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CHAPTER 1 8 5  Secretary of State 

SENATE BILL 1305 

AN ACT 

AMENDING SECTIONS.15-1451, 38-705, 38-711. 38-727. 38-729. 38-742, 38-743. 
38-744. 38-745. 38-746. 38-747. 38-762. 38-764. 38-768. 38-769 AND 38-797.07. 
ARIZONA REVISED STATUTES: AMENDING SECTION 38-715. ARIZONA REVISED STATUTES. 
AS ADDED BY LAWS 1995. CHAPTER 32. SECTION 14; REPEALING SECTION 38-715. 
ARIZONA REVISED STATUTES. AS AMENDED BY LAWS 1995. CHAPTER 134. SECTION 3; 
BLENDING MULTIPLE ENACTMENTS: RELATING TO THE ARIZONA STATE RETIREMENT 
SYSTEM. 

Be i t  enacted by  t h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A r i zona :  
S e c t i o n  1. S e c t i o n  15-1451, Ar izona Revised S t a t u t e s .  i s  amended t o  

read:  
15-1451. Q o t i o n a l  r e t i r e m e n t  o l a n s  
A.  N o t w i t h s t a n d i n g  s e c t i o n  38-729. s u b s e c t i o n  +I- I. a community 

c o l l e g e  d i s t r i c t  board may e s t a b l i s h  an o p t i o n a l  r e t i r e m e n t  program under  
which c o n t r a c t s  p r o v i d i n g  r e t i r e m e n t  and death  b e n e f i t s  may be purchased f o r  
employees o f  t h e  i n s t i t u t i o n s  under i t s  j u r i s d i c t i o n ' a s  d e s i g n a t e d  by  t h e  
community c o l l e g e  d i s t r i c t  board. 

8. An o p t i o n a l  r e t i r e m e n t  program e s t a b l i s h e d  pursuant  t o  t h i s  s e c t i o n  
s h a l l :  

1. Be des igned  t o  b e  a q u a l i f i e d  governmental  p l a n  under  s e c t i o n  
401(a)  o f  t h e  i n t e r n a l  revenue code. 

2 .  Comply w i t h  a l l  requ i rements  o f  t h e  i n t e r n a l  revenue code 
a p p l i c a b l e  t o  governmental  p lans .  

3.  Be a q u a l i f i e d  p l a n  under s e c t i o n  401(a)  o f  t h e  i n t e r n a l  revenue 
code. 

4. Apply f o r  and m a i n t a i n  a c u r r e n t  l e t t e r  o f  d e t e r m i n a t i o n  i s s u e d  by 
t h e  U n i t e d  S t a t e s  i n t e r n a l  revenue s e r v i c e .  
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5. Be a q u a l i f i e d  p ick-up p lan  as def ined by sec t ion  414(h)(Z) o f  the 
i n te rna l  revenue code as confirmed by a  p r i v a t e  l e t t e r  r u l i n g  issued by the  
United States i n t e r n a l  revenue serv ice .  

6. Provide b e n e f i t s  through annu i ty  con t rac ts  t h a t '  a re  f i x e d  o r  
va r i ab le  i n  nature o r  t h a t  a re  a combinat ion o f  f i x e d  and va r iab le .  

7. Have a t  a l l  t imes a t  l e a s t  f i f t y  a c t i v e  p a r t i c i p a n t s .  
C. E l i g i b l e  employees may e l e c t  t o  p a r t i c i p a t e  i n  an op t iona l  

ret i rement  p lan es tab l ished by t h e  community co l l ege  d i s t r i c t  board. The 
e l i g i b l e  employee s h a l l  make the  e l e c t i o n  i n  w r i t i n g  and f i l e  t h e  e l e c t i o n  
w i t h  t h e  Arizona s t a t e  re t i r emen t  system and the  d i sbu rs ing  o f f i c e r  o f  t h e  
employing i n s t i t u t i o n .  The e l i g i b l e  employee sha l l  make the  e l e c t i o n  w i t h i n  
n i n e t y  days o f  t h e  employee's e f f e c t i v e  date o f  employment o r .  i f  t h e  
employee i s  a member o f  t h e  Arizona s t a t e  re t i rement  system on t h e  date t h e  
op t iona l  ret i rement  program becomes e f f e c t i v e .  w i t h i n  n i n e t y  days o f  t h e  
e f f e c t i v e  date o f  t h e  op t iona l  re t i r emen t  program. I f  an employee who i s  a  
member o f  the  Arizona s t a t e  re t i r emen t  system e l e c t s  t o  p a r t i c i p a t e  i n  an 
op t iona l  ret i rement  program w i t h i n  n i n e t y  days o f  t h e  employee's e f f e c t i v e  
date o f  employment o r  the  e f f e c t i v e  da te  o f  the  op t iona l  re t i rement  program. 
t h e  Arizona s t a t e  re t i r emen t  system s h a l l  t r a n s f e r  t h e  employee's 
con t r i bu t i ons  t o  t h e  Arizona s t a t e  re t i rement  system and i n t e r e s t  as 
determined by t h e  board o f  t h e  Arizona s t a t e  re t i r emen t  system t o  the  
op t iona l  ret i rement  program w i t h i n  t h e  l a t e r  o f  n i n e t y  days a f t e r  t h e  
e lec t i on  o r  n ine ty  days a f t e r  r e c e i p t  by t h e  op t iona l  re t i r emen t  program o f  
a favorable l e t t e r  o f  de terminat ion  issued by the  Uni ted States i n t e r n a l  
revenue serv ice.  I f  an e l i g i b l e  employee f a i l s  t o  make an e l e c t i o n  as 
provided i n  t h i s  subsect ion, the  employee i s  deemed t o  have e lec ted  t o  
p a r t i c i p a t e  i n  t h e  Ar izona s t a t e  re t i r emen t  system. The e l e c t i o n  t o  
p a r t i c i p a t e  i n  an op t iona l  ret i rement  program i s  i r revocab le  and cons t i t u tes  
a waiver o f  a l l  b e n e f i t s  prov ided by t h e  Arizona s t a t e  re t i r emen t  system. 
A l l  e l i g i b l e  employees WHO ELECT TO PARTICIPATE I N  AN OPTIONAL RETIREMENT 
PROGRAM sha l l  remain p a r t i c i p a n t s  i n  t h e  op t iona l  re t i r emen t  program dur ing  
the  continuance o f  employment w i t h  t h e  community co l l ege  d i s t r i c t .  

D. The community co l lege d i s t r i c t  board sha l l  make con t r i bu t i ons  from 
pub l ic  monies appropr iated o r  any o the r  monies ava i l ab le  f o r  t h i s  purpose on 
beha l f  o f  each p a r t i c i p a n t  i n  the  op t i ona l  re t i rement  program i n  an amount 
equal t o  the employer c o n t r i b u t i o n  prescr ibed i n  t i t l e  38. chapter 5. 
a r t i c l e  2 .  

E. Subject t o  subsect ion G o f  t h i s  sec t ion ,  each community co l l ege  
d i s t r i c t  board t h a t  es tab l ishes  an op t i ona l  re t i rement  program s h a l l  
es tab l i sh  program p rov i s ions  i nc lud ing :  

1. Categories o f  employees t h a t  a re  e l i g i b l e  t o  e l e c t  t o  p a r t i c i p a t e  
i n  the op t iona l  re t i r emen t  program. 

2 .  The employee c o n t r i b u t i o n  r a t e .  This r a t e  may be greater  than the 
employee c o n t r i b u t i o n  r a t e  p resc r ibed  i n  t i t l e  38, chapter 5. a r t i c l e  2. 
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3. A v e s t i n g  p e r i o d  f o r  employer  c o n t r i b u t i o n s .  i f  any. All employee 
c o n t r i b u t i o n s  t h a t  a r e  p i cked  up by t h e  employer  a r e  f u l l y  v e s t e d  a t  a l l  
times. 

4 .  R e s t r i c t i o n s  on b e n e f i t s ,  e x c e p t  t h a t  t h e  o p t i o n a l  r e t i r e m e n t  
program s h a l l  n o t  a1 low a  p a r t i c i p a n t  t o  wi thdraw employer c o n t r i b u t i o n s  
e x c e p t  a s  retirement income p a y a b l e  f o r  l i f e  o r  t o  p r o v i d e  f o r  l o a n s  on 
r e t i r e m e n t  income. 

F. A community c o l l e g e  d i s t r i c t  board  may e l e c t  t o  p r o v i d e  h e a l t h  o r  
l o n g - t e r m  d i  s a b i  1  i t y  c o v e r a g e  t o  o p t i o n a l  retirement program p a r t i c i p a n t s  
under  s e p a r a t e  b e n e f i t  p l a n s .  The community c o l l e g e  d i s t r i c t  boa rd  may 
a l l o c a t e  a  p o r t i o n  o f  i t s  employer  c o n t r i b u t i o n  t h a t  would o t h e r w i s e  be  made 
t o  t h e  o p t i o n a l  r e t i r e m e n t  program under  s u b s e c t i o n  D o f  t h i s  s e c t i o n  t o  t h e  
s e p a r a t e  b e n e f i t  p l a n s  t o  p r o v i d e  h e a l t h  o r  l o n g - t e r m  d i s a b i l i t y  c o v e r a g e .  

G .  Community c o l l e g e  d i s t r i c t  boa rds  t h a t  e s t a b l i s h  an o p t i o n a l  
r e t i r e m e n t  program u n d e r  t h i s  s e c t i o n  s h a l l  e n t e r  i n t o  i n t e r g o v e r n m e n t a l  
ag reemen t s  a p p o i n t i n g  a  s i n g l e  a d m i n i s t r a t o r  o r  d e s i g n a t i n g  a  s i n g l e  
community c o l l e g e  d i s t r i c t  b o a r d  t o  a d m i n i s t e r  t h e  o p t i o n a l  retirement 
program.  The a d m i n i s t r a t i o n  s h a l l  i n c l u d e ,  w i t h o u t  l i m i t a t i o n ,  t h e  d e s i g n  
and imp lemen ta t ion  o f  t h e  p l an  document e s t a b l i s h i n g  t h e  o p t i o n a l  retirement 
program,  c o m p l i a n c e  w i t h  t h e  qua1 i f i c a t i o n  r e q u i  rements  p r e s c r i b e d  i n  
s u b s e c t i o n  B o f  t h i s  s e c t i o n  and such  o t h e r  d u t i e s  t h a t  a r e  n o t  i n c o n s i s t e n t  
w i t h  t h i s  s e c t i o n  a s  may be d e l e g a t e d  t o  t h e  a d m i n i s t r a t o r  p u r s u a n t  t o  t h e  
i n t e r g o v e r n m e n t a l  a g r e e m e n t s  e n t e r e d  i n t o  among t h e  community c o l l e g e  
d i s t r i c t  b o a r d s .  

H. A1 though  d e s i g n a t e d  a s  employee c o n t r i b u t i o n s ,  a1 1  employee 
c o n t r i b u t i o n s  made t o  an o p t i o n a l  r e t i r e m e n t  program s h a l l  be p i c k e d  up and 
p a i d  by t h e  community c o l l e g e  d i s t r i c t  i n  l i e u  o f  c o n t r i b u t i o n s  by t h e  
employee .  The c o n t r i b u t i o n s  p i c k e d  up by a  community c o l l e g e  d i s t r i c t  may 
be  made t h r o u g h  a  r e d u c t i o n  i n  t h e  employees '  s a l a r y  o r  an o f f s e t  a g a i n s t  
f u t u r e  s a l a r y  i n c r e a s e s .  or  a  combina t ion  o f  bo th .  The employees 
p a r t i c i p a t i n g  i n  t h e  o p t i o n a l  r e t i r e m e n t  program do n o t  have t h e  o p t i o n  o f  
choos ing  t o  r e c e i v e  t h e  c o n t r i b u t e d  amounts d i r e c t l y  i n s t e a d  o f  t h e  community 
c o l l e g e  d i s t r i c t  p a y i n g  t h e  amounts  t o  t h e  o p t i o n a l  retirement program. I t  
i s  i n t e n d e d  t h a t  a l l  employee c o n t r i b u t i o n s  t h a t  a r e  p i cked  up by t h e  
community c o l l e g e  d i s t r i c t  as p r o v i d e d  i n  t h i s  s u b s e c t i o n  s h a l l  be  t r e a t e d  
a s  employer  c o n t r i b u t i o n s  under  s e c t i o n  4 1 4 ( h )  of  the internal r e v e n u e  code  
and s h a l l  be  e x c l u d e d  f rom t h e  employees '  g r o s s  income f o r  f e d e r a l  and  s t a t e  
income t a x  pu rposes  and are  i n c l u d a b l e  i n  t h e  g r o s s  income o f  t h e  employees  
o r  t h e i r  b e n e f i c i a r i e s  o n l y  i n  t h e  t a x a b l e  y e a r  i n  which t h e y  a r e  
d i s t r i b u t e d .  

I .  A community c o l l e g e  d i s t r i c t  board  s h a l l  n o t  be l i a b l e  t o  any 
employee ,  re t i ree  o r  o t h e r  p e r s o n  f o r  any r eason  r e l a t i n g  t o  t h e  community 
c o l l e g e  d i s t r i c t  b o a r d ' s  p r o v i s i o n  o f  o r  f a i l u r e  t o  p r o v i d e  f o r  an o p t i o n a l  
r e t i r e m e n t  program o r  h e a l t h  o r  l o n g - t e r m  d i s a b i l i t y  c o v e r a g e .  
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Sec. 2. Section 38-705. Arizona Revised Statutes.  i s  amended t o  read: 
38-705. Studies and  reDorts bv s t a t e  aaencv 
The s t a t e  agency &d+ MAY: 
1. Conduct studies concerning the  problem of old age and survivors 

insurance protection for employees and  concerning the  operation of agreements 
made and plans approved under t h i s  a r t i c l e .  

2.  Submit a report t o  the leg i s la ture  a t  the beginning of each regular 
session covering the administration and operation of t h i s  a r t i c l e  during the  
preceding calendar year. including recommendations f o r  amendments t o  t h i s  
a r t i c l e  i t  considers proper. 

Sec. 3. Section 38-711. Arizona Revised Statutes.  i s  amended t o  read: 
38-711. Q e f i n i t i o u  
In t h i s  a r t i c l e ,  unless the context otherwise requires: 
1. "Active member" means a member as defined in paragraph 22. 

subdivision ( b )  or (c )  of t h i s  section who sa t i s f ies  the  e l i g i b i l i t y  c r i t e r i a  
prescribed in section 38-727 and who e i ther  i s  current ly  making member 
contributions as prescribed in section 38-736 or i s  receiving credi ted 
service under - ARTICLE 2.1 O F  THIS CHAPTER. 

2 .  "Actuarial equivalent" means equality in  value of the  aggregate 
amounts expected t o  be received under two dif ferent  forms of payment, based 
on mortality and  in teres t  ra te  assumptions approved from time to  time by the  
board. 

3. "ASRS" means the  Arizona s t a t e  retirement system established by 
t h i s  a r t i c l e .  

4. "Assets" means the  resources of ASRS including a l l  cash. 
investments or secur i t i es .  

5. "Average monthly compensation" means: 
( a )  For a member whose membership in ASRS commenced before January 1. 

