4. Arkansas Code § 24-7-202(41), concerning the definition of "T-DROP plan interest" as
applicable to the Arkansas Teacher Retirement System, is amended to read as follows:

(41) “T-DROP plan interest” means the rate or rates per annum that the board shall adopt from time to
time that will be used to compute interest paid on T-DROP mean balances at the end of each fiscal year;

SECTION 00 Arkansas Code § 24-7-208, concerning restrictions on benefit enhancements under the
Arkansas Teacher Retirement System, is amended to read as follows:

24-7-208. Benefit enhancements — Restrictions.

(a) No benefit enhancement provided for by this aet chapter shall be implemented if it would cause the
publiely-supperted retiremnentsystem’s Arkansas Teacher Retirement System’s unfunded actuarial
accrued liabilities to exceed an eighteen-year amortization.

(b) No benefit enhancement provided for by this aet chapter shall be implemented by anypubliely
supperted-system-whieh the system if the system has unfunded actuarial accrued liabilities being
amortized over a period exceeding eighteen (18) years until the unfunded actuarial accrued liability is
reduced to a level less than the standards prescribed by this section and § 24-1-101 et seq.

SECTION 00 Arkansas Code § 24-7-301(C)(1), concerning the administrator board of trustees under
the Arkansas Teacher Retirement System, is amended to read as follows:

(O)(1) Two (2) active member trustees shall be employed in a position requiring an administrator’s
license, one (1) of whom shall be an-administrater a superintendent or an educational cooperative
director.

SECTION 5. Arkansas Code § 24-7-401(e)(1)-(4), concerning retirement fund assets accounts, member
deposit accounts, and contributions under the Arkansas Teacher Retirement System, are amended to
read as follows:

(1) The board shall annually notify the partieipating employers of the employer contribution rate
established by the board for the upcoming fiscal year.

(2) Local school districts shall pay the teacher retirement employment contribution for any eligible
employee in accordance with rules established by the board.

(3) The Department of Education shall pay from the Public School Fund the teacher retirement
employer contributions for eligible employees of partieipating employers as required by the
department’s appropriations act and in accordance with rules established by the board.

(4) The annual employer contributions to be paid in each year for all other employees by each
partietpating employer shall be the current state contribution percent multiplied by the total covered
salaries of the employer’s members in the fiscal year.
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SECTION 6. Arkansas Code § 24-7-406(e)(1)(B)(iv), concerning retirement fund assets accounts,
member deposit accounts, and contributions under the Arkansas Teacher Retirement System, is
amended to read as follows:

(iv) An active member who previeushyeleeted-to-beeome-a has previous noncontributory member-of
the-system credited service may change credited service on which a member contribution has not been

paid to contributory credited service by paying the system the actuarial equivalent of the member
benefits.

SECTION 00. Arkansas Code § 24-7-502(d)(1) and (2)(A), concerning the termination of active
membership under the Arkansas Teacher Retirement System, is amended to read as follows:

January 1, 2011 1o any emplovee:

A (1)(A) “Terminate” means:

(1) The member’s covered employment has ended at all system-eevered covered employers;

(i1) A complete severance of the employer-employee relationship has occurred at all system-cevered
covered employers that the member was employed with before the member retired from the Arkansas

Teacher Retirement System;

(ii1) The member has ceased performing any employment services for any system-eevered covered
employer, except for uncompensated functions related to the transfer of the duties or the transfer of the
position of the member;

(iv) The member has not formed any express or implied employment agreement or taken action that
would obligate the member to render compensable services to a system-covered employer or entitle a
system-eovered covered employer to the services of the member after the termination separation
period;

(v) The member has followed normal retirement procedures for resigning from the system-cevered
covered employer unless involuntarily terminated before the member’s effective date of retirement; and
(vi) All system-covered employers have paid or have initiated the process to pay all accumulated
benefits such as annual leave and sick leave to the member by the effective date of retirement.

SECTION 7. Arkansas Code § 24-7-601(b)(3), concerning credited service generally and concurrent
service credit under the Arkansas Teacher Retirement System, is amended to read as follows:

(3) A member shall not receive more than one (1) year of service credit for the member's employment
with a covered employer and reciprocal system employer in any one (1) fiscal year.

SECTION 8. Arkansas Code § 24-7-603(c)-(e), concerning out-of-state service under the Arkansas
Teacher Retirement System, are amended to read as follows:

(c) Eromand-after July 51987 anaetive A member shall be eligible to establish out-of-state service to

be credited as service under this subchapter under the following conditions:

(1)(A) The out-of-state service credit to be granted shall be limited to service for which no benefit
could be paid by another system similar in purpose to this system, except Social Security; if the
member had left on deposit his or her contributions to the other system.