1984 a n d  who l e f t  the member's contributions on deposit or re ins ta ted 
for fe i ted  credited service pursuant t o  section 38-742 fo r  a period of 
employment t ha t  commenced before January 1. 1984. the  monthly average of 
compensation on which contributions were remitted during a period of s i x ty  
consecutive months during which the member receives the  highest compensation 
within the l a s t  one hundred twenty months of credited service.  Any month f o r  
which no contributions are reported t o  ASRS or that  f a l l s  within a period of 
nonpaid or  par t i a l ly  paid leave of absence or sabbatical  leave sha l l  be 
excluded from the computation. The s ix ty  consecutive months may en t i r e ly  
precede, may be both before and  a f t e r  or may be completely a f t e r  any excluded 
months. If the  member was employed fo r  l e s s  t h a n  s i x ty  consecutive months. 
the average monthly compensation i s  based on the t o t a l  consecutive months 
worked . 

( b )  Effective July 1, 1985, the  monthly average of compensation on 
which contributions were remitted during a period of t h i r t y - s i x  consecutive 
months during which a member receives the  highest compensation within the  
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l a s t  one hundred twenty months of credited service.  Any month for  which no 
contributions are reported t o  ASRS or t h a t  f a l l s  within a period of nonpaid 
or par t i a l ly  paid leave of absence or sabbatical leave shall  be excluded from 
the computation. The th i r t y - s ix  consecutive months may ent i re ly  precede, may 
be both before and a f t e r  or may be completely a f te r  any excluded months. If 
the member was employed for  l e s s  than t h i r t y - s i x  consecutive months. the 
average monthly compensation shall  be based on the t o t a l  consecutive months 
worked. This subdivision applies only t o  members whose membership in ASRS 
was e f f ec t i ve  a f t e r  December 31. 1983 or who agree in writing as a binding 
condition of e l i g i b i l i t y  fo r  being granted the  benefit advantages available 
under t h i s  subdivision t o  have t h e i r  benefit computed on the basis of the  
def ini t ion of compensation. 

6. "Board" means the  ASRS board established i n  section 38-713. 
7. "Compensation" means the  gross amount p a i d  t o  a member by a n  

employer as salary or wages. including amounts tha t  are subject t o  deferred 
compensation or  tax she l te r  agreements, f o r  services rendered t o  or  fo r  a n  
employer, or tha t  would have been p a i d  t o  the member except for the member's 
election or a legal requirement that  a l l  or  part of the gross amount be used 
fo r  other purposes. but does n o t  include amounts paid in excess of 
compensation l imits  established in section 38-746. Compensation. as provided 
in paragraph 5. subdivision ( b )  of t h i s  sect ion,  does not include: 

( a )  Lump sum payments, on termination of employment, fo r  accumulated 
vacation or annual leave, sick leave. compensatory time or  any other form of 
termination pay whether the payments are made in one payment or by 
installments over a period of time. 

( b )  Damages. costs .  attorney fees.  i n t e r e s t  or other penalt ies paid 
pursuant t o  a court order or a compromise settlement or agreement t o  sa t isfy  
a grievance or claim even though the amount of the payment i s  based i n  whole 
or in part  on previous salary or wage levels ,  except t h a t ,  i f  the court order 
or compromise settlement or agreement di rects  salary or wages t o  be paid for  
a spec i f i c  period of time. the payment i s  compensation fo r  t h a t  specif ic  
period of time. If the  amount directed t o  be paid i s  l e s s  t h a n  the  actual 
salary or  wages t ha t  would have been paid for the period i f  service had been 

' CONTRIBUTIONS for  the  period m-wkeb performed, the  
P shall  be BASED O N  the  amount  O F  COMPENSATION t h a t  
would have been paid i f  the service had been performed. 

( c )  Payment. a t  the member's option, in l ieu of f r inge benefits  tha t  
are normally paid fo r  or  provided by the  employer. 

( d )  Merit awards pursuant t o  section 38-613 a n d  performance bonuses 
paid t o  a s s i s t an t  attorneys general pursuant t o  section 41-192. 

8.  "Contingent annuitant" means the  person named by a member t o  
receive retirement income payable following a member's death a f t e r  
retirement. as provided i n  section 38-760. 
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9. "Credited service" means. subject t o  sec t i on  38-739. t h e  number o f  
years standing t o  t h e  member's c r e d i t  on t h e  books o f  ASRS du r ing  which the  
member made t h e  requ i red  cont r ibu t ions .  

10. "Ear ly  ret i rement"  means re t i rement  be fo re  a  member's normal 
ret i rement  date a f t e r  f i v e  years o f  t o t a l  c red i ted  se rv i ce  and attainment o f  
age f i f t y .  

11. " E f f e c t i v e  date" means Ju l y  1. 1970. except w i t h  respect  t o  
employers and members whose cont r ibu t ions  t o  ASRS commence t h e r e a f t e r ,  the  
e f f e c t i v e  date o f  t h e i r  membership i n  ASRS i s  as s p e c i f i e d  i n  t h e  appl icable 
jo inder  agreement. P t - L ' - -  11.1..t.l: 

12. "Employer" means: 
(a )  This  s ta te .  
( b )  P a r t i c i p a t i n g  p o l i t i c a l  subdiv is ions.  

13. "Employer cont r ibu t ions"  means a l l  amounts pa id  i n t o  ASRS by an 
employer on beha l f  o f  a member. 

14. "F iscal  year" means the per iod  from J u l y  1 o f  any year  t o  June 30 
o f  t h e  f o l l o w i n g  year. 

15. " I nac t i ve  member" means a member who p rev ious l y  made con t r i bu t i ons  
t o  ASRS and who s a t i s f i e s  each o f  the  f o l l o w i n g :  

(a )  Has n o t  r e t i r e d .  
( b )  I s  n o t  e l i g i b l e  f o r  a c t i v e  membership i n  ASRS. 
( c )  I s  n o t  c u r r e n t l y  making con t r i bu t i ons  t o  ASRS. 
(d )  Has n o t  withdrawn con t r i bu t i ons  from ASRS. 

16. " I n t e r e s t "  means the  assumed a c t u a r i a l  investment  earn ings r a t e  
approved by t h e  board. 

17. " I n te rna l  revenue code" has the  same meaning prescr ibed i n  sec t ion  
42-101. 

18. "Investment management" means t h e  persons, companies, banks. 
insurance company investment funds. mutual fund companies. management o r  any 
combinations o f  those e n t i t i e s  t h a t  a re  appointed by ASRS and t h a t  have 
r e s p o n s i b i l i t y  and a u t h o r i t y  f o r  investment o f  t h e  monies o f  ASRS. 

19. "Late re t i rement "  means re t i rement  a f t e r  normal re t i r emen t .  
20. "Leave o f  absence" means any unpaid leave author ized by t h e  

employer. i n c l u d i n g  leaves authorized f o r  sickness o r  d i s a b i l i t y  o r  t o  pursue 
educat ion o r  t r a i n i n g .  

21. " L i f e  annuity" means equal monthly i ns ta l lmen ts  payable dur ing  the  
member's l i f e t i m e  a f t e r  ret i rement .  

2 2 .  "Member": 
( a )  Means any employee o f  an employer on t h e  e f f e c t i v e  date. 
(b )  Means a l l  employees of an employer who are e l i g i b l e  FOR MEMBERSHIP 

pursuant t o  p SECTION 38-727 AND who are engaged t o  work a t  l e a s t  
twenty weeks i n  each f i s c a l  year and a t  l e a s t  twenty hours each week wd-wb 
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( c )  Means a l l  employees o f  an employer  who a r e  e l i g i b l e  p u r s u a n t  t o  
t h i s  a r t i c l e  and whose work f o r  more than  one employer t o t a l s  a t  l e a s t  twenty  
weeks i n  a  f i s c a l  y e a r  and a t  l e a s t  twen ty  hours  each week and i n c l u d e s  work 
p r o v i d e d  on a  p a r t - t i m e  b a s i s  t o  an employer  who i s  n o t  t h e  f u l l - t i m e  
employer o f  t h e  employee. 

( d l  Means any pe rson  r e c e i v i n g  a  b e n e f i t  under ASRS. 
( e l  Does n o t  i n c l u d e  any employee o f  an employer who i s  o t h e r w i s e  

e l i g i b l e  pursuant  t o  t h i s  a r t i c l e  and who beg ins  s e r v i c e  i n  a  l i m i t e d  
appointment f o r  n o t  more t h a n  e i g h t e e n  months on o r  a f t e r  J u l y  1, 1979. I f  
t h e  employment exceeds e i g h t e e n  months. t h e  employee s h a l l  be covered by ASRS 
as o f  t h e  beg inn ing  o f  t h e  n i n e t e e n t h  month o f  employment. I n  o r d e r  t o  be 
excluded under t h i s  s u b d i v i s i o n .  c l a s s i f i c a t i o n s  o f  employees d e s i g n a t e d  by 
employers as l i m i t e d  appo in tments  must b e  approved by  t h e  d i r e c t o r .  

23. "Member c o n t r i b u t f o n s "  means a l l  amounts p a i d  t o  ASRS by a  member. 
24. "Normal c o s t s "  means c o s t s  o f  ASRS as computed under t h e  p r o j e c t e d  

u n i t  c r e d i t  method o f  a c t u a r i a l  c o m p u t a t i o n  t h a t  would  have a r i s e n  i f  t h e  
b e n e f i t s  i n  e f f e c t  a t  t h e  t i m e  o f  t h e  computa t ion  had always been i n  e f f e c t  
f rom t h e  t i m e  o f  e a r l i e s t  e l i g i b i l i t y  o f  t h e  c u r r e n t  members. 

25. "Normal r e t i r e m e n t  date"  means t h e  e a r l i e s t  o f  t h e  f o l l o w i n g :  
( a )  A member's s i x t y - f i f t h  b i r t h d a y .  
( b )  A member's s i x t y - s e c o n d  b i r t h d a y  and c o m p l e t i o n  o f  a t  l e a s t  t e n  

years  o f  c r e d i t e d  s e r v i c e .  
( c )  The f i r s t  day i m m e d i a t e l y  f o l l o w i n g  t h e  day t h a t  t h e  sum o f  a 

member's age and y e a r s  o f  t o t a l  c r e d i t e d  s e r v i c e  equa ls  e i g h t y .  
26. " P o l i t i c a l  s u b d i v i s i o n "  means any p o l i t i c a l  s u b d i v i s i o n  o f  t h i s  

s t a t e .  
27. " R e t i r e d  member" means a  member who i s  r e c e i v i n g  r e t i r e m e n t  

b e n e f i t s  pursuant  t o  t h i s  a r t i c l e .  
a-- .l n . .. 
2% 28. "Serv i ce  y e a r "  means f i s c a l  y e a r ,  excep t  t h a t :  

( a )  I f  t h e  normal work year  r e q u i r e d  o f  a  member i s  l e s s  t h a n  t h e  f u l l  
f i s c a l  y e a r  b u t  i s  f o r  a  p e r i o d  o f  a t  l e a s t  n i n e  months, t h e  s e r v i c e  y e a r  
i s  t h e  normal work y e a r .  

( b )  For a  s a l a r i e d  member employed on  a  c o n t r a c t  b a s i s  under one 
c o n t r a c t .  o r  two o r  more c o n s e c u t i v e  c o n t r a c t s ,  f o r  a  t o t a l  p e r i o d  o f  a t  
l e a s t  n i n e  months, t h e  s e r v i c e  y e a r  i s  t h e  t o t a l  p e r i o d  o f  t h e  c o n t r a c t  o r  
c o n s e c u t i v e  c o n t r a c t s .  

( c )  I n  d e t e r m i n i n g  average mon th ly  compensation pu rsuan t  t o  paragraph 
5  o f  t h i s  s e c t i o n .  t h e  s e r v i c e  y e a r  i s  c o n s i d e r e d  t o  be t w e l v e  months o f  
compensation. 

38: 29. "Sta te"  means t h i s  s t a t e .  i n c l u d i n g  any depar tment .  o f f i c e .  
board.  commission, agency. i n s t i t u t i o n  o r  o t h e r  i n s t r u m e n t a l i t y  o f  t h i s  
s t a t e .  
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31-r 30. "Vested" means tha t  a member i s  e l ig ib le  t o  receive a  future  
retirement benefit .  

~ e c l  4. Section 38-715, Arizona Revised Statutes.  as added by Laws 
1995. chapter 32. section 14. i s  amended t o  read: 

38-715. Director: Dowers and dut ies  
A .  The board shall appoint a  director.  

THE TERM OF THE DIRECTOR IS O N E  YEAR AND EXPIRES O N  JUNE 30. ON 
EXPIRATION OF A DIRECTOR'S TERM. THE BOARD MAY REAPPOINT THE DIRECTOR FOR 
ANOTHER TERM. THE BOARD MAY REMOVE THE DIRECTOR AT ANY TIME FOR CAUSE. 

B. The director  shal l  appoint a deputy director and  ass i s tan t  
d i rec tors  w i t h  the approval of the board. 

C .  The d i rec tor ,  under the supervision of the board. shal l :  
1. Administer t h i s  a r t i c l e ,  except the investment powers and duties 

of investment management. 
2 .  Hire employees and services the director deems necessary and 

prescribe t h e i r  duties.  
3. Prescribe procedures to  be followed by members and t h e i r  

benef ic iar ies  i n  f i l i n g  applications for  benefits. 
4 .  Be responsible for :  
( a )  Income and the collection of income and the accuracy of a l l  

expenditures. 
( b )  Maintaining books and maintaining and processing records of ASRS. 
( c )  The investment of temporary surplus monies only i n  obligations of 

the United States government or agencies whose obligations are guaranteed by 
the United States government, commercial paper or banker's acceptances f o r  
a term of not more than f i f t een  days. 

(d l  Providing continuing education programs for  the board a n d  the 
investment advisory council t o  keep them informed of current issues and 
information needed t o  carry out the i r  duties.  

5. Provide or  procure necessary materials and services for  the 
investment advisory counci 1 t o  administer i t s  duties and responsibi l i t ies  
under t h i s  a r t i c l e .  

6 .  Perform additional powers and duties as may be prescribed by the 
board and delegated to  the director .  

0. The director ,  under the supervision and approval of the board, may: 
1. Delegate duties and responsibil i t ies to  such s t a t e  departments as 

the d i rec tor  deems feasible  and desirable t o  administer t h i s  a r t i c l e .  
2 .  Appoint a custodian for  the  safekeeping of a l l  investments owned 

by ASRS and reg is te r  stocks, bonds and other investments in the name of a 
nomi nee. 