(B) The credit under subdivision (c)(1)(A) of this section is limited to fifteen (15) years;
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(2)(A) The member shall pay to the system for each year of service credit granted the actuarial
equivalent of the member’s benefits.

(B) The payment shall be credited to the member’s account in the members’ deposit account and shall
be in addition to regular member contributions therete credited to the member's deposit account;
(3)(A) The out-of-state service shall not become credited service under this system until the member
has established five (5) or more years of actual service.

(B) If a member ceases to be an active member before the out-of-state service has been established as
system-credited service, the member payments made under this section shall be refundable;

(4) The benefit program to be applied to each year of service credit being granted shall be the benefit
program in effect at the time of retirement; and

(5) Sueh Any other rules consistent with this subchapter as the Board of Trustees of the Arkansas
Teacher Retirement System may frem-time-to-time adopt.

(d) Anaetive A member may purchase a fraction of a year of out-of-state service to be credited as
service under this subchapter in the same manner as provided for out-of-state service under subsection
(c) of this section if the service meets the following requirements:

(1) The member has not less than one-fourth (%4) year of out-of-state credited service in the fiscal year;
and

(2) The fraction of a year of out-of-state service may be credited in keeping with policies of the board
under § 24-7-601.

(e) Anaetive A member shall be eligible, upon application, to purchase service rendered outside the
state during a period of employment with an education coordinating council to be credited as out-of-
state service under the provisions of this section, provided that the conditions of subsection (c) of this
section are met.

SECTION 9. Arkansas Code § 24-7-607(b)-(d), concerning private school service under the Arkansas
Teacher Retirement System, are amended to read as follows:

(b) Anaetive A member purchasing certified private school service shall be eligible, upon application,
to purchase private school service for a period not to exceed fifteen (15) years, to be credited as
certified service under this subchapter under the following conditions:

(1) The private school service credit to be purchased shall be limited to service for which no benefit
could be paid by another system similar in purpose to the Arkansas Teacher Retirement System; except
Social Security; if the member left on deposit his or her contributions to the other system,;

(2)(A) The member shall pay the actuarial equivalent of benefits as set forth under § 24-7-202 to the
Arkansas Teacher Retirement System for each year of private school service credit being purchased.
(B) The payment shall be credited to the member’s account in the members’ deposit account and shall
be in addition to regular member contributions therete credited to the member's deposit account;

(3) The private school service shall not become credited service under the Arkansas Teacher Retirement
System until:

(A) The member payment under this section has been paid in full; and

(B)(1) The member has established five (5) or more years of actual service, exclusive of private school
service.

(i1) If a member ceases to be an active member before the private school service has been established as
system credited service, the member payments contributed under this section shall be refunded to the

member upon request;
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(4) The benefit program to be applied to each year of private school service credit and private
educationally related entity service credit being purchased shall be the benefit program in effect at the
time of retirement; and

(5) Sueh Any other rules consistent with this subchapter as the Board of Trustees of the Arkansas
Teacher Retirement System may from time to time adopt.

(c)(1) Anaetive A member is eligible to purchase noncertified private school service or private
edueationallyrelated education-related entity private school service for a period of five (5) years or less
that will be credited as noncertified service under this subchapter when:

(A) The member properly submits an application to purchase noncertified private school service or
private edueationallyrelated education-related entity private school service;

(B) The noncertified service credit to be purchased is limited to service for which no benefit could be
paid by another state-supported pension system or a system with a similar purpose when the
contributions of the member were left on deposit with the other system; and

(C)(1) The member pays the actuarial equivalent of benefits as set forth under § 24-7-202 to the
Arkansas Teacher Retirement System for each year of service credit being purchased.

(i1) The payment shall be credited to the member’s account in the members’ deposit account and shall
be in addition to regular member contributions therete credited to the member's deposit account.

(2) The noncertified service shall not become credited service under the Arkansas Teacher Retirement
System until:

(A) The member payment under this section has been paid in full; and

(B)(1) The member has established five (5) or more years of actual service in the Arkansas Teacher
Retirement System.

(i1) If a member ceases to be an active member before the noncertified service has been established as
system-credited service, the member payments contributed under this section shall be refunded to the
member upon request.

(3) The benefit program applied to each year of private school service or private edueationallyrelated
education-related entity private school service credit being purchased shall be the benefit program in
effect at the time of retirement.

(4) The purchase and application of the noncertified service credit shall be subject to the rules
consistent with this subchapter as that the Arkansas Teacher Retirement System may frem-time-to-time
adopt.

(d) Anaetive A member may purchase a fraction of a year of private school service to be credited as
service under this subchapter in the same manner as provided for private school service under
subsection (b) of this section if the service meets the following requirements:

(1) The member has not less than one-fourth (%4) of a year of private school service in a fiscal year
under § 24-7-601; and

(2) The fraction of a year of private school service may be credited in keeping with policies as provided
by § 24-7-601.

SECTION 10. Arkansas Code § 24-7-610(c), concerning credit for service in the National Guard and
armed forces reserve under the Arkansas Teacher Retirement System, is amended to read as follows:

(c) A member may;ene(H-time-each-fiseal-year; purchase up-te one (1) year of service credit for each

one (1) year of service in the National Guard or armed forces reserve.
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SECTION 11. Arkansas Code § 24-7-610(e) and (f), concerning credit for service in the National
Guard and armed forces reserve under the Arkansas Teacher Retirement System, are amended to read
as follows:

(e) Service in the National Guard or armed forces reserve service shall be credited to the year in which
it was rendered even if the member has concurrent service with a system-covered employer.

(f) If a member ceases to be an active member before the service in the National Guard or the armed
forces reserve has been established as system-credited service, the member payments contributed as
specified in subdivision (b)(1)(C) of this section shall be refundable.

- (g) (1) This section is supplemental to §§ 24-7-602, and this section does not diminish the right
of any a member of the system to obtain credited service in the system for active duty military service
within the limits permitted by §§ 24-7-602.

(2) However, a member shall not be entitled to or receive in excess of five (5) years of credited service
rendered by the member under this section.

SECTION 12. Arkansas Code § 24-7-611(b) and (c), concerning domestic federal service under the
Arkansas Teacher Retirement System, are amended to read as follows:

(b) Erem On and after January 1, 2003, an-aetive a member shall be eligible upon application to
purchase domestic federal service to be credited as service under this section under the following
conditions:

(1) The domestic federal service credit to be granted shall be limited to service for which no benefit
could be paid by a retirement system similar in purpose to the Arkansas Teacher Retirement System
except Social Security if the member left on deposit his or her contributions to the other system, and it
shall be limited to ten (10) years;

(2)(A) For each year of domestic federal service credit granted, the member shall pay to the system the
employee and employer contributions based on the actuarial equivalent of the member’s benefits.

(B) The payment is credited to the member’s account in the members’ deposit account and is in
addition to regular member contributions;

(3) The domestic federal service shall not become credited service under this system until:

(A) The member payment under this section has been paid in full; and

(B)(1) The member has established five (5) or more years of actual service exclusive of domestic
federal service.

(1) If a member ceases to be an active member before the domestic federal service has been established
as system credited service, the member payments contributed under this section shall be refunded to the
member upon request;

(4) The benefit program to be applied to each year of service credit being granted shall be the benefit
program in effect at the time of retirement; and

(5) Fhe Any other rules consistent with this section as that the Board of Trustees of the Arkansas
Teacher Retirement System may fromtime-te-time adopt.

(c) An-aetive A member may purchase a fraction of a year of domestic federal service to be credited as
service under this subchapter in the manner as provided for domestic federal service under subsection
(b) of this section if the service meets the following requirements:

(1) The member has not less than one-fourth (%4) year of domestic federal service in a fiscal year under
§ 24-7-601; and

(2) The fraction of a year of domestic federal service may be credited in keeping with policies as
provided by § 24-7-601.
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SECTION 13. Arkansas Code § 24-7-612, concerning the purchase of service credit under the Arkansas
Teacher Retirement System, is amended to add an additional subsection to read as follows:

(e) All payments for service credit purchases shall be received by the system before the member's first
annuity installment or T-DROP deposit occurs.

SECTION 14. Arkansas Code § 24-7-701(c)(2), concerning the beginning date of an annuity upon
voluntary retirement under the Arkansas Teacher Retirement System, is amended to read as follows:

(2) The member’s termination of aetive-membership covered employment;

SECTION 15. Arkansas Code § 24-7-701(d), concerning limitations on the beginning date of an
annuity following voluntary retirement under the Arkansas Teacher Retirement System, is amended to
read as follows:

(d) If a member has accrued a full year of service credit for a fiscal year, the annuity shall not begin
earlier than on the July 1 after the fiscal year ends unless the Board adopts by rule or resolution an
earlier beginning date for members whose retirement will not result in a reduction of classroom
teachers.