3. Invest marketable secur i t i es  owned by ASRS by entering in to  
securi ty  loan agreements. For the purpose of th i s  paragraph: 

( a )  "Marketable securi t ies"  means securi t ies  t h a t  are f reely and 
regularly traded on recognized exchanges or marketplaces. 
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( b )  " S e c u r i t y  l o a n  agreement' means a  w r i t t e n  c o n t r a c t  under which 
ASRS, as lender ,  agrees t o  l e n d  s p e c i f i c  m a r k e t a b l e  s e c u r i t i e s  f o r  a p e r i o d  
o f  n o t  more t h a n  one year .  ASRS. under  a  s e c u r i t y  l o a n  agreement, s h a l l  
r e t a i n  t h e  r i g h t  t o  c o l l e c t  f rom t h e  bo r rower  a l l  d i v i d e n d s .  i n t e r e s t ,  
premiums and r i g h t s  and any o t h e r  d i s t r i b u t i o n s  t o  which ASRS o the rw ise  would 
have been e n t i t l e d .  Dur ing  t h e  term o f  a  s e c u r i t y  l o a n  agreement ASRS s h a l l  
waive t h e  r i g h t  t o  v o t e  t h e  s e c u r i t i e s  t h a t  a r e  t h e  s u b j e c t  o f  t h e  agreement. 
A  s e c u r i t y  l o a n  agreement s h a l l  p r o v i d e  f o r  t e r m i n a t i o n  by e i t h e r  p a r t y  on 
terms m u t u a l l y  a c c e p t a b l e  t o  t h e  p a r t i e s .  The bo r rower  s h a l l  d e l i v e r  
c o l l a t e r a l  t o  ASRS o r  i t s  des ignated r e p r e s e n t a t i v e  i n  t h e  fo rm o f  cash. A t  
a l l  t i m e s  d u r i n g  t h e  t e r m  o f  any s e c u r i t y  l o a n  agreement t h e  c o l l a t e r a l  s h a l l  
be i n  an amount equal t o  a t  l e a s t  one hundred p e r  c e n t  o f  t h e  marke t  v a l u e  
o f  t h e  loaned  s e c u r i t i e s .  A  s e c u r i t y  l o a n  agreement s h a l l  p r o v i d e  f o r  
payment o f  a d d i t i o n a l  c o l l a t e r a l  on a  d a i l y  b a s i s ,  o r  a t  such o t h e r  l e s s  
f r e q u e n t  i n t e r v a l s  as  t h e  v a l u e  o f  t h e  l o a n e d  s e c u r i t i e s  i n c r e a s e s .  Each 
s e c u r i t y  l o a n  agreement s h a l l  be s u b j e c t  t o  a  c u s t o d i a l  agreement between 
ASRS and t h e  c u s t o d i a n  appo in ted pu rsuan t  t o  paragraph 2 o f  t h i s  subsect ion.  
t h e  c u s t o d i a l  agreement s h a l l  c o n t a i n  t h e  te rms  and c o n d i t i o n s  o f  t h e  f e e s  
t o  be p a i d  t o  t h e  c u s t o d i a n  f o r  s e r v i c i n g  t h e  s e c u r i t y  l o a n  agreement. ASRS 
s h a l l  pay t h e  f e e s  approved by t h e  board  t o  t h e  c u s t o d i a n  f o r  s e r v i c i n g  t h e  
s e c u r i t y  l o a n  agreements f rom t h e  income o f  t h e  i n v e s t m e n t  o f  m a r k e t a b l e  
s e c u r i t i e s  pu rsuan t  t o  t h i s  paragraph. 

4. E s t a b l i s h  one o r  more r e s e r v e  h o l d i n g  accounts ,  i n t o  wh ich  t h e  
b o a r d  s h a l l  c l o s e  p e r i o d i c a l l y  t h e  account  ba lances  o f  i n a c t i v e  accounts .  
If any person f i l e s  a  c l a i m  and f u r n i s h e s  p r o o f  o f  ownersh ip  o f  any amounts 
i n  any i n a c t i v e  account  t h e  c l a i m  s h a l l  be p a i d  f r o m  t h e  r e s e r v e  h o l d i n g  
accoun t  on t h e  same b a s i s  as i f  no a c t i o n  had been t a k e n  under  t h i s  
paragraph. I n t e r e s t  and supplemental  c r e d i t s  s h a l l  be a l l o c a t e d  t o  each 
r e s e r v e  h o l d i n g  account on June 30 o f  each year .  as determined by t h e  board. 
For t h e  purposes o f  t h i s  paragraph. " i n a c t i v e  account "  means 

+& an account  t o  which c o n t r i b u t i o n s  have n o t  been p a i d  f o r  s i x  
months o r  more. 

5. Make r e t i r e m e n t  under t h i s  a r t i c l e  e f f e c t i v e  r e t r o a c t i v e l y  t o  on 
o r  a f t e r  t h e  day f o l l o w i n g  t h e  d a t e  employment i s  t e r m i n a t e d  i f  b o t h  of t h e  
f o l l o w i n g  c o n d i t i o n s  a r e  met: 

( a )  The member was unab le  t o  a p p l y  b e f o r e  t h e  r e t r o a c t i v e  e f f e c t i v e  
d a t e  t h r o u g h  no f a u l t  o f  t h e  member. 

(b )  The r e t r o a c t i v e  e f f e c t i v e  d a t e  i s  n o t  more than  NINETY days 
b e f o r e  t h e  d a t e  t h e  d i r e c t o r  r e c e i v e s  t h e  r e t i r e m e n t  a p p l i c a t i o n .  

E. The d i r e c t o r ,  under s u p e r v i s i o n  o f  t h e  govern ing  committee f o r  t a x  
d e f e r r e d  a n n u i t y  and d e f e r r e d  compensat ion p l a n s .  may h i  r e  and s u p e r v i s e  
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employees and o b t a i n  serv ices  t h e  d i r e c t o r  deems necessary t o  adminis ter  
a r t i c l e  5 o f  t h i s  chapter.  The tax  de fer red  annu i ty  and deferred 
compensation programs establ ished pursuant t o  a r t i c l e  5  o f  t h i s  chapter sha l l  
bear t h e  costs f o r  these employees and serv ices.  

F. The d i r e c t o r  and a l l  persons employed by t h e  d i r e c t o r  s h a l l  be 
compensated as determined pursuant t o  sec t i on  38-611. 

Sec. 5. &p,&aJ. 
Sect ion 38-715. Arizona Revised Statutes.  as amended by Laws 1995. 

chapter 134. sec t i on  3.  i s  repealed. 
Sec. 6. Sect ion 38-727. Arizona Revised Statutes, i s  amended t o  read: 
38-727. E l i a i b i l i t y  
The f o l l o w i n g  prov is ions  apply t o  a l l  employees h i r e d  on o r  a f t e r  the  

e f f e c t i v e  date: 
1. A l l  employees and o f f i c e r s  o f  t h i s  s t a t e  and a l l  o f f i c e r s  and 

employees o f  p o l i t i c a l  subd iv is ions  e s t a b l i s h i n g  a re t i rement  p lan  
administered by t h e  board pursuant t o  t h i s  a r t i c l e  who as a  r e s u l t  o f  s t a t e  
serv ice  o r  serv ice  f o r  t h e  p o l i t i c a l  subd iv i s ion  are  inc luded i n  agreements 
p rov id ing  f o r  t h e i r  coverage under the fede ra l  o l d  age and surv ivors  . . 
insurance system are subject  t o  t h i s  a r t i c l e  -, 
except t h a t  membership i s  not  mandatory on t h e  p a r t  o f  any employee who i s  
e l i g i b l e  and who e l e c t s  t o  p a r t i c i p a t e  i n  t h e  op t i ona l  re t i rement  programs 
es tab l ished by t h e  Arizona board o f  regents pursuant t o  t h e  a u t h o r i t y  
confer red  by sec t i on  15-1628 o r  by a  community co l l ege  d i s t r i c t  board 
pursuant t o  a u t h o r i t y  confer red  by sec t ion  15-1451. 

2. A l l  employees and o f f i c e r s  o f  p o l i t i c a l  subd iv is ions  whose 
compensation i s  prov ided whol ly  o r  i n  p a r t  f rom s t a t e  monies and who are 
declared t o  be s t a t e  employees and o f f i c e r s  by the  l e g i s l a t u r e  f o r  ret i rement  
purposes are subject ,  on l e g i s l a t i v e  enactment. t o  t h i s  a r t i c l e  and are  
members o f  ASRS. 

3. Any member whose serv ice  terminates o ther  than by death o r  
wi thdrawal  f rom membership i s  deemed t o  be a member o f  ASRS u n t i l  t h e  
member's death b e n e f i t  i s  paid.  

4. Employees and o f f i c e r s  s h a l l  no t  become members o f  ASRS and, i f  
they are  members immediately before becoming employed as prov ided by t h i s  
sect ion,  sha l l  have t h e i r  membership s tatus suspended wh i l e  they are employed 
by s t a t e  departments paying t h e  s a l a r i e s  o f  t h e i r  o f f i c e r s  and employees 
whol ly  o r  i n  p a r t  from monies received from sources other  than appropr iat ions 
from t h e  s t a t e  general fund f o r  the  per iod  o r  per iods payment o f  t h e  employer 
c o n t r i b u t i o n s  i s  no t  made by o r  on beha l f  o f  t h e  departments. 

5. Notwi thstanding o ther  p rov i s ions  o f  t h i s  sec t ion .  a temporary 
employee o f  the  l e g i s l a t u r e  whose p ro jec ted  term o f  employment i s  f o r  not  
more than s i x  months i s  i n e l i g i b l e  f o r  membership i n  ASRS. I f  t h e  employment 
cont inues beyond s i x  successive months. the  employee may e l e c t  t o  e i t h e r :  
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(a)  Receive c r e d i t  f o r  service f o r  the  f i r s t  s i x  months o f  employment 
and e s t a b l i s h  membership i n  ASRS as o f  the  beginning o f  t h e  c u r r e n t  term o f  
employment i f .  w i t h i n  f o r t y - f i v e  days a f t e r  the  f i r s t  s i x  months o f  
employment, bo th  the  employer and the employee cont r ibu te  t o  ASRS t h e  amount 
t h a t  would have been requi red t o  be contr ibuted t o  ASRS dur ing  t h e  f i r s t  s i x  
months o f  employment a s  i f  t h e  employee had been a  member o f  ASRS dur ing  
those s i x  months. 

(b )  Es tab l i sh  membership i n  ASRS as o f  t h e  day f o l l o w i n g  the  
complet ion o f  s i x  months o f  employment. 

6. A person who i s  employed i n  postgraduate t r a i n i n g  i n  an approved 
medical res idency t r a i n i n g  program o f  an employer i s  i n e l i g i b l e  f o r  
membership i n  ASRS. 

Sec. 7. Sect ion 38-729, Arizona Revised Statutes. i s  amended t o  read: 
38-729. P o l i t i c a l  subd iv is ion  o l a n ~  
A. The governing body o f  any p o l i t i c a l  subd iv i s ion  may adopt, by 

app rop r ia te  l e g i s l a t i o n ,  a  supplemental re t i rement  p lan  f o r  employees and 
o f f i c e r s  o f  t h e  p o l i t i c a l  subd iv is ion  who are inc luded w i t h i n  agreements 
en tered i n t o  between t h e  governing body and the  s t a t e  agency p r o v i d i n g  f o r  
t h e  ex tens ion  o f  federa l  o l d  age and surv ivors  insurance b e n e f i t s  t o  the  
o f f i c e r s  and employees. The supplemental ret i rement  p lan  s h a l l  p rov ide  the  
same re t i rement  bene f i t s  and requ i re  the same ob l iga t ions  f o r  en t i t l emen t  as 
are prov ided f o r  other  members under t h i s  a r t i c l e .  except t h a t :  

1. The supplemental ret i rement  p lan  s h a l l  spec i f y  t h e  date o f  
commencement o f  t h e  supplemental ret i rement  p lan as t h e  f i r s t  day o f  a+w 

J *. * A THE 
MONTH FOLLOWING BOARO APPROVAL OF THE SUPPLEMENTAL PLAN OF THE POLITICAL 
SUBOIVISION AS PROVIDED I N  THIS SECTION. 

2 .  Employer and employee ob l i ga t i ons  s h a l l  be pa id  t o  ASRS i n  
accordance w i t h  t h a t  date. 

8. THE GOVERNING BODY OF THE POLITICAL SUBDIVISION SHALL SUBMIT THE 
SUPPLEMENTAL RETIREMENT PLAN TO THE BOARD I N  THE FORM OF AN AGREEMENT. THE 
AGREEMENT SHALL STATE THE TERMS OF THE SUPPLEMENTAL RETIREMENT PLAN AS 
PROVIDED I N  THIS SECTION. THE BOARO SHALL EITHER APPROVE OR DISAPPROVE THE 
SUPPLEMENTAL RETIREMENT PLAN SUBMITTED BY THE GOVERNING BODY OF THE POLITICAL 
SUBDIVISION. 

% C. ON APPROVAL, the board sha l l  adminis ter  the  supplemental p lan 
o f  the  p o l i t i c a l  subd iv is ion .  

& D. The employer's share o f  con t r i bu t i ons  and payments i n  excess 
o f  those requ i red  o f  t h e  employer under sec t i on  38-737 s h a l l  be p a i d  from 
monies o f  t h e  p o l i t i c a l  subdiv is ion.  

& E. On establ ishment o f  the  supplemental re t i r emen t  p lan  the  
governing body o f  the p o l i t i c a l  subdiv is ion sha l l  deduct member con t r i bu t i ons  
i n  t h e  same amounts and i n  t h e  same manner as provided i n  t h i s  a r t i c l e  f o r  
s t a t e  employees and sha l l  pay those cont r ibu t ions .  together w i t h  the  employer 
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cont r ibu t ions  f o r  the  p o l i t i c a l  subdiv is ion,  t o  ASRS f o r  depos i t  i n  the  ASRS 
depository. The governing body o f  t h e  p o l i t i c a l  subd iv i s ion  s h a l l  reimburse 
ASRS i n  a  s i m i l a r  manner f o r  i t s  p ro  r a t a  share o f  a d m i n i s t r a t i v e  costs 
a t t r i b u t a b l e  t o  coverage o f  employees o f  t h e  p o l i t i c a l  subd iv is ion .  

& F. I n  a d d i t i o n  t o  t h e  employer c o n t r i b u t i o n s  requ i red  under 
sec t i on  38-737, on establ ishment o f  t h e  supplemental re t i r emen t  p lan  the  
governing body o f  the  p o l i t i c a l  subd iv i s ion  s h a l l  pay t o  ASRS t h e  amounts. 
as determined by t h e  board, requ i red  t o  fund a d d i t i o n a l  costs o f  bene f i t s  
a t t r i b u t a b l e  t o  se rv i ce  f o r  the  p o l i t i c a l  subd iv i s ion  be fore  t h e  e f f e c t i v e  
date o f  the  supplemental re t i rement  p lan.  The board may au tho r i ze  payments 
t o  be made a t  such times as the  board requ i res  and i n  amounts t h a t  are l ess  
than t h e  amount requ i red  f o r  f u l l y  fund ing  t h e  a d d i t i o n a l  costs.  