SECTION 16. Arkansas Code § 24-7-702(b)(2)(A), concerning the percentage decrease of an annuity
following voluntary early retirement under the Arkansas Teacher Retirement System, is amended to
read as follows:

(2)(A) The percent shall be one hundred percent (100%) reduced by between five-twelfths percent
(5/12%) and fifteen-twelfths percent (15/12%) multiplied by the number of months by which the time
of early retirement precedes the earlier of either completion of twenty-eight (28) years of credited
service or attainment of sixty (60) years of age.

SECTION 17. Arkansas Code § 24-7-702(c)(2), concerning early voluntary retirement under the
Arkansas Teacher Retirement System, is amended to read as follows:

(2) The member’s termination of aetive-membership covered employment; or

SECTION 18. Arkansas Code § 24-7-702(e), concerning early voluntary retirement under the Arkansas
Teacher Retirement System, is amended to read as follows:

(e) If a member has accrued a full year of service credit for a fiscal year, the annuity shall not begin
earlier than on the July 1 after the fiscal year ends unless the Board adopts by rule or resolution an
earlier beginning date for members whose retirement will not result in a reduction of classroom
teachers.

Please remove SECTION 19. A new bill will be submitted that addresses section 704.

SECTION 19. Arkansas Code § 24-7-704(a)(1)(D), concerning disability retirement under the Arkansas
Teacher Retirement System, is amended to read as follows:

(D) The member is qualified to receive disability retirement benefits if the member provides the system
with a Social Security Administration determination letter finding the member is disabled, or if, by
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majority opinion, the medical committee reports to the board in writing that #s upon review of the
member’s application and accompanying documentation finds:

(1) The member is physically or mentally incapacitated;

(i) The member exhibits symptoms of physical or mental incapacitation while the member is employed
by a system employer as an active member;

(ii1) The member is unable to perform his or her current work duties;

(iv) The incapacity will most likely be permanent; and

(v) The member should be retired.

SECTION 20. Arkansas Code § 24-7-708 is amended to read as follows:

24-7-708. Employment of retired members by covered employers.

(a) Effective July 1, 2009, after terminating employment under § 24-7-502 or reaching the age-of
normal retirement age, a retirant retiree may:

(1) Accept employment with an employer covered by the Arkansas Teacher Retirement System without
a limitation of his or her retirement annuity; and

(2) Continue to receive his or her monthly retirement annuity.

(b) Employers covered by the system that hire an employee who meets the conditions under subsection
(a) of this section shall report the hiring of the retirant retiree to the system in a time and a manner that
the system may reasonably require.

(c) A retirant retiree who receives monthly benefits and is employed by a covered employer shall not
accrue additional service credit.

(d)(1) For a retired member employed in a position covered by the system, the covered employer shall
remit the contributions on all salary paid to the retirant retiree in an amount equal to the employer
contribution rate applicable to active members.

(2) Contributions shall be paid by the employer and are not the responsibility of the retirant retiree.
(e)(1) The Board of Trustees of the Arkansas Teacher Retirement System shall adopt rules to carry out
the provisions of this section.

(2) A covered employer that employs retirants retirees is subject to the rules adopted by the board.

SECTION 00. Arkansas Code § 24-7-709(a) concerning member residue under the Arkansas Teacher
Retirement System, is amended to read as follows:

(a)(1)(A) If a retirant retiree and his or her option annuitants, if any, die before receiving annuity
payments equal to the member’s residue amount, then the residue amount shall be paid to such persons
as the retirant retiree shall have nominated by written designation duly executed and filed with the
Arkansas Teacher Retirement System.

(B) As used in this seetion subchapter, “residue” means the difference between the accumulated
contributions and regular interest credited to the retirement reserve account as of the member’s
retirement effective date and the total amount of retirement annuities paid.

(2) If a retirant retiree and his or her option annuitants die and the member has failed to designate a
beneficiary or if all designated beneficiaries have predeceased the retirant retiree, the residue shall be
paid to the retirant’s retiree’s estate.

SECTION 21. Arkansas Code § 24-7-711(a)(1), concerning the refund of member contributions upon
termination of employment under the Arkansas Teacher Retirement System, is amended to read as
follows:
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(a)(1) If a member discontinues covered employment and does not plan to be rehired by a covered
employer, the member may elect to be paid a refund, of his or her contributions and regular interest
credited to the member’s deposit account, within six (6) months following the date the member’s
written application is filed with the Arkansas Teacher Retirement System.