Fr G. I f  t h e  supplemental re t i r emen t  p l a n  i s  au thor ized by a  
p o l i t i c a l  subd iv is ion ,  then on o r  a f t e r  the  e f f e c t i v e  date o f  the  
supplemental ret i rement  p lan  the governing body o f  t h e  p o l i t i c a l  subdiv is ion 
and the  board may s ign  an agreement t o  waive t h e  p rov i s ions  o f  subsection 6 
F o f  t h i s  sect ion and t o  author ize b e n e f i t s  under the  supplemental ret i rement 
plan on ly  f o r  serv ice  w i t h  the  p o l i t i c a l  subd iv is ion  a f t e r  t h e  e f f e c t i v e  date 
o f  t h e  supplemental re t i rement  p lan.  I n  l i e u  o f  wa iv ing  b e n e f i t s  f o r  a l l  
serv ice  before t h e  e f f e c t i v e  date o f  t h e  supplemental re t i r emen t  plan, t h e  
governing body o f  the  p o l i t i c a l  subd iv i s ion  may e l e c t  t o  waive b e n e f i t s  f o r  
a p o r t i o n  o f  t h a t  serv ice.  Amendments t o  t h e  agreement may increase bu t  
sha l l  no t  reduce the  serv ice f o r  which a  member i s  e n t i t l e d  t o  benef i ts .  The 
governing body o f  the  p o l i t i c a l  subd iv is ion  s h a l l  c e r t i f y  f o r  each member the  
years o f  serv ice  before t h e  e f f e c t i v e  date o f  t h e  supplemental re t i rement  
p lan f o r  which t h e  member i s  e n t i t l e d  t o  bene f i t s .  I n  a d d i t i o n  t o  t h e  
employer cont r ibu t ions  requi red i n  sec t ion  38-737, t h e  governing body o f  the  
p o l i t i c a l  subd iv i s ion  s h a l l  pay t o  ASRS t h e  amount, as determined by t h e  
board. requ i red  t o  fund t h e  cost  o f  t h e  b e n e f i t s  a t t r i b u t a b l e  t o  serv ice  
before the  e f f e c t i v e  date o f  the  supplemental re t i r emen t  p lan  f o r  which 
members are e n t i t l e d  t o  bene f i t s .  

& H. The new p o l i t i c a l  subd iv is ion  s h a l l  designate the  
c l a s s i f i c a t i o n  o f  employees t h a t  i s  e l i g i b l e  f o r  membership i n  ASRS and sha l l  
make c o n t r i b u t i o n s  each year as prov ided i n  t h i s  sec t i on .  

4k I. Before the e f f e c t i v e  date o f  membership and as a  cond i t i on  o f  
an employer's membership i n  ASRS, t h e  employer s h a l l  f o r m a l l y  terminate any 
e x i s t i n g  re t i rement  program adminis tered by t h e  board on beha l f  o f  t h e  
designated e l i g i b l e  employee group inc luded i n  ASRS and s h a l l  fo rmal ly  agree 
t h a t  no ret i rement  program. exc lus ive o f  ASRS and t h e  federa l  soc ia l  secu r i t y  
system, may t h e r e a f t e r  be es tab l ished on beha l f  o f  t h a t  group. 

k J. The board s h a l l  t r a n s f e r  a l l  assets under any e x i s t i n g  
ret i rement program administered by t h e  board, t o  t h e  ex ten t  a t t r i b u t a b l e  t o  
the employer's designated employee group. from t h a t  program t o  ASRS no l a t e r  
than s i x t y  days a f t e r  t h e  e f f e c t i v e  date o f  the  supplemental re t i rement  



p l a n .  The t r a n s f e r r e d  a s s e t s  s h a l l  be cons ide red  i n  d e t e r m i n i n g  any 
a d d i t i o n a l  payments p r e s c r i b e d  i n  subsect ions M F AND G o f  t h i s  s e c t i o n .  

k K. The l i a b i l i t y  o f  t h e  p o l i t i c a l  s u b d i v i s i o n  p r o v i d i n g  a  
supp lementa l  r e t i r e m e n t  p l a n  w i t h i n  ASRS a r i s e s  i n  c o n s i d e r a t i o n  o f  t h e  
o f f i c e r ' s  o r  employee's r e t e n t i o n  i n  o r  en t rance  i n t o  s e r v i c e  f o r  t h e  
p o l i t i c a l  s u b d i v i s i o n .  

Sec. 8. Sec t ion  38-742. Ar izona Revised S t a t u t e s .  i s  amended t o  read: 
38-742. R e i n s t a t e m e n t  
A.  !.:: : 

& A. I f  a- AN ACTIVE member who r e c e i v e d  a  r e t u r n  o f  c o n t r i b u t i o n s  
on t e r m i n a t i o n  o f  employment and by r e c e i p t  o f  t hose  c o n t r i b u t i o n s  f o r f e i t e d  
c r e d i t e d  s e r v i c e  earned on t h a t  employment. as p r o v i d e d  i n  s e c t i o n  38-740. 
subsec t ion  A, i s  subsequent ly  reemployed by an employer. t h e  member's s e r v i c e  
s h a l l  be c r e d i t e d  o n l y  f r o m  t h e  d a t e  t h e  member's most r e c e n t  reemployment 
p e r i o d  commenced. 

% 8. N o t w i t h s t a n d i n g  subsec t ion  €-A o f  t h i s  sec t ion ,  

A -  - 4 ,." u ,. t h e  member 
s4m-W MAY r e d e p o s i t  t h e  amount o f  t h e  member's accumulated c o n t r i b u t i o n s  a t  
t h e  t i m e  o f  t h e  member's s e p a r a t i o n  f r o m  s e r v i c e .  w i t h  i n t e r e s t  on t h a t  
amount t o  t h e  da te  o f  r e d e p o s i t  a t  t h e  i n t e r e s t  r a t e  assumpt ion approved by  
t h e  board f o r  a c t u a r i a l  equ iva lency .  On s a t i s f a c t i o n  o f  t h i s  o b l i g a t i o n .  t h e  
member's s e r v i c e  c r e d i t s  a c q u i r e d  by t h e  p r e v i o u s  employment s h a l l  be 
r e i n s t a t e d .  

Sec. 9. Sec t ion  38-743. Ar izona Revised S t a t u t e s .  i s  amended t o  read: 
38-743. Out o f  s t a t e  s e r v i c e  c r e d i t  
A. : z e b e - l -  . . 

An a c t i v e  member o f  ASRS7 
who p r e v i o u s l y  was a member o f  a- ANOTHER p u b l i c  employee r e t i r e m e n t  system .- - 

U "  . . may 
r e c e i v e  c r e d i t e d  s e r v i c e  f o r  t h i s  p r i o r  employment i f  t h e  
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. . 3 MEMBER pays i n t o  ASRS t h e  
amount p r e s c r i b e d  i n  s u b s e c t i o n  B. 

B. A  3 . . MEMBER who e l e c t s  
t o  r e c e i v e  c r e d i t  f o r  s e r v i c e  WITH ANOTHER PUBLIC EMPLOYEE 
RETIREMENT SYSTEM s h a l l  pay t o  ASRS t h e  amount equa l  t o  t h e  

Mthe. s f  "4 p tf '̂ "ĵ 'LeP^̂ ;"-l 
V PRODUCT OF THE MEMBER'S CURRENT ANNUAL COMPENSATION TIMES THE 
NORMAL COST RATE FOR ASRS FOR THE FISCAL YEAR DURING WHICH THE PURCHASE OF 
CREDITED SERVICE I S  BEING MADE TIMES THE YEARS OR PARTIAL YEARS OF CREDITED 
SERVICE BEING PURCHASED. 

C. A e - . ^ * , , W  
. . 

M r + L p , , l r ^ , , , . . . . , ; . . , l . ; c . .  member o f  ASRS. who 
p r e v i o u s l y  was a  member o f  a- ANOTHER p u b l i c  employee r e t i r e m e n t  system =h+ -- . +- "., " U L  . . 4 and who 

r e c e i v e s  o r  i s  e l i g i b l e  t o  r e c e i v e  r e t i r e m e n t  b e n e f i t s  f r o m  t h a t  system f o r  
any p e r i o d  o f  employment i s  i n e l i g i b l e  t o  r e c e i v e  r e t i r e m e n t  b e n e f i t s  f rom 
ASRS f o r  t h e  same p e r i o d .  

Sec. 10. Sec t ion  38-744. A r i zona  Revised S t a t u t e s .  i s  amended t o  read: 
38-744. Leave o f  absence: c r e d i t  f o r  l e a v e  w i t h o u t  oav 
A. Any a c t i v e  member o f  ASRS who i s  o f f i c i a l l y  g r a n t e d  a  l e a v e  o f  

absence f r o m  employment w i t h o u t  pay AND WHO RETURNS TO EMPLOYMENT WITH THE 
SAME EMPLOYER. UNLESS EMPLOYMENT COULD NOT BE RESUMED BECAUSE OF DISABILITY 
OR NONAVAILABILITY OF A POSITION, may e l e c t  t o  be c r e d i t e d  w i t h  s e r v i c e  f o r  
r e t i r e m e n t  purposes f o r  n o t  more t h a n  one y e a r  o f  t h e  l e a v e  by p a y i n g  t o  ASRS 
t h e  amounts as p r o v i d e d  i n  s u b s e c t i o n  0 ,  i f  t h e  member has n o t  w i thd rawn 
c o n t r i b u t i o n s  f rom ASRS and t h e  member's employer has c e r t i f i e d  t h a t  t h e  
l e a v e  o f  absence b e n e f i t s  o r  i s  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  employer. 

B. An a c t i v e  member o f  ASRS who e l e c t s  t o  be c r e d i t e d  w i t h  a  l e a v e  
p e r i o d  as p rov ided  i n  subsec t ion  A  s h a l l  pay t o  ASRS. - u n l e s s  7 

AN amount equal  t o  t h e  employer and member c o n t r i b u t i o n s  
f o r  t h e  l e a v e  p e r i o d  t o g e t h e r  w i t h  i n t e r e s t  a t  t h e  i n t e r e s t  r a t e  assumpt ion 
approved by t h e  board f o r  a c t u a r i a l  equ iva lency,  based on t h e  s a l a r y  r e c e i v e d  
by t h e  member b e f o r e  t h e  l e a v e  o f  absence began. 

C. For t h e  purposes o f  s u b s e c t i o n  A. each employer s h a l l  adopt  r u l e s  
e s t a b l i s h i n g  g u i d e l i n e s  f o r  a  l e a v e  o f  absence t h a t  b e n e f i t s  o r  i s  i n  t h e  
b e s t  i n t e r e s t s  o f  t h e  employer.  

Sec. 11. Sec t ion  38-745, A r i zona  Revised S t a t u t e s .  i s  amended t o  read:  
38-745. C r e d i t  f o r  m i l i t a r v  s e r v i c e  
A. An a c t i v e  member o f  ASRS may r e c e i v e  c r e d i t e d  s e r v i c e  f o r  a c t i v e  

m i l i t a r y  s e r v i c e  i f :  
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1. The member was honorab ly  separa ted  f rom t h e  m i l i t a r y  s e r v i c e .  
2. Tk: pe&d-& ,,.,::: . . 

3r 2. The p e r i o d  o f  m i l i t a r y  s e r v i c e  f o r  which t h e  p a r t i c i p a n t  
rece ives  c r e d i t e d  s e r v i c e  i s  n o t  on account w i t h  any o t h e r  re t i rement  system. 

B. Except as p rov ided  i n  s u b s e c t i o n  C. t h e  c o s t  t o  purchase m i l i t a r y  
s e r v i c e  c r e d i t  i s  AN amount equal  

TO THE PRODUCT OF THE MEMBER'S CURRENT ANNUAL COMPENSATION TIMES THE NORMAL 
COST RATE FOR ASRS FOR THE FISCAL YEAR DURING WHICH THE PURCHASE OF CREDITED 
SERVICE I S  BEING MADE TIMES THE YEARS OR PARTIAL YEARS OF CREDITED SERVICE 
BEING PURCHASED. 

C .  Fo r  a  p e r i o d  o f  t i m e  o f  a c t i v e  m i l i t a r y  s e r v i c e  b u t  f o r  n o t  more 
t h a n  f o r t y - e i g h t  months. an employer s h a l l  make employer c o n t r i b u t i o n s  and 
member c o n t r i b u t i o n s  f o r  a  person who was an a c t i v e  member o f  ASRS on t h e  day 
b e f o r e  t h e  member began a c t i v e  m i l i t a r y  se rv i ce ,  who s a t i s f i e s  t h e  
r e q u i r e m e n t s  o f  s u b s e c t i o n  A, paragraph 3- 2 and who meets t h e  f o l l o w i n g  
r e q u i  rements: 

1. I s  a  member o f  t h e  Ar i zona  n a t i o n a l  guard o r  i s  a member o f  t h e  
reserves  o f  any m i l i t a r y  e s t a b l i s h m e n t  o f  t h e  U n i t e d  S ta tes .  

2 .  Vo lun teers  o r  i s  o rdered  i n t o  a c t i v e  m i l i t a r y  s e r v i c e  o f  t h e  U n i t e d  
S t a t e s  as p a r t  o f  a p r e s i d e n t i a l  c a l l - u p .  

3. I s  honorab ly  separated f rom a c t i v e  m i l i t a r y  s e r v i c e  and r e t u r n s  t o  
employment f o r  t h e  same employer f r o m  wh ich  t h e  member l e f t  f o r  a c t i v e  
m i l i t a r y  s e r v i c e  w i t h i n  n i n e t y  days a f t e r  t h e  da te  a c t i v e  m i l i t a r y  s e r v i c e  
i s  t e r m i n a t e d .  i s  h o s p i t a l i z e d  as a  r e s u l t  o f  m i l i t a r y  s e r v i c e  and r e t u r n s  
t o  employment f o r  t h e  same employer f r o m  w h i c h  t h e  member l e f t  f o r  a c t i v e  
m i l i t a r y  s e r v i c e  w i t h i n  n i n e t y  days a f t e r  r e l e a s e  f r o m  s e r v i c e  r e l a t e d  
h o s p i t a l i z a t i o n  o r  d i e s  as a  r e s u l t  o f  t h e  m i l i t a r y  s e r v i c e .  

D. C o n t r i b u t i o n s  made pursuant  t o  subsec t ion  C  s h a l l  be f o r  t h e  p e r i o d  
o f  t i m e  b e g i n n i n g  on t h e  d a t e  t h e  member began a c t i v e  m i l i t a r y  s e r v i c e  and 
end ing on one o f  t h e  f o l l o w i n g  dates:  

1. The d a t e  t h e  member i s  separated f r o m  a c t i v e  m i l i t a r y  s e r v i c e .  
2. The d a t e  t h e  member i s  r e l e a s e d  f rom s e r v i c e  r e l a t e d  

h o s p i t a l i z a t i o n  o r  one y e a r  a f t e r  i n i t i a t i o n  o f  s e r v i c e  r e l a t e d  
h o s p i t a l i z a t i o n ,  whichever  d a t e  i s  e a r l i e r .  

3. The d a t e  t h e  member d i e s  as a  r e s u l t  o f  a c t i v e  m i l i t a r y  s e r v i c e .  
E. No tw i ths tand ing  any o t h e r  law. on payment o f  t h e  c o n t r i b u t i o n s  made 

p u r s u a n t  t o  s u b s e c t i o n  C. t h e  member s h a l l  be c r e d i t e d  w i t h  s e r v i c e  f o r  
r e t i r e m e n t  purposes f o r  t h e  p e r i o d  o f  t i m e  o f  a c t i v e  m i l i t a r y  s e r v i c e  o f  n o t  
more t h a n  f o r t y - e i g h t  months. 