SECTION 22. Arkansas Code § 24-7-711(b)(5), concerning the refund of member contributions upon
termination of employment under the Arkansas Teacher Retirement System, is amended to read as
follows:

(5) Interest Regular interest on a deceased member’s accumulated contributions under this subsection
shall cease to accrue on the July 1 after the member’s death.

SECTION 23. Arkansas Code § 24-7-720(c), concerning lump-sum benefits under the Arkansas
Teacher Retirement System, is amended to read as follows:

(c) The amount of the lump-sum payments under this section shall be set periodically and not more
often than annually by rules and resolutions of the board as it the board determines is actuarially
appropriate for the system.

SECTION 24. Arkansas Code § 24-7-720(j)(1)(A), concerning lump-sum benefits under the Arkansas
Teacher Retirement System, is amended to read as follows:

(G)(1)(A) If a member accrues a minimum of fifteen15) ten (10) years of actual, contributory service,
regardless of noncontributory service accrued in combination with the contributory service, the
member shall receive the maximum lump-sum death benefit as determined by the board under this
section.

SECTION 25. Arkansas Code § 24-7-730(a)(1), concerning required distributions under the Arkansas
Teacher Retirement System, is amended to read as follows:

(a)(1) Notwithstanding the provisions of this subchapter regarding the required dates of distribution of
benefits under the Arkansas Teacher Retirement System to former members, the distribution of a
former member’s benefits under the system shall in any event be made or begun by April 1 of the
calendar year following the later of the calendar year in which the member attains age seventy-and-one-
half (7012 seventy-two (72) or the calendar year in which the member retires.

SECTION 26. Arkansas Code § 24-7-730(b)(2)(C), concerning required distributions to a spouse who
is the beneficiary under the Arkansas Teacher Retirement System, is amended to read as follows:

(C) (1) If the designated beneficiary is the member’s surviving spouse, the date distributions required to
begin in accordance with subdivision (b)(2)(A) of this section shall not be earlier than the date on
which the member would have attained age seventy-and-one-half (7012} seventy-two (72).

(i1) If the spouse dies before payments begin, subsequent distributions shall be made as if the spouse
had been the member.

SECTION 00. Arkansas Code § 24-7-735, concerning contract buyout agreements under the Arkansas
Teacher Retirement System, is amended to read as follows:
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(a) A member shall not accumulate service credit in the Arkansas Teacher Retirement System during
the time that payments under a contract buyout agreement, settlement, claim, judgment, arbitration
award, decree, or court-ordered payment are paid to the member by the employer unless the member
continues to work on-site for the employer, or the service credit or additional salary is purchased as
provided under subsection (c) of this section.

(b)(1) The employer shall provide a copy of a settlement agreement or court order under this section to
the system so that the system can:

(A) prevent the accumulation of service credit for any payments that are not for on-site work for the
employer; and

(B) calculate the cost to purchase service credit, additional salary, or both service credit and additional
salary as provided by this section.

(2) A member shall not receive service credit or additional salary from the system under a settlement
agreement or court order unless permitted under this section.

(c) The system shall allow a member or employer to purchase service credit, er additional salary, or
both for the member for service credit the member would have earned but for termination, or salary that

sheuld would have been paid under-asettlement-agreement-orcourt-order but for employment
discrimination to resolve a claim of wrongful termination or the-underpayment-efsalarythat should
have-beenpaid-ifthe service-ereditis-employment discrimination that results in a settlement agreement

or court order.

(1)

65 The member’s official salary record shall be adjusted to include the purchased additional salary
years which may be used to compute the final average salary at the time of retirement if the purchased

salary m—aﬂye#th%adéﬁeﬂai—p&rehased—sal-aryﬁ%afs quahﬁes for the ﬁnal average salary calculation.

sys{em Serv1ce credlt earned bv the member from an emplover from the date of termination by an

employer to the date of the settlement agreement or court order shall be subtracted from the amount of
service credit allowed for purchase under subdivision (c) of this section.

(d)(1) The cost to purchase service credit, additional salary, or both shall be established using the
actuarial equivalent, as calculated by ATRS, using the member’s service history at the time of the
purchase.

(2)YH The system shall use the same factors as-used to determine the cost of the additional salary
purchase as used to calculate an additional monthly benefit in the annuitization of a Teacher Deferred
Retirement Option Plan distribution.

(3)2) The calculation shall be made with the assumption that the member would have immediately
retired at the time of the additional salary purchase.

Note: SECTIONS 27, 28, and 29 could be merged now as § 24-7-736 (c¢)-(f).

SECTION 27. Arkansas Code § 24-7-736(c)(1), concerning the calculation of final average salary
under the Arkansas Teacher Retirement System, is amended to read as follows:

(c)(1)(A) The Board of Trustees of the Arkansas Teacher Retirement System shall set annually the
applicable number of years to be used in computing final average salary for retirement benefits at not
less than three (3) years and not more than five (5) years.

18



(B) Before reducing the applicable number of years to be used in computing the final average salary,
the board shall file relevant information concerning the actuarial appropriateness of the action with the
Joint Interim Committee on Public Retirement and Social Security Programs for review by the Joint
Interim Committee on Public Retirement and Social Security Programs.

SECTION 28. Arkansas Code § 24-7-736(c)(2)-(6), concerning the calculation of final average salary
under the Arkansas Teacher Retirement System, are amended to read as follows:

(2)(A) Full and partial service years that are recorded as service credit shall be used in the calculation
of the final average salary.

(B) If the member does not have full service years for the total years of service used in the calculation
of final average salary, then the board may establish by rule a fair base year salary for a member’s final
average salary for purposes of comparison under subdivision (c)3)(4) of this section.

€5)(3) If a member has less than the minimum number of years of credited service required for the final
average salary formula, the final average salary of the member shall be the total salary paid to the
member for h1s or her years of credited serV1ce d1V1ded by the member s total cred1ted years of service.

3)(4)(A) If a member has at least the minimum number of years of credited service required for the
final average salary formula,Fhe the applicable number of highest salaryyears service year salaries
shall be ranked from lowest to highest remuneration.

(B) The lowest remuneration service year salary in the ranking shall be the base year salary.

(C) The next-highest-ranked remuneration service year salary shall be compared to the base year salary.
(D) The next-highest year’s-valae service year salary in the calculation of final average salary that is
less than e1ght ( 8) years from the base salarv year, shall not exceed the pereen%ag%mereaseef—th%base

ame&ni—ef—t-hesalawd«}fferem}al base salarV plus the salarv dlfferentlal unless it is less than or equal to

the percentage increase of the base salary.

4 (E) After comparison of the base year salary to the next-highest service year salary to meet the
requirements of subdivision (c)(4)(D) of this section, any required reduction to the next-highest service
year salary shall be made.

5 (F) The next-highest service year salary, with any required reduction, becomes the new base year
salary to compare to the next succeeding highest remuneration service year salary in the ranking until
all years service year salaries in the ranking have been compared te-its-base-andreduced-asneecessary
€6) (G) The total value of the base years salaries shall then be averaged divided by applicable number

of years to be used in computing final average salary to-determine-final-average-salary.

SECTION 29. Arkansas Code § 24-7-736(d)-(f), concerning the adjustment of the final average salary
calculation by the Board of Trustees of the Arkansas Teacher Retirement System, is amended to read as
follows:

(d) Hamen

¢e) The system may settle any dlspute concemmg an employee s salary for purposes of the system.
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H(e)(1) The board may adjust the final average salary calculated in accordance with subsection (c) of
this section by board resolution provided that:

(A) The percentage increase under subdivision (c¢)33(4)(D) of this section is adjusted set no lower than
one hundred five percent (105%) per year and no higher than one hundred twenty percent (120%) per
year; and

(B) The salary differential permitted under subdivision (¢)3}(4)(D) of this section is set no lower than
one thousand two hundred fifty dollars ($1,250) per year and no higher than five thousand dollars
($5,000) per year.

subsection-

SECTION 30. Arkansas Code § 24-7-1307(c)(1), concerning accounts and credit under the Teacher
Deferred Retirement Option Plan, is amended to read as follows:

(c)(1) The board shall determine the plan interest rate to members’ plan accounts based on:
(A) A fixed interest rate that is adopted by board resolution prierte-the-beginning by the end of the first
quarter of the fiscal year in which the interest rate shall apply and whieh that applies to subsequent
fiscal years unless modified by the board; or

(B) A variable interest rate formula that is based on investment returns and other factors adopted by
board resolution prierte-the-beginning by the end of the first quarter of the fiscal year in which the
interest rate shall apply and that applies to subsequent fiscal years unless modified by the board.

SECTION 31. Arkansas Code § 24-7-1307(e), concerning the calculation of the interest rate to a
member's Teacher Deferred Retirement Option Plan, is amended to read as follows:

(e) For the purposes of this section, the ten (10) year plus plan interest rate shall be the rate determined
to be appropriate by the board and adopted by board resolution prierte-the-beginning by the end of the
first quarter of the fiscal year in which the interest rate shall apply and that applies to subsequent fiscal
years unless modified by the board.