F. The employer s h a l l  make c o n t r i b u t i o n s  pursuant  t o  subsec t ion  C 
based on t h e  s a l a r y  b e i n g  r e c e i v e d  by t h e  member immediate ly  b e f o r e  t h e  
member vo lun teered  o r  was ordered i n t o  a c t i v e  m i l i t a r y  s e r v i c e  i n  a  lump sum 
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and without penalty when the member returns t o  employment or on receipt  of 
the member's death cer t i f icate .  If a member suffers a service related death. 
the employer shall  make the  employer and member contributions up t o  arld 
including the date of the member's death. Death benefits shal9 be calculated 
as prescribed by law. 

G. In computing the length of to ta l  credited service of a member for  
the purpose of determining retirement benefits or e l i g i b i l i t y .  the period of 
mili tary service.  as prescribed by t h i s  section,  shal l  be included. 

H .  An applicant shall submit a copy of p . . 
. . 

the mili tary service  record (DD-214) or 
i t s  equivalent w i t h  the application when applying for  mil i tary service 
c r e d i t c  .,.,?:&wy . . 

CBB 2::: ef it; -q+aJrw&. 
I .  Notwithstanding any other law. the member i s  n o t  required t o  

reimburse the member's employer or ASRS f o r  any  contribution made pursuant 
t o  subsection C.  

Sec. 12.  Section 38-746. Arizona Revised Statutes. i s  amended t o  read: 
38-746. w e n s a t i o n  1 i m i t a t m  adius- 
A.  €k%e++w EXCEPT AS PROVIDED IN SUBSECTION E .  B E G I N N I N G  ON July 1. 

3489 1996, the annual compensation of each employee taken into account under 
ASRS for  any f iscal  year or for any other specified twelve consecutive month 
period shal l  not exceed bfe ONE hundred FIFTY thousand dol lars .  

B. If compensation under ASRS i s  determined on a period of time t h a t  
contains fewer t h a n  twelve calendar months. the compensation l imi t  fo r  t h a t  
period of time i s  equal t o  the dol lar  l imi t  fo r  the  calendar year d u r i n g  
which the period of time begins, multiplied by the f ract ion in  which the 
numerator i s  the number of fu l l  months in t h a t  period of time and  the 
denominator i s  twelve. 

C .  The annual compensation l imi t  prescribed in  t h i s  section also 
applies t o  the combined compensation of a member who i s  a member of the group 
of ten highly compensated employees, as defined in  section 414(q) of the 
internal  revenue code, a n d  who i s  paid the highest compensation during the 
f i s ca l  year and any family member of the member who i s  e i t he r  the  member's 
spouse or  the member's lineal descendant and  who has not at tained the age of 
nineteen before the close of the f i sca l  year. IF THE MAXIMUM CDMPENSATION 
IS  ADJUSTED PURSUANT TO SUBSECTION D .  THE ADJUSTED LIMITATION SHALL B E  
PRORATED AMONG THE AFFECTED MEMBERS' COMPENSATION DETERMINED PURSUANT TO THIS 
SECTION BEFORE APPLICATION OF THE ADJUSTED LIMITATION TO THE OTHER PROVISIONS 
O F  THIS A R T I C L E .  

D .  The board shall  adjust the maximum compensation under subsection 
A a t  the same time and  i n  the same manner as adjusted by the United States 
secretary of the treasury under section 4-l-5kH 401(a)(17)(B) of the internal 
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revenue code. 7 t::'; 

E. THE DOLLAR L I M I T A T I O N  PRESCRIBED I N  SUBSECTION A DOES NOT APPLY TO 
AN E L I G I B L E  MEMBER TO THE EXTENT THAT THE ANNUAL COMPENSATION OF AN E L I G I B L E  
MEMBER TAKEN INTO ACCOUNT BY ASRS FOR ANY F I S C A L  YEAR OR FOR ANY OTHER 
SPECIF IED  TWELVE CONSECUTIVE MONTH PERIOD WOULD BE REDUCED BELOW TWO HUNDRED 
T H I R T Y - F I V E  THOUSAND EIGHT HUNDRED FORTY DOLLARS. T H I S  WAS THE AMOUNT 
ALLOWED TO BE TAKEN INTO ACCOUNT BY ASRS AS OF JULY 1. 1 9 9 3 .  THE BOARD SHALL 
ADJUST T H I S  AMOUNT AS OF THE EFFECTIVE DATE OF THE INCREASE PRESCRIBED BY THE 
UNITED STATES SECRETARY OF THE TREASURY. FOR THE PURPOSES OF T H I S  
SUBSECTION. ' E L I G I B L E  MEMBER" MEANS A PERSON WHO F I R S T  BECAME A MEMBER OF 
ASRS BEFORE JULY 1. 1 9 9 6 .  

Sec. 1 3 .  Section 3 8 - 7 4 7 .  Arizona Revised Statutes.  i s  amended to read: 
3 8 - 7 4 7 .  purchase of credited service: oavment: de f in i t i on  
A. A member who purchases credited service pursuant t o  section 3 8 - 7 4 2 .  

3 8 - 7 4 3 .  3 8 - 7 4 4 ,  3 8 - 7 4 5  or W 3 8 - 9 2 2  shall make payments t o  
ASRS. 

B. In any one limitation year, THE ANNUAL ADDITIONS CREDITED 
TO ASRS FOR OR ON BEHALF OF A MEMBER WHO PURCHASES CREDITED SERVICE UNDER THE 
SECTIONS PRESCRIBED I N  SUBSECTION A OF T H I S  SECTION sha l l  not exceed the  
lesser of e i ther :  . . 

1. Thirty thousand do l la r s  or 1 

..*;̂ *̂ ..̂ ,.., A LARGER AMOUNT THAT 
I S  PRESCRIBED BY THE BOARD AND THAT I S  DUE TO ANY COST OF L I V I N G  ADJUSTMENT 
ANNOUNCED BY THE UNITED STATES SECRETARY OF THE TREASURY PURSUANT TO SECTION 
4 1 5 ( d )  OF THE INTERNAL REVENUE CODE. THE BOARD SHALL INCREASE THE AMOUNT 
PRESCRIBED BY T H I S  PARAGRAPH AS OF THE EFFECTIVE DATE OF THE INCREASE 
ANNOUNCED BY THE UNITED STATES SECRETARY OF THE TREASURY. 

2 .  Twenty-five per cent o f  the member's compensation for  the  
l imitation year. 

C. A MEMBER'S CONTRIBUTIONS UNDER T H I S  SECTION ARE TREATED AS BEING 
MADE TO A SEPARATE DEFINED CONTRIBUTION PLAN. I f  t he  member's payments &we 
+e-A-s% under t h i s  section exceed the  l imits  prescribed i n  subsection B of 
th i s  section when taking into account other member and employer contributions 
t o  ASRS on behalf of the  member for  the l imita t ion year. the  amount t o  be 
p a i d  by the member shall  be reduced t o  not exceed the  l im i t s  prescribed i n  
subsection B of t h i s  section and the  +=&wed REMAINING amount shall  be 
carried forward t o  the  next l imita t ion year, unless the l im i t s  a re  exceeded 
i n  the  next l imita t ion year. I f  the l imi t s  a re  exceeded in the next 
l imitation year,  the  procedure prescribed by t h i s  subsection shall  be 
repeated unti l  a l l  payments have been made. 
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D. I F .  AFTER THE APPL ICAT ION OF SUBSECTION C OF T H I S  SECTION. THE 
ANNUAL ADDITIONS ON BEHALF OF A MEMBER EXCEED THE L I M I T A T I O N S  PRESCRIBED I N  
SUBSECTION B OF T H I S  SECTION. ASRS SHALL DISPOSE OF EXCESS AMOUNTS BY EITHER 
OF THE FOLLOWING: 

1. RETURNING TO THE MEMBER ANY CONTRIBUTIONS THAT ARE MADE BY THE 
MEMBER AND THAT ARE NONDEDUCTIBLE UNDER THE INTERNAL REVENUE CODE. 

2. HOLDING THE AMOUNTS I N  A SUSPENSE ACCOUNT ESTABLISHED PURSUANT TO 
SUBSECTION F OF T H I S  SECTION AND ALLOCATING THE AMOUNTS AS E ITHER MEMBER OR 
EMPLOYER CONTRIBUTIONS FOR THE BENEFIT  OF THE MEMBER I N  THE NEXT L I M I T A T I O N  
YEAR AND BEFORE ANY FURTHER MEMBER OR EMPLOYER CONTRIBUTIONS ARE MADE THAT 
WOULD CONSTITUTE ANNUAL AODITIONS MADE TO A DEFINED CONTRIBUTION PLAN 
PURSUANT TO SECTION 4 1 5  OF THE INTERNAL REVENUE CODE. ASRS SHALL  ALLOCATE 
CONTRIBUTIONS AS PRESCRIBED I N  T H I S  SECTION. AN0 THE AMOUNT ALLOCATED SHALL 
REDUCE THE AMOUNT OF THE MEMBER OR EMPLOYER CONTRIBUTIONS FOR THE L I M I T A T I O N  
YEAR I N  WHICH THE ALLOCATION I S  MADE. 

E. THE BOARD MAY ACCEPT MEMBER CONTRIBUTIONS FOR THE PAYMENT FOR 
CREDITED SERVICE PURCHASES PURSUANT TO SECTIONS 3 8 - 7 4 2 ,  3 8 - 7 4 3 .  3 8 - 7 4 4 .  
3 8 - 7 4 5  OR 3 8 - 9 2 2 ,  I N  WHOLE OR I N  PART. BY EITHER OR BOTH OF THE FOLLOWING 
METHODS: 

1. ACCEPTING E L I G I B L E  ROLLOVER D ISTRIBUT IONS FROM ONE OR MORE 
Q U A L I F I E D  RETIREMENT PROGRAMS. SUBJECT TO THE L I M I T A T I O N S  PRESCRIBED I N  
SECTION 4 0 2 ( c )  OF THE INTERNAL REVENUE CODE. 

2. PROVIDING BY RULE THAT THE CONTRIBUTIONS MAY BE MADE I N  INSTALLMENT 
PAYMENTS OVER A PERIOD OF T IME.  EXCEPT THAT ASRS SHALL NOT GRANT CREDITED 
SERVICE FOR CONTRIBUTIONS THAT HAVE NOT BEEN RECEIVED BY ASRS. 

F. ASRS SHALL ESTABLISH A SUSPENSE ACCOUNT THAT CONFORMS WITH 2 6  CODE 
OF FEDERAL REGULATIONS SECTION 1 . 4 1 5 - 6 ( b ) ( 6 1  REGARDING EXCESS ANNUAL 
AODITIONS. 

BT G. I f  the member retires before all payments are made pursuant to 
th is  section. ASRS shall calculate the member's benefits based only on the 
payments actually made. 

& H. On satisfaction of the requirements of this section. ASRS shall 
adjust the member's credited service history and add any additional service 
credits acquired. 

I. ANNUAL ADDIT IONS ON BEHALF OF A MEMBER I N  ANY L I M I T A T I O N  YEAR SHALL 
BE THE SUM OF: 

1. THE AMOUNT OF THE MEMBER CONTRIBUTIONS MADE TO ASRS TO PURCHASE 
CREDITED SERVICE PURSUANT TO SECTION 3 8 - 7 4 2 .  3 8 - 7 4 3 .  3 8 - 7 4 4 .  3 8 - 7 4 5  OR 
3 8 - 9 2 2 .  

2.  ANY MEMBER OR EMPLOYER CONTRIBUTIONS MADE TO ASRS OR ANY OTHER PLAN 
THAT ARE TREATED AS BEING MADE TO A DEFINED CONTRIBUTION PLAN MAINTAINED BY 
AN EMPLOYER OF THE MEMBER. 

3 .  ANY FORFEITURES. INCLUDING ANY INCOME ATTRIBUTABLE TO FORFEITURES. 
ALLOCATED FOR OR ON BEHALF OF A MEMBER OF ASRS OR ANY OTHER PLAN THAT ARE 
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TREATED AS BEING ALLOCATED UNDER A DEFINED CONTRIBUTION PLAN MAINTAINED BY 
AN EMPLOYER OF THE MEMBER. 

J. SUBSECTION I OF THIS SECTION SHALL BE CONSTRUED AND INTERPRETED I N  
ACCORDANCE WITH 26 CODE OF FEOERAL REGULATIONS SECTION 1.415-6 TO THE EXTENT 
THAT SECTION I S  APPLICABLE. 

& K. For t h e  purposes o f  t h i s  s e c t i o n :  . tk; €wiw 
1. " L i m i t a t i o n  year", "DEFINED CONTRIBUTION PLAN" and "compensat ion" 

have t h e  same meaning p r e s c r i b e d  i n  s e c t i o n  38-769. 
2. I N  DETERMINING THE ANNUAL ADDITIONS CREDITED TO A  MEMBER OF ASRS. 

"ANNUAL ADDITIONS" HAS THE SAME MEANING PRESCRIBED I N  26 CODE OF FEOERAL 
REGULATIONS SECTION 1.415-6(b).  

Sec. 14. Sec t ion  38-762. A r i zona  Revised S t a t u t e s .  i s  amended t o  read:  
38-762. S u r v i v o r  b e n e f i t s  b e f o r e  r e t i r e m e n t :  d e f i n i t i o n  
A. On t h e  t e r m i n a t i o n  o f  employment by  dea th  o f  any a c t i v e  o r  i n a c t i v e  

member b e f o r e  r e t i r e m e n t .  t h e  d e s i g n a t e d  b e n e f i c i a r y  o f  t h e  member s h a l l  be 
p a i d  a s u r v i v o r  b e n e f i t  equal  t o  t h e  sum o f  b o t h  o f  t h e  f o l l o w i n g :  

1. Two t imes  t h e  member's c o n t r i b u t i o n  t o  A-WS THE DEFINED BENEFIT 
PLAN ESTABLISHED BY THIS ARTICLE. 

2. The amount o f  t h e  member's employee account  and t h e  member's 
employer account t o g e t h e r  w i t h  supplemental  c r e d i t s ,  i f  any. t r a n s f e r r e d  f r o m  
t h e  d e f i n e d  c o n t r i b u t i o n  program admin is te red  by  ASRS t o  t h e  d e f i n e d  b e n e f i t  
program e s t a b l i s h e d  by t h i s  a r t i c l e .  

8. SUBSECTION A. paragraphs 1 and 2  s h a l l  be 
accumulated a t  compound i n t e r e s t  a t  t h e  v a l u a t i o n  r a t e  e s t a b l i s h e d  by  t h e  
board  t o  t h e  f i r s t  day o f  t h e  month n e x t  p r e c e d i n g  t h e  d a t e  o f  dea th .  

B-; C. I n  l i e u  o f  a  s i n g l e  payment, a  d e s i g n a t e d  b e n e f i c i a r y  who i s  
e l i g i b l e  f o r  a  s u r v i v o r  b e n e f i t  pu rsuan t  t o  s u b s e c t i o n  A o f  more t h a n  f i v e  
thousand d o l l a r s  may e l e c t  t o  r e c e i v e  t h e  a c t u a r i a l  e q u i v a l e n t  o f  t h e  
s u r v i v o r  b e n e f i t  pursuant  t o  one o f  t h e  f o l l o w i n g  o p t i o n s :  

1. A mon th ly  income f o r  f i v e ,  t e n  o r  f i f t e e n  years  c e r t a i n  and f o r  
l i f e  t h e r e a f t e r .  