SECTION 00. Arkansas Code § 24-7-1308(b) concerning the termination of participation in the
Teacher Deferred Retirement Option Plan under the Arkansas Teacher Retirement System, is amended
to read as follows:

(b)(1) When the member’s participation in the plan ceases, the member may elect to:

(A) Receive the balance in the plan account as a lump sum;

(B) Annuitize the plan account as a monthly benefit paid under the annuity option selected by the
member; or

(C) Receive a part of the balance in the plan account as a lump sum and annuitize the remaining
balance.

wenty-trve-pereen O nalump-sum-payment-and seventy-five pereen
-3) The Board of Trustees of the Arkansas Teacher Retirement System shall:
(A) Determine factors to be used for the conversion of plan balances to monthly amounts;
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(B) Set requirements for the member’s election under this subsection; and

SECTION 00. Arkansas Code § 24-7-1310 concerning the death of a Teacher Deferred Retirement
Option Plan participant under the Arkansas Teacher Retirement System, is amended to read as follows:

(a) In the event that a Teacher Deferred Retirement Option Plan participant dies, the benefits payable
from the plan shall be determined according to § 24-7-710 and the rules and resolutions of the Arkansas
Teacher Retirement System.

(b)(1) However, the plan participant’s eligible surviving spouse may choose to receive the plan benefit
in a lump sum without affecting the payment of a monthly retirement benefit from the Arkansas
Teacher Retirement System.

(2)(A) Subdivision (b)(1) of this section shall not apply if the member has directed one (1) or more
residual beneficiaries under § 24-7-710.

(B) If a member has directed one (1) or more residual beneficiaries, the residual beneficiary shall
receive the residual benefits payable, and the spousal benefit shall not be paid.

(c) (1) The Teacher Deferred Retirement Option Plan participant’s plan account balance shall be
considered part of member’s residue as used in § 24-7-701 et al.

(2) Any amounts received from the Teacher Deferred Retirement Option Plan account in the form of
lump-sum or annuity payments under § 24-7-1308(b) shall offset the participant’s plan account balance

SECTION 32. Arkansas Code § 24-7-1604(b), concerning coverage for employees enrolled in the
Arkansas Teacher Retirement System before July 1, 2011, is amended to read as follows:

(b) The nonmandatory employer shall remit employer contributions under § 24-7-401 et seq. for an
employee under this section and shall be subject to the rights and obligations of an employer under the
Arkansas Teacher Retirement System Act for the employees of the nonmandatory employer
participating in the system.

SECTION 33. Arkansas Code § 24-7-1605(e)(1), concerning optional participation in the Arkansas
Teacher Retirement System by an institution of higher education employers on or after July 1, 2011, is
amended to read as follows:

(e)(1) The PSHE employer shall remit employer contributions under § 24-7-401 et seq. and be subject
to the rights and obligations of an employer under the Arkansas Teacher Retirement System Act once a
benefits-eligible employee elects to participate in the system for the employees of the PSHE employer
participating in the system.

SECTION 34. EMERGENCY CLAUSE. It is found and determined by the General Assembly of the
State of Arkansas that the operations of a state public retirement system are complex; that the Arkansas
Teacher Retirement System must be able to meet the needs of its members as anticipated by the
General Assembly; that certain provisions of the Arkansas Teacher Retirement System Act, § 24-7-201
et seq., are imminently in need of revision and updating to bring them into conformance with sound
public pension policy and actuarial requirements; that such revision and updating is of great importance
to members of the Arkansas Teacher Retirement System and to other citizens of the State of Arkansas;
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that the Arkansas Teacher Retirement System needs to have the ability to make changes to maintain and
improve its actuarial status; and that this act is necessary in order to maintain an orderly system of
benefits for the members of the Arkansas Teacher Retirement System. Therefore, an emergency is
declared to exist, and this act being necessary for the preservation of the public peace, health, and
safety shall become effective on July 1, 2021.

SECTION 35. DO NOT CODIFY. CONSTRUCTION AND LEGISLATIVE INTENT.

It is the intent of the General Assembly that:

(1) The enactment and adoption of this act shall not expressly or impliedly repeal an act passed during
the regular session of the Ninety-Third General Assembly;

(2) To the extent that a conflict exists between an act of the regular session of the Ninety- Third
General Assembly and this act:

(A) The act of the regular session of the Ninety- Third General Assembly shall be treated as a
subsequent act passed by the General Assembly for the purposes of:

(1) Giving the act of the regular session of the Ninety- Third General Assembly its full force and effect;
and

(i1) Amending or repealing the appropriate parts of the Arkansas Code of 1987; and

(B) Section 1-2-107 shall not apply; and

(3) This act shall make only technical, not substantive, changes to the Arkansas Code of 1987.
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This draft is a working document. All information contained herein is subject to change and may
differ substantially from the final document. The information contained in this document should
not be considered the position or views of the Arkansas Teacher Retirement System Board of
Trustees or the Governor.

ATRS DRAFT BILL: RECIPROCITY FINAL AVERAGE SALARY
January 18, 2021

Summary: This change repeals a complicated formula that involves using service rendered in a
reciprocal retirement system to calculate a retiree’s final average salary. Members get the full benefit
of their reciprocal service credit, but they need to be a member of the reciprocal system two (2) or more
years to get the benefit of higher reciprocal salaries used in their final average salary.

This bill also resolves a conflict between reciprocal systems in which concurrent service occurs.

Justification: The protection of ATRS from having to pay inflated retirement benefits for small amounts
of reciprocal service is upheld without a complicated formula.

A.C.A § 24-7-601(g)(3)(B) is in conflict with § 24-2-306(1) that requires concurrent service be
forfeited by refunding employer and employee contributions.

State of Arkansas

93rd General Assembly A Bill DRAFT JNL/JINLO093
Regular Session, 2021 HOUSE BILL

By: Representative <NA>

For An Act To Be Entitled
AN ACT TO AMEND THE LAW CONCERNING THE FINAL
AVERAGE SALARY AND CREDITED SERVICE UNDER THE
ARKANSAS TEACHER RETIREMENT SYSTEM; TO DECLARE AN
EMERGENCY; AND FOR OTHER PURPOSES.

Subtitle
TO AMEND THE LAW CONCERNING THE FINAL
AVERAGE SALARY AND CREDITED SERVICE
UNDER THE ARKANSAS TEACHER RETIREMENT
SYSTEM; AND TO DECLARE AN EMERGENCY.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. Arkansas Code § 24-7-601(e)(4)-(6), concerning credited service under the Arkansas
Teacher Retirement System, are amended to read as follows:

(4) The final average salary used shall be that of the Arkansas Teacher Retirement System or any
reciprocal system that in which the member has at least two (2) years of service credit, whichever

furnishes the highest final average salary at the time of retirement.
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€6)(5) When the Arkansas Teacher Retirement System provides a benefit amount that is not dependent
on length of credited service, the benefit amount shall be reduced to the proportion that actual system
service bears to total reciprocal system credited service.

SECTION 2. Arkansas Code § 24-7-601(g)(3), concerning credited service under the Arkansas Teacher
Retirement System, is amended to read as follows:

(3)(A) A member may elect to waive all or part of the concurrent service credited to the member in the
system and retire under a reciprocal system if:

A)The the member acknowledges that the waiver is a voluntary surrender of the member’s concurrent
service credit in the system and cancels the member’s concurrent service credit in the system:-and .

(B) The-member’s-emple raed-contributio demplovee raed-co 5 o

i - The employer-and-employee accrued contributions attributable to the
concurrent service may be refunded to the employer and member.

SECTION 3. EMERGENCY CLAUSE. It is found and determined by the General Assembly of the
State of Arkansas that the operations of a state public retirement system are complex; that the Arkansas
Teacher Retirement System must be able to meet the needs of its members as anticipated by the
General Assembly; that certain provisions of the Arkansas Teacher Retirement System Act, § 24-7-201
et seq., are in need of immediate revision and updating to conform with sound public pension policy
and actuarial requirements; that there are conflicts in the law applicable to the various retirement
systems concerning concurrent service; that member benefits will be at risk if the conflicts in the law
concerning concurrent service remain unresolved; that this act resolves the conflicts in the law
concerning concurrent service; that such revision and updating is of great importance to members of
the Arkansas Teacher Retirement System and to other citizens of the State of Arkansas; and that this act
1s necessary in order to maintain an orderly system of benefits for the members of the Arkansas Teacher
Retirement System and reciprocal systems. Therefore, an emergency is declared to exist, and this act
being immediately necessary for the preservation of the public peace, health, and safety shall become
effective on:

(1) The date of its approval by the Governor;

(2) If the bill is neither approved nor vetoed by the Governor, the expiration of the period of time
during which the Governor may veto the bill; or

(3) If the bill is vetoed by the Governor and the veto is overridden, the date the last house overrides the
veto.
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