2. Another fo rm o f  o p t i o n a l  b e n e f i t s  approved by t h e  board.  
& D. On t h e  death  o f  an a c t i v e  o r  i n a c t i v e  member who has reached 

an e a r l y  r e t i r e m e n t  d a t e  a p p l i c a b l e  t o  t h e  member o r  who has a  minimum o f  
f i f t e e n  years  o f  c r e d i t e d  s e r v i c e  and whose d e s i g n a t e d  b e n e f i c i a r y  i s  a  
spouse. c h i l d  under t h e  age o f  twenty-one o r  handicapped c h i l d  age twenty-one 
o r  o l d e r ,  i n c l u d i n g  a  l e g a l l y  adopted c h i l d  o r  a  s t e p c h i l d ,  ASRS s h a l l  pay 
t h e  des ignated b e n e f i c i a r y  a  s u r v i v o r  b e n e f i t  equal  t o  t h e  p r e s e n t  va lue ,  on 
t h e  d a t e  f o l l o w i n g  t h e  da te  o f  t h e  member's death .  o f  t h e  l i f e  a n n u i t y  t h a t  
wou ld  have been payab le  t o  t h e  d e s i g n a t e d  b e n e f i c i a r y  i f  t h e  member had 
r e t i r e d  on t h e  da te  o f  t h e  member's dea th  and e l e c t e d  t o  r e c e i v e  an a n n u i t y  
i n  t h e  form o f  a j o i n t  and s u r v i v o r  a n n u i t y  p r o v i d i n g  t h e  same amount o f  
a n n u i t y  t o  t h e  s u r v i v i n g  b e n e f i c i a r y  as t h e  reduced amount t h a t  would  have 
been payab le  d u r i n g  t h e  l i f e t i m e  o f  t h e  member. I f  t h e r e  i s  more t h a n  one 



S.B. 1305 

designated bene f i c i a ry  under t h i s  subsection. ASRS sha l l  determine the  amount 
o f  t h e  annu i ty  and i t s  present value as i f  the  o ldes t  o f  the  b e n e f i c i a r i e s  
was t h e  sole bene f i c i a ry .  Payment under t h i s  subsection sha l l  be i n  l i e u  o f .  
but  n o t  l ess  than. any payment under subsect ion A. Payment under t h i s  
subsection, a t  t h e  e l e c t i o n  o f  t h e  designated benef ic ia ry .  may be made i n  a 
s i ng le  sum o r  may be made i n  accordance w i t h  subsection 8- C. A bene f i c i a ry  
may no t  e l e c t  t h i s  op t ion  unless a  b e n e f i t  o f  twenty - f i ve  d o l l a r s  o r  more per 
month i s  payable t o  t h e  designated bene f i c i a ry  o r  the  designated 
b e n e f i c i a r y ' s  es ta te .  

& E. I f  a  member d ies  before d i s t r i b u t i o n  o f  the  member's b e n e f i t s  
commences, t h e  member's e n t i r e  b e n e f i t s  s h a l l  be d i s t r i b u t e d  no l a t e r  than 
f i v e  years a f t e r  t h e  member's death. except t o  t h e  ex ten t  t h a t ,  i f  any 
p o r t i o n  o f  t h e  member's i n t e r e s t  i s  payable t o  a designated bene f i c i a ry .  
d i s t r i b u t i o n s  may be made i n  s u b s t a n t i a l l y  equal i ns ta l lmen ts  over t h e  l i f e  
expectancy o f  t h e  designated b e n e f i c i a r y  o r  over a per iod  no t  extending 
beyond t h e  l i f e  expectancy o f  the  b e n e f i c i a r y  commencing no l a t e r  than one 
year a f t e r  t h e  member's death. 

& F. I f  a  deceased member d i d  n o t  designate a bene f i c i a ry ,  t h e  
board, i n  i t s  s o l e  d i sc re t i on ,  may d i r e c t  payment t o  the member's es ta te  o r  
t o  another person o r  persons the  board determines t o  be l a w f u l l y  e n t i t l e d  t o  
receive payment. 

& G. Any payment pursuant t o  t h i s  sec t ion  i s  payment f o r  the account 
o f  the  member o r  t h e  member's bene f i c i a ry  and a l l  persons e n t i t l e d  t o  payment 
and. t o  t h e  e x t e n t  o f  t h e  payment. i s  a  f u l l  and complete discharge o f  a l l  
l i a b i l i t y  o f  t h e  board o r  ASRS. o r  both. under o r  i n  connection w i t h  ASRS. 

6T H. For purposes o f  t h i s  sec t ion .  "designated bene f i c i a ry "  means 
any i n d i v i d u a l  designated by the  member as t h e  member's benef ic ia ry .  

Sec. 15. Sect ion 38-764. Arizona Revised Statutes. i s  amended t o  read: 
38-764. Commencement o f  re t i rement :  Davment o f  re t i r emen t  

b e n e f i t s :  lumo sum Davmentz 
A. RETIREMENT I S  DEEMED TO COMMENCE ON A DATE ELECTED BY THE MEMBER. 

THAT OATE SHALL NOT BE EARLIER THAN THE DAY FOLLOWING THE OATE OF TERMINATION 
OF EMPLOYMENT OR THE DATE ASRS RECEIVES THE MEMBER'S COMPLETED RETIREMENT 
APPLICATION. 

Ar B. Except as provided i n  subsect ion 8- C, a l l  re t i rement  benef i ts :  
1. Are normal ly  payable i n  monthly i ns ta l lmen ts  ewm&+g BEGINNING 

on the  COMMENCEMENT OF RETIREMENT AS PRESCRIBED I N  SUBSECTION A. 
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2. Continue t o  a n d  include the f i r s t  day of the  month in  which death 
occurs or  continue until the date of t he i r  cessation in accordance with any 
optional method of payment t ha t  may have been elected.  

k C .  In the case of incapacity of a re t i red  member o r  contingent 
annuitant. or in the case of any other emergency, as determined by the board, 
the  board may make the  payment t o  or on behalf of the  r e t i r ed  member or 
contingent annuitant or t o  another person or persons the board determines t o  
be lawfully en t i t l ed  t o  receive payment. The payment i s  payment fo r  the 
account of the  re t i red member or contingent annuitant and a l l  persons 
en t i t l ed  t o  payment and .  t o  the extent of the payment. i s  a f u l l  and complete 
discharge of a l l  l i a b i l i t y  of the  board or ASRS, or both, under or in 
connection w i t h  ASRS. 

f% D. Except as provided i n  subsection B- E ,  a t  the  request of a 
re t i red member. a re t i red member's guardian or a court appointed conservator. 
the board may pay any increase i n  retirement benefits  or  the en t i r e  
retirement benefit in a lump sum payment based on the actuarial  present value 
of the benefit or the increase in the benefit i f  the  payment of the benefits 
would resu l t  in i n e l i g i b i l i t y ,  reduction or elimination of social service 
programs provided to  the member by t h i s  s t a t e ,  i t s  pol i t ical  subdivisions or 
the  federal government. 

& E .  The board may pay the en t i r e  retirement benefit  in  a lump sum 
pursuant t o  subsection & D only i f  continued membership in ASRS will result  
in additional requests fo r  l u m p  sum payments based on cost  of l iving 
adjustments or the establishment of minimum benefit  awards. 

k F. I f  any benefit tha t  i s  payable as a se r ies  of periodic payments 
amounts t o  l e s s  t h a n  twenty dol lars  per month. the  board, in  i t s  sole 
discret ion a n d  based on uniform rules i t  es tabl ishes ,  may order the  amount 
t o  be paid quarterly,  semiannually, annually or in  a lump sum. 

ik G.  A l l  distr ibutions of retirement benefits  t o  a member shall  be 
dis t r ibuted e i ther :  

1. Over a period n o t  exceeding the l i f e  of the  member or  over the 
l ives  of the member and the member's contingent annuitant. 

2. Over a period not extending beyond the l i f e  expectancy of the 
member or the  l i f e  expectancy of the  member and the  member's contingent 
annuitant. 

& H .  Notwithstanding any other provision of t h i s  a r t i c l e ,  a l l  
d is t r ibut ions  under t h i s  a r t i c l e  shall  be made i n  accordance w i t h  the 
distr ibution requirements of section 401(a)(9) of the  internal revenue code. 

Sec. 16. Section 38-768. Arizona Revised Statutes .  i s  amended to  read: 
38-768. Minimum retirement benef i t  
A.  Notwithstanding any  other provision of t h i s  a r t i c l e ,  a re t i red 

member or beneficiary who i s  en t i t l ed  t o  a benefit under t h i s  a r t i c l e  shall 
receive a t  l e a s t  a minimum monthly benefit  t ha t  i s  computed pursuant t o  
subsection B of t h i s  section i f  the re t i red member or beneficiary i s  a t  leas t  



seventy - f i ve  years o f  age and i f  the  r e t i r e d  member o r  bene f i c i a ry  i s  any o f  
t h e  fo l l ow ing :  

1. Ret i red  from ASRS w i t h  a t  l e a s t  twenty years o f  c r e d i t e d  serv ice .  
2 .  A b e n e f i c i a r y  o f  ASRS who i s  rece i v ing  b e n e f i t s  der ived from a 

r e t i r e d  member who had a t  l e a s t  twenty years o f  c r e d i t e d  serv ice.  
3. A member w i t h  a t  l e a s t  twenty years o f  serv ice  who i r revocab ly  

revokes t h e  r e c e i p t  o f  b e n e f i t s  determined on the basis  o f  membership i n  the  
de f ined c o n t r i b u t i o n  program administered by ASRS and who e l e c t s  t o  rece ive  
b e n e f i t s  under t h i s  a r t i c l e .  

4. A b e n e f i c i a r y  who i s  rece i v ing  bene f i t s  der ived from a r e t i r e d  
member who had a t  l e a s t  twenty years o f  serv ice .  who i r revocab ly  revoked the 
r e c e i p t  o f  b e n e f i t s  determined on the  bas i s  o f  membership i n  t h e  de f ined 
c o n t r i b u t i o n  program administered by ASRS and who e lected t o  receive bene f i t s  
under t h i s  a r t i c l e .  

0. The minimum monthly b e n e f i t  prov ided by subsect ion A o f  t h i s  
sec t i on :  

1. For r e t i r e d  members i s  s i x  hundred do l l a rs .  
2 .  For bene f i c i a r i es  i s  the  amount determined by paragraph 1 o f  t h i s  

subsect ion and reduced i n  accordance w i t h  t h e  op t i on  chosen by m u l t i p l y i n g  
t h e  amount determined by paragraph 1 o f  t h i s  subsect ion by the  a c t u a r i a l  
f i g u r e  f o r  the  op t i on  chosen and by t h e  percentage o f  t h e  op t i on  chosen. 

C. I f  the minimum monthly b e n e f i t  pursuant t o  subsections A and B of 
t h i s  sec t i on  i s  more than t h e  r e t i r e d  member's o r  b e n e f i c i a r y ' s  cu r ren t  
monthly bene f i t ,  t h e  r e t i r e d  member o r  b e n e f i c i a r y  i s  e l i g i b l e  t o  rece ive  a 
month ly  b e n e f i t  equal t o  t h e  minimum b e n e f i t .  I f  t h e  r e t i r e d  member's o r  
bene f i c i a ry ' s  cur ren t  monthly b e n e f i t  i s  more than t h e  minimum benef i t .  the  
r e t i r e d  member's o r  b e n e f i c i a r y ' s  b e n e f i t  remains t h e  same. 

D. A member who receives a  lump sum payment pursuant t o  sec t ion  
38-764, subsect ion %- D i s  n o t  e l i g i b l e  f o r  a minimum b e n e f i t  as provided by 
t h i s  sec t i on .  

Sec. 17. Sect ion 38-769, Arizona Revised Statutes. i s  amended t o  read: 
38-769. Maximum re t i r emen t  b e n e f i t s :  terminat ion:  d e f i n i t i o n $  
A. Notwithstanding any o ther  p r o v i s i o n  o f  t h i s  a r t i c l e .  except as 

prov ided i n  subsect ion C o f  t h i s  sec t ion ,  t h e  employer provided p o r t i o n  o f  
a  member's annual b e n e f i t ,  a t  any t ime w i t h i n  a  l i m i t a t i o n  year,  s h a l l  no t  
exceed t h e  l esse r  o f :  

1. Ninety thousand d o l l a r s  o r  a  l a r g e r  amount t h a t  i s  p rescr ibed by 
the  board and t h a t  i s  due t o  any cost  o f  l i v i n g  adjustment announced by the  
Uni ted States P SECRETARY OF THE TREASURY pursuant t o  
s e c t i o n  415(d) o f  the  i n t e r n a l  revenue code. The board s h a l l  increase the  
amount pursuant t o  t h i s  paragraph as o f  t h e  e f f e c t i v e  date o f  t h e  increase 
as p resc r ibed  by the Un i ted  States secre tary  o f  t h e  t reasury  
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2 .  One hundred per cent o f  the  member's average compensation f o r  t h e  
member's h igh three consecutive years o f  serv ice as prov ided i n  sec t i on  415 
o f  t h e  i n t e r n a l  revenue code. For purposes o f  t h i s  paragraph, a member's 
h igh  t h r e e  consecut ive years o f  serv ice  i s  the  pe r iod  o f  th ree  consecut ive 
years o r  t h e  ac tua l  number o f  consecutive years o f  employment f o r  a member 
who i s  employed l ess  than three consecutive years w i t h  t h e  employer du r ing  
which t h e  member had t h e  greatest  aggregate compensation from t h e  employer. 

B. Notwi thstanding the  l i m i t a t i o n s  o f  subsect ion A o f  t h i s  sec t ion ,  
t h e  b e n e f i t s  payable t o  a member are deemed not  t o  exceed t h e  l i m i t a t i o n s  
determined under subsect ion A o f  t h i s  sec t ion  i f  t h e  re t i rement  b e n e f i t s  
payable t o  t h e  member under t h i s  a r t i c l e  do not  exceed ten  thousand d o l l a r s  
f o r  t h e  l i m i t a t i o n  year and i f  an employer has no t  a t  any t ime mainta ined a 
de f ined c o n t r i b u t i o n  p lan  i n  which the  member has pa r t i c i pa ted .  

C. The l i m i t a t i o n s  determined under subsect ion A o f  t h i s  s e c t i o n  are 
sub jec t  t o  t h e  f o l l o w i n g  adjustments: 

1. I f  a member has l ess  than 
ten  years o f  membership i n  ASRS, t h e  MAXIMUM DOLLAR l i m i t a t i o n  determined 
under subsect ion A. PARAGRAPH 1 o f  t h i s  sec t ion  s h a l l  be m u l t i p l i e d  by a 
f r a c t i o n ,  the  numerator o f  which i s  the  number o f  years. o r  
wtnk+M PARTIAL years, o f  membership i n  ASRS and t h e  denominator o f  which 
i s  ten.  The reduct ion  provided i n  t h i s  paragraph a l so  app l ies  t o  t h e  one 
hundred per cent  o f  compensation l i m i t a t i o n  PRESCRIBED I N  SUBSECTION A. 
PARAGRAPH 2 OF THIS SECTION and the  ten  thousand d o l l a r  f l o o r  l i m i t a t i o n  
prov ided i n  subsect ion B o f  t h i s  sect ion,  except t h a t  t h e  reduct ions apply 
t o  years o f  se rv i ce  w i t h  an employer ra ther  than t o  years o f  membership i n  
ASRS. The reduct ion  i n  t h i s  paragraph does no t  reduce the  l i m i t a t i o n s  
determined under subsect ion A o f  t h i s  sect ion t o  an amount l e s s  than 
one- tenth o f  the  l i m i t a t i o n s  as determined wi thout  regard t o  t h i s  paragraph. 

2. I f  a  member's annual b e n e f i t  commences before  t h e  member a t t a i n s  
s i x t y - t w o  years o f  age, the  l i m i t a t i o n  determined under subsection A o f  t h i s  
s e c t i o n  s h a l l  be adjusted t o  t h e  a c t u a r i a l  equ iva len t  o f  an annual b e n e f i t  
equal t o  t h e  d o l l a r  l i m i t a t i o n  commencing a t  s i x t y - two  years o f  age. The 
a c t u a r i a l  equivalent  under t h i s  paragraph sha l l  not  be l ess  than seventy - f i ve  
thousand d o l l a r s  i f  a  member's annual b e n e f i t  commences a t  o r  a f t e r  
f i f t y - f i v e  years o f  age. I f  a member's annual b e n e f i t  commences before  
f i f t y - f i v e  years o f  age, the ac tua r ia l  equivalent s h a l l  equal the  greater  o f :  

(a )  The ac tua r ia l  equivalent o f  a  seventy - f i ve  thousand d o l l a r  annual 
b e n e f i t  f o r  f i f t y - f i v e  years o f  age. 

(b) The a c t u a r i a l  equivalent  o f  a  n ine ty  thousand d o l l a r  annual 
b e n e f i t  f o r  s i x t y - t w o  years o f  age. 
Ac tuar ia l  equivalency under t h i s  paragraph sha l l  be determined by t h e  use o f  
an i n t e r e s t  r a t e  assumption equal t o  t h e  greater  o f  f i v e  per cent a  year  o r  
the  r a t e  spec i f i ed  by the  board as provided i n  sec t i on  38-711. paragraph 2 .  
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3 .  I f  a  member's annual benef i t  commences a f t e r  s i x t y - f i v e  years o f  
age, t h e  l i m i t a t i o n  determined under subsect ion A o f  t h i s  sec t i on  sha l l  be 
adjusted t o  the  a c t u a r i a l  equivalent o f  an annual b e n e f i t  equal t o  the  d o l l a r  
l i m i t a t i o n  commencing a t  s i x t y - f i v e  years o f  age. A c t u a r i a l  equivalency 
under t h i s  paragraph s h a l l  be determined by t h e  use o f  an i n t e r e s t  r a t e  
assumption equal t o  the  lesser  o f  f i v e  per cent  a  year  o r  t h e  r a t e  spec i f i ed  
by the  board as prov ided i n  sec t ion  3 8 - 7 1 1 .  paragraph 2 .  

4. I f  the  member's b e n e f i t  i s  p a i d  i n  a  form o the r  than an annual 
b e n e f i t .  the  b e n e f i t  pa id  may no t  exceed t h e  a c t u a r i a l  equ iva len t  o f  t h e  
maximum annual b e n e f i t  payable as a s t r a i g h t  l i f e  annu i ty  d is regard ing  t h e  
por t ion  o f  any j o i n t  and surv ivor  annui ty  t h a t  cons t i t u tes  a  q u a l i f i e d  j o i n t  
and surv ivor  annui ty  as defined i n  sec t ion  4 1 7  o f  t h e  i n t e r n a l  revenue code. 
Actuar ia l  equivalency under t h i s  paragraph s h a l l  be determined by the  use o f  
an i n t e r e s t  r a t e  assumption equal t o  t h e  g rea te r  o f  f i v e  per  cent  a year o r  
the r a t e  spec i f i ed  by the  board as prov ided i n  sec t i on  3 8 - 7 1 1 .  paragraph 2 .  

D. THE BOARD SHALL L I M I T  BENEFITS PAYABLE TO A MEMBER WHO I S  A MEMBER 
OF ASRS AND ANY OTHER DEFINED BENEFIT  PLAN MAINTAINED BY THE MEMBER'S 
EMPLOYER AND A DEFINED CONTRIBUTION PLAN MAINTAINED BY THE MEMBER'S EMPLOYER 
I N  A MANNER I T  DETERMINES TO BE NECESSARY TO PREVENT THE SUM OF THE FOLLOWING 
FRACTIONS FROM EXCEEDING 1.0:  

1. THE PROJECTED ANNUAL BENEFIT OF THE MEMBER UNDER ASRS AND ANY OTHER 
DEFINED BENEFIT PLAN MAINTAINED BY THE MEMBER'S EMPLOYER I N  WHICH THE MEMBER 
PARTICIPATED AS OF THE DATE OF DETERMINATION D I V I D E D  BY THE LESSER OF: 

(a )  THE PRODUCT OF 1 . 2 5  MULT IPL IED BY THE DOLLAR L I M I T A T I O N  I N  EFFECT 
UNDER SUBSECTION A. PARAGRAPH 1 OF T H I S  SECTION FOR THE L I M I T A T I O N  YEAR. 

(b )  ONE HUNDRED FORTY PER CENT OF THE MEMBER'S AVERAGE COMPENSATION 
FOR THE MEMBER'S H I G H  THREE CONSECUTIVE YEARS OF SERVICE AS DESCRIBED I N  
SUBSECTION A. PARAGRAPH 2 OF T H I S  SECTION. 

2 .  THE SUM OF THE ANNUAL ADDITIONS ON BEHALF OF THE MEMBER AS OF THE 
L IM ITAT ION YEAR I N  WHICH THE DETERMINATION I S  MADE UNDER ASRS AND ANY DEFINED 
CONTRIBUTION PLAN MAINTAINED BY THE MEMBER'S EMPLOYER D I V I D E D  BY THE LESSER 
OF THE FOLLOWING AMOUNTS DETERMINED FOR THE L I M I T A T I O N  YEAR AND FOR EACH 
PRIOR YEAR OF SERVICE WITH THE EMPLOYER: 

(a )  THE PRODUCT OF 1.25 MULT IPL IED BY THE DOLLAR L I M I T A T I O N  I N  EFFECT 
UNDER SECTION 3 8 - 7 4 7 .  SUBSECTION B. PARAGRAPH 1 FOR THE L I M I T A T I O N  YEAR. 

( b )  T H I R T Y - F I V E  PER CENT OF THE MEMBER'S COMPENSATION I N  THE 
L I M I T A T I O N  YEAR. 

E. ASRS SHALL COMPUTE THE FRACTIONS PRESCRIBED I N  SUBSECTION D OF T H I S  
SECTION AS OF THE CLOSE OF ANY L I M I T A T I O N  YEAR. FOR THE PURPOSES OF 
DETERMINING A MEMBER'S PROJECTED ANNUAL B E N E F I T  ADJUSTED TO AN ACTUARIALLY 
EQUIVALENT STRAIGHT L I F E  ANNUITY I F  THE BENEFIT  I S  EXPRESSED I N  A FORM OTHER 
THAN A STRAIGHT L I F E  ANNUITY OR A Q U A L I F I E D  J O I N T  AND SURVIVOR ANNUITY AS 
DEFINED I N  SECTION 4 1 7  OF THE INTERNAL REVENUE CODE UNDER ANY DEFINED BENEFIT 
PLAN MAINTAINED BY AN EMPLOYER AND SUBJECT TO THE L I M I T A T I O N  PRESCRIBED BY 
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SUBSECTION 0 OF THIS SECTION, THE BENEFIT SHALL BE BASED ON THE FOLLOWING 
ASSUMPTIONS: 

1. THE MEMBER WILL CONTINUE COVERED EMPLOYMENT UNTIL REACHING THE 
MEMBER'S NORMAL RETIREMENT OATE DETERMINED UNDER THE DEFINED BENEFIT PLAN OR 
THE CURRENT OATE. WHICHEVER I S  LATER. 

2 .  THE MEMBER'S COMPENSATION FOR THE LIMITATION YEAR UNDER 
CONSIDERATION WILL REMAIN CONSTANT UNTIL THE MEMBER'S NORMAL RETIREMENT OATE 
OR ACTUAL RETIREMENT. 

3. ALL OTHER RELEVANT FACTORS USED TO DETERMINE BENEFITS UNDER THE 
DEFINED BENEFIT PLAN WILL REMAIN CONSTANT FOR ALL FUTURE LIMITATION YEARS. 

8;- F. No tw i ths tand ing  -, !.. k C x i 4 4  ANY OTHER PROVISION 
o f  t h i s  s e c t i o n ,  t h e  annual b e n e f i t  payab le  under t h i s  a r t i c l e  may be reduced 
t o  t h e  e x t e n t  necessary,  as de te rm ined  by t h e  board.  t o  p r e v e n t  
d i s q u a l i f i c a t i o n  o f  ASRS under s e c t i o n  415 o f  t h e  i n t e r n a l  revenue code t h a t  
imposes a d d i t i o n a l  l i m i t a t i o n s  on t h e  annual b e n e f i t s  payable t o  members who 
a l s o  may be p a r t i c i p a t i n g  i n  a n o t h e r  t a x  q u a l i f i e d  pens ion o r  s a v i n g s  p l a n  
o f  t h i s  s t a t e s  
s. An employer s h a l l  n o t  
p r o v i d e  employee r e t i r e m e n t  o r  d e f e r r e d  b e n e f i t s  i f  t h e  b e n e f i t s  a u t h o r i z e d  
by t h i s  s e c t i o n  and as r e q u i r e d  by f e d e r a l  l aw  r e s u l t  i n  t h e  f a i l u r e  o f  ASRS 
t o  meet f e d e r a l  q u a l i f i c a t i o n  s tandards  as a p p l i e d  t o  p u b l i c  p e n s i o n  p l a n s .  
The board  s h a l l  a d v i s e  a f f e c t e d  members o f  any a d d i t i o n a l  i n f o r m a t i o n  
concern ing  t h e i r  annual b e n e f i t s  r e q u i r e d  by t h i s  subsec t ion .  

& G. I f  t h e  maximum amount o f  b e n e f i t  a l l owed  under s e c t i o n  415 o f  
t h e  i n t e r n a l  revenue code i s  i n c r e a s e d  a f t e r  t h e  commencement d a t e  o f  a 
member's b e n e f i t  due t o  any c o s t  o f  l i v i n g  adjustment announced by  t h e  U n i t e d  
S t a t e s  P SECRETARY OF THE TREASURY p u r s u a n t  t o  t h e  
p r o v i s i o n s  o f  s e c t i o n  415(d) o f  t h e  i n t e r n a l  revenue code, t h e  amount o f  t h e  
mon th ly  b e n e f i t  payab le  under  ASRS t o  a member whose b e n e f i t  i s  r e s t r i c t e d  
due t o  t h e  p r o v i s i o n s  o f  s e c t i o n  415(d)  o f  t h e  i n t e r n a l  revenue code s h a l l  
be i n c r e a s e d  b y  t h e  board  as o f  t h e  d a t e  p r e s c r i b e d  by t h e  U n i t e d  S t a t e s  
s e c r e t a r y  o f  t h e  t r e a s u r y  on which t h e  i n c r e a s e  
s h a l l  become e f f e c t i v e .  The i n c r e a s e  s h a l l  r e f l e c t  t h e  i n c r e a s e  i n  t h e  
amount o f  r e t i r e m e n t  income t h a t  may be payab le  under t h i s  a r t i c l e  as a 
r e s u l t  o f  t h e  c o s t  o f  l i v i n g  ad jus tmen t .  

6r H. I n  de te rm in ing  t h e  ad jus tments  a u t h o r i z e d  by subsec t ions  A and 
B o f  t h i s  s e c t i o n .  t h e  board  s h a l l  p r e s c r i b e  a l a r g e r  amount i f  p r e s c r i b e d  
by t h e  U n i t e d  S ta tes  s e c r e t a r y  o f  t h e  t r e a s u r y  pursuant  t o  s e c t i o n  415(d)  o f  
t h e  i n t e r n a l  revenue code. AN AOJUSTMENT TO THE DOLLAR LIMITATION PRESCRIBED 
I N  SUBSECTION A. PARAGRAPH 1 OF THIS SECTION I S  NOT EFFECTIVE BEFORE THE 
FIRST CALENOAR YEAR FOR WHICH THE UNITED STATES SECRETARY OF THE TREASURY 
PUBLISHES THE AOJUSTMENT. AFTER I T  I S  PRESCRIBED BY THE BOARD. THE NEW 
DOLLAR LIMITATION APPLIES TO THE LIMITATION YEAR ENDING WITH OR WITHIN THE 
CALENOAR YEAR FOR WHICH THE SECRETARY OF THE TREASURY MAKES THE AOJUSTMENT. 
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T o  t h e  extent  p r o v i d e d  i n  r e g u l a t i o n s  p r o m u l g a t e d  by t h e  U n i t e d  S t a t e s  
s e c r e t a r y  o f  t h e  t r e a s u r y .  t h e  a d j u s t m e n t s  t o  t h e  l i m i t a t i o n  made  by t h e  
b o a r d  p u r s u a n t  t o  s u b s e c t i o n  C. p a r a g r a p h  1 o f  t h i s  s e c t i o n  s h a l l  b e  a p p l i e d  
s e p a r a t e l y  t o  e a c h  c h a n g e  i n  the b e n e f i t  s t r u c t u r e  o f  ASRS. 

I. RETROACTIVE TO JULY 1. 1 9 9 6 .  EXCEPT FOR THE L I M I T A T I O N S  PRESCRIBEO 
I N  SUBSECTION B OF T H I S  SECTION. FOR THE PURPOSES OF THE L I M I T A T I O N S  
PRESCRIBED BY T H I S  SECTION. A L L  MEMBER AND EMPLOYER CONTRIBUTIONS MADE TO 
ASRS TO PROVIDE A MEMBER BENEFITS PURSUANT TO SECTION 3 8 - 7 7 1  AND A L L  MEMBER 
CONTRIBUTIONS THAT ARE NOT TREATED AS PICKED UP BY THE EMPLOYER UNDER SECTION 
4 1 4 ( h ) ( 2 )  OF THE INTERNAL REVENUE CODE SHALL BE TREATED AS MADE TO A SEPARATE 
DEFINED CONTRIBUTION PLAN. 

Cr J. On t e r m i n a t i o n  o f  ASRS t h e  a c c r u e d  b e n e f i t  o f  e a c h  member  i s .  
a s  o f  t h e  d a t e  o f  t e r m i n a t i o n ,  f u l l y  v e s t e d  a n d  n o n f o r f e i t a b l e .  

K. I F  ASRS TERMINATES. THE BENEFIT  OF ANY HIGHLY COMPENSATED EMPLOYEE 
AS DEFINED I N  SECTION 4 1 4 ( q )  OF THE INTERNAL REVENUE CODE AND ANY HIGHLY 
COMPENSATED FORMER EMPLOYEE I S  L I M I T E D  TO A BENEFIT THAT I S  NONDISCRIMINATORY 
UNDER SECTION 4 0 1 ( a ) ( 4 )  OF THE INTERNAL REVENUE CODE AND AS FOLLOWS: 

1. BENEFITS DISTRIBUTED TO ANY OF THE TWENTY-FIVE A C T I V E  AND FORMER 
HIGHLY COMPENSATED EMPLOYEES WITH THE GREATEST COMPENSATION I N  THE CURRENT 
OR ANY PRIOR F I S C A L  YEAR ARE RESTRICTED SO THAT THE ANNUAL PAYMENTS ARE NO 
GREATER THAN AN AMOUNT EQUAL TO THE PAYMENT THAT WOULD BE MADE ON BEHALF OF 
THE MEMBER UNDER A STRAIGHT L I F E  ANNUITY THAT I S  THE ACTUARIAL EQUIVALENT OF 
THE SUM OF THE MEMBER'S ACCRUED BENEFIT .  THE MEMBER'S OTHER BENEFITS UNDER 
ASRS. EXCLUDING A SOCIAL SECURITY SUPPLEMENT AS DEFINED I N  2 6  CODE OF FEDERAL 
REGULATIONS SECTION 1 4 1 1 a - 7 C 4 i  AND THE AMOUNT THE MEMBER I S  
ENT ITLED TO RECEIVE UNDER A SOCIAL SECURITY SUPPLEMENT. 

2.  PARAGRAPH 1 OF T H I S  SUBSECTION DOES NOT APPLY I F  EITHER: 
( a )  AFTER PAYMENT OF THE B E N E F I T  TO A MEMBER DESCRIBED I N  PARAGRAPH 

1 OF T H I S  SUBSECTION. THE VALUE OF ASRS ASSETS EQUALS OR EXCEEDS ONE HUNDRED 
TEN PER CENT OF THE VALUE OF THE CURRENT L I A B I L I T I E S .  AS DEFINED I N  SECTION 
4 1 2 ( 1 ) ( 7 )  OF THE INTERNAL REVENUE CODE. OF ASRS. 

( b )  THE VALUE OF THE BENEFITS  FOR A MEMBER DESCRIBED I N  PARAGRAPH 1 
OF T H I S  SUBSECTION I S  LESS THAN ONE PER CENT OF THE VALUE OF THE CURRENT 
L I A B I L I T I E S .  AS DEFINED I N  SECTION 4 1 2 ( 1 ) ( 7 )  OF THE INTERNAL REVENUE CODE, 
OF ASRS BEFORE DISTRIBUTION.  

( c )  THE VALUE OF THE BENEFITS PAYABLE BY ASRS TO A MEMBER DESCRIBED 
I N  PARAGRAPH 1 OF T H I S  SUBSECTION DOES NOT EXCEED THREE THOUSAND F I V E  HUNDRED 
DOLLARS. 

L .  FOR THE PURPOSES OF SUBSECTION K OF T H I S  SECTION. "BENEFIT"  
INCLUDES LOANS I N  EXCESS OF THE AMOUNT PRESCRIBEO I N  SECTION 7 2 ( p ) ( 2 ) ( A )  OF 
THE INTERNAL REVENUE CODE. ANY PERIODIC INCOME. ANY WITHDRAWAL VALUES PAYABLE 
TO A L I V I N G  MEMBER AND ANY DEATH BENEFITS  NOT PROVIDED FOR BY INSURANCE ON 
THE MEMBER'S L I F E .  
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H;- M. For purposes o f  t h i s  sec t ion :  
1. "ANNUAL ADDITIONS" HAS THE SAME M E A N I N G  PRESCRIBED I N  26 CODE OF 

FEDERAL REGULATIONS SECTION 1.415-6(b).  
k 2. "Annual b e n e f i t "  means a  b e n e f i t .  INCLUDING ANY PORTION OF A 

MEMBER'S RETIREMENT BENEFIT PAYABLE TO AN ALTERNATE PAYEE UNDER A QUALIFIED 
DOMESTIC RELATIONS ORDER THAT SATISFIES THE REQUIREMENTS PRESCRIBED I N  
SECTION 4 1 4 ( p ) ( l ) ( A ) ( i )  OF THE INTERNAL REVENUE CODE AND SECTION 38-773,  
payable annual ly  i n  t he  form o f  a  s t r a i g h t  l i f e  annu i ty .  d is regard ing  t h e  
p o r t i o n  o f  a j o i n t  and s u r v i v o r  annu i ty  t h a t  c o n s t i t u t e s  a q u a l i f i e d  j o i n t  
and su rv i vo r  annui ty  as de f ined  i n  sec t i on  417 o f  t he  i n t e r n a l  revenue code, 
w i t h  no a n c i l l a r y  o r  i n c i d e n t a l  b e n e f i t s  o r  r o l l o v e r  con t r i bu t i ons  and 
exc lud ing  any p o r t i o n  o f  t h e  b e n e f i t  de r i ved  from member con t r i bu t i ons  o r  
other  con t r i bu t i ons  t h a t  are t rea ted  as a separate de f ined  con t r i bu t i on  p lan 
under s e c t i o n  415 o f  t he  i n t e r n a l  revenue code bu t  i n c l u d i n g  any o f  those 
con t r i bu t i ons  t h a t  are p icked up by t h e  employer under sec t ion  414(h) o f  the 
i n t e r n a l  revenue code, o r  t h a t  o therw ise  are no t  t r e a t e d  as a separate 
de f i ned  c o n t r i b u t i o n  p lan.  I f  t h e  b e n e f i t  i s  payable i n  another form, t he  
de termina t ion  as t o  whether t he  l i m i t a t i o n  descr ibed i n  subsect ion C. 
paragraph 1 o f  t h i s  sec t ion  has been s a t i s f i e d  s h a l l  be made by the board by 
a d j u s t i n g  the  b e n e f i t  so t h a t  i t  i s  a c t u a r i a l l y  equ i va len t  t o  the annual 
b e n e f i t  descr ibed i n  t h i s  sec t i on  i n  accordance w i t h  t h e  regu la t ions  
promulgated by t h e  Uni ted States sec re ta ry  o f  t he  t reasu ry  f o r  determining 
t h e  annual b e n e f i t  a t t r i b u t a b l e  t o  member c o n t r i b u t i o n s .  The f a c t o r s  
descr ibed i n  s e c t i o n  411(c)(Z)(B)  o f  t h e  i n t e r n a l  revenue code and t h e  
regu la t ions  promulgated under t he  i n t e r n a l  revenue code s h a l l  be used by the 
board regardless o f  whether sec t ion  411 o f  t he  i n t e r n a l  revenue code appl ies 
t o  ASRS. 

2~ 3. "Compensation" means t h e  member's earned income, wages. 
s a l a r i e s .  fees f o r  p ro fess iona l  s e r v i c e  and o the r  amounts received f o r  
personal serv ices  a c t u a l l y  rendered i n  t h e  course o f  employment w i t h  t he  
employer. Compensation does n o t  mean: 

(a )  Employer con t r i bu t i ons  t o  a p l a n  o f  de fer red  compensation t o  t h e  
extent  the con t r i bu t i ons  are no t  inc luded i n  t he  gross income o f  t he  employee 
f o r  t he  taxab le  year  i n  which con t r i bu ted .  on beha l f  o f  an employee t o  a 
s i m p l i f i e d  employee pension p lan  descr ibed i n  sec t ion  408(k) o f  the i n t e r n a l  
revenue code and any d i s t r i b u t i o n s  f rom a  p lan  o f  de fe r red  compensation. 
regard less  o f  whether t he  amounts a re  i nc ludab le  i n  gross income o f  t he  
employee when d i s t r i b u t e d ,  EXCEPT THAT ANY AMOUNT RECEIVED BY A MEMBER 
PURSUANT TO AN UNFUNDED NONQUALIFIED PLAN MAY BE CONSIDERED AS COMPENSATION 
FOR THE PURPOSES OF THIS SECTION I N  THE YEAR THE AMOUNTS ARE INCLUDIBLE I N  
THE GROSS INCOME OF THE MEMBER UNDER THE INTERNAL REVENUE CODE. 

(b )  Other amounts t h a t  rece ive  spec ia l  t a x  bene f i t s .  such as premiums 
f o r  group term l i f e  insurance. bu t  on l y  t o  t h e  ex ten t  t h a t  t h e  premiums are 
no t  inc ludab le  i n  t he  gross income o f  t he  employee, o r  con t r i bu t i ons  made by 
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the employer, whether or not under a salary reduction agreement, towards the 
purchase of a n  annuity contract described in section 403(b) of the internal  
revenue code, whether or not the contributions are excludable from the  gross 
income of the employee. 

3r 4. "Defined benefit plan" has the same meaning prescribed i n  
section 414( j )  of the  internal revenue code. 

+ 5 .  "Defined contribution p l an"  has the  same meaning prescribed i n  
section 414( i )  of the  internal revenue code. 

S 6. "Limitation year" and "years of service" means the f i s ca l  year. 
Sec. 18. Section 38-797.07. Arizona Revised Statutes ,  i s  amended t o  

read: 
38-797.07. LTD oroaram benefits: l imita t ion$ 
A.  The LTD program i s  subject t o  the following l imita t ions:  
1. Except as provided in paragraph 7, monthly benefits  shal l  not 

exceed two-thirds of a member's monthly compensation a t  the  time d i s a b i l i t y  
commences. reduced by: 

( a )  Sixty-four per cent of social security d i s ab i l i t y  benef i ts  t h a t  
the  member o r  the  member's dependents are e l i g ib l e  t o  receive. 

( b )  Eighty-three per cent of social security retirement benefits  t h a t  
the  member i s  e l i g i b l e  t o  receive. 

( c )  All of any workers' compensation benefits .  
( d )  All of any payments fo r  a veteran's d i s ab i l i t y  i f  both of the  

following apply: 
( i )  The  veteran's d i sab i l i ty  payment i s  fo r  the same condition or  a 

condition re la ted t o  the condition currently causing the member's t o t a l  
d i s ab i l i t y .  

( i i )  The veteran's d i sab i l i ty  i s  due t o ,  or a resu l t  o f ,  service  i n  
the armed forces of the  United Sta tes .  

( e )  All of any other benefits by reason of employment t h a t  are 
financed par t ly  or wholly by a n  employer. including payments fo r  s ick leave. 

( f )  Fif ty  per cent of any salary.  wages. commissions or similar pay 
t h a t  the member receives or  i s  en t i t l ed  t o  receive from any gainful 
employment i n  which the member actually engages. 

2 .  Monthly benefits  are n o t  payable unti l  a member has been t o t a l l y  
disabled f o r  a period of s i x  consecutive months. 

3. Monthly benefits are n o t  payable t o  a member who i s  receiving 
retirement benefits  from ASRS. 

4. Monthly benefits  are not  p a y a b l e  t o  a member whose d i s a b i l i t y  i s  
due t o ,  or  a r e su l t  o f ,  any of the following: 

( a )  An in tent ional ly  s e l f - i n f l i c t ed  injury.  
( b )  War. whether declared or n o t .  
( c )  An in jury incurred while engaged in a felonious criminal ac t  or  

enterpr ise .  
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(d l  An injury or sickness f o r  which the  member received medical 
treatment within three months before the date  of the  member's coverage under 
the LTD program. This subdivision does n o t  apply t o  a member who has been 
a member for twelve continuous months nor t o  a member who i s  employed by a n  
employer as of June 30. 1988. For t he  purposes of t h i s  subdivision. 
"received medical treatment" means t h a t  the member consulted with or received 
the  advice of a licensed medical or dental pract i t ioner ,  including advice 
given during a routine examination, and i t  includes s i tua t ions  i n  which the  
member received medical or dental care. treatment or services. including the  
taking of drugs, medication. insul in  or  s imilar  substances. 

5. Monthly benefits  cease t o  be payable t o  a member a t  t h e  e a r l i e s t  
of the following: 

( a )  The d a t e  the member ceases t o  be t o t a l l y  disabled. 
( b )  The date the member ceases t o  be under the d i rec t  care of a doctor 

or refuses t o  undergo any medical examination requested by t h e  insurance 
company selected by the  board t o  administer the LTD program. 

( c )  The date the member withdraws employee contributions with interes t  
and  ceases t o  be a member. 

( d )  The l a t e r  of the following: 
( i )  The member's normal retirement date. 
( i i )  The month following s ixty  months of payments i f  d i sab i l i ty  occurs 

before s ix ty- f ive  years of age. 
( i i i )  The m o n t h  following attainment of seventy years of age i f  

d isabi l i ty  occurs a t  s ixty-five years of age or a f t e r  but before sixty-nine 
years of age. 

( i v )  The m o n t h  following twelve months of payments i f  d i s ab i l i t y  
occurs a t  or a f t e r  sixty-nine years of age. 

6. Monthly benefits  are payable under the LTO program only for  
d i s a b i l i t i e s  t h a t  commence on or a f t e r  July  1. 1988. 

7. The min imum benefit f o r  a member who i s  en t i t l ed  t o  receive 
benefits under the  LTD program i s  f i f t y  do l la r s  per month.  

8. Members a re  e l ig ib le  t o  receive the benefits and payments described 
in paragraph 1. and  the reductions provided by paragraph 1 apply even though 
the benefits  a re  not actually p a i d  as follows: 

( a )  For primary or dependent social security benefits. the members are 
e l ig ib le  for the benefits u n t i l  the benefits  are actually awarded, or i f  the 
benefits  are denied. until notice of the  denial of the appeal of the  f i r s t  
denial i s  received. 

( b )  For benefits  and  payments from any other source provided in 
paragraph 1, the  members are e l i g i b l e  fo r  the benefits  i f  i t  i s  reasonable 
t o  believe t h a t  the benefits will be paid on proper completion of the claim 
or would h a v e  been paid except f o r  the f a i l u r e  of the member t o  pursue the 
claim in time. 
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9. A member shal l  be considered t o t a l l y  disabled i f :  
( a )  During the  f i r s t  t h i r t y  months of a period of d i s a b i l i t y ,  the  

member i s  unable t o  perform a l l  duties of the position held by the  member 
when the  member became t o t a l l y  disabled. 

( b )  For a member who has received monthly benefits  f o r  twenty-four 
consecutive months, t h a t  a member i s  unable t o  perform any work for  
compensation or  gain f o r  which the  member i s  reasonably qua l i f i ed  by 
education, t ra ining or experience. 

B.  A member who receives monthly benefits from the  LTD program i s  
en t i t l ed  t o  receive service  credit  pursuant to a r t i c l e  2 of t h i s  chapter from 
the time d i sab i l i ty  commences until benefits cease t o  be payable. except tha t  
the  number of years of service credited t o  a member's retirement account 
during the  period the  member receives LTD benefit payments shal l  not cause 
the  member's to ta l  credi ted service fo r  retirement benefits  t o  exceed the  
g rea t e r  of twenty-five years or  the  to ta l  years of service  credited t o  the  
member's retirement account on the commencement of d i s ab i l i t y .  

C.  FOR THE PURPOSES OF T H I S  SECTION "SOCIAL SECURITY" AND "SOCIAL 
SECURITY D I S A B I L I T Y "  INCLUDES THE RAILROAD RETIREMENT ACT OF 1 9 7 4  ( 4 5  UNITED 
STATES CODES SECTIONS 2 3 1  THROUGH 2 3 1 ~ ) .  




