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Agency No. 088.00

L Efﬂ

ATRS RULES OF ORGANIZATIQHFW )

DIV
OPERATION 1 850

A.C.A. §§ 25-15-208 and 25-156-703 {0kl

I. INFORMATION FOR PUBLIC GUIDANCE

The Arkansas Teacher Retirement System (“ATRS”} is located at 1400 West
Third Street, Little Rock, AR 72201. Questions about ATRS may be addressed
by visiting the ATRS website (www.artrs.gov), emailing ATRS at jnfo@arirs.gov;
phoning ATRS at 1-800-666-2877 or 501-682-1517; or sending a fax to ATRS at
1-800-682-2663. Visits may be made to the ATRS office between 8:00 a.m. and
4:30 p.m. Monday through Friday, except on holidays. Appointments are not
required but are suggested.

ATRS makes available a list of persons holding certain responsibilities for
handling FOIA requests and requests by the public so that the public may obtain
information about ATRS or make submissions or requests. The names, mailing
addresses, telephone numbers, and electronic addresses can be obtained from
the ATRS office or website.

The ATRS policies, rules and regulations, and official forms may be obtained
from the ATRS office or from the ATRS website.

2. DESCRIPTION OF THE ARKANSAS TEACHER RETIREMENT SYSTEM

The Arkansas Teacher Retirement System (*ATRS") is a cost-sharing multiple-
employer, defined benefit pension plan established on March 17, 1937, by
authority of the Arkansas General Assembly under Act 266 of 1937 (Ark. Code
Ann. § 24-7-101 et seq.). ATRS is operated as a “qualified trust” under section
401(a) of the Internal Revenue Code. ATRS is a component unit of the State of
Arkansas.

The General Assembly is responsible for setting benefits and contributions and
amending plan provisions.

Ultimate authority, general administration and responsibility for the proper
operation of ATRS, and for making effective the provisions of A.C.A. §§ 24-7-201
et seq. are vested in the fifteen-member Board of Trustees. Eleven members are
elected, and four members serve as ex officio members by virtue of their elected
positions in state government. The Board appoints the executive director of
ATRS who serves as its chief executive officer.
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The Board of Trustees promulgates rules as it deems necessary from time to
time in the transaction of its business and in administering the Arkansas Teacher ’
Retirement System

For administrative purposes, the agency is comprised of several divisions:
Administration, Membership Setrvices, Data Processing, Investments, and Fiscal
Affairs.

3. ORGANIZATION AND OPERATION OF THE ATRS BOARD OF TRUSTEES

The officers of the ATRS Board of Trustees are a chair and vice chair. Election
of officers is held in the odd numbered years at the first regular meeting aiter the
beginning of the fiscal year. These officers perform the duties prescribed by
applicable law, this rule, and Robert's Rules of Order.

The business of ATRS is conducted in public meeting pursuant to Robert’s Rules
of Order. All mestings are conducted in conformity with the Arkansas Freedom
of Information Act. Regular meetings are held at least quarterly. Special
meetings may be held on the call of the chair or as scheduled by action of the
Board in a regular meeting.

A quorum for the transaction of business is a majority of the number of voting
members of the Board.

The ATRS Board of Trustees may create standing and ad hoc committees whose
membership is determined by the chair of the Board. A quorum for the fransact-

. tion of committee business is a majority of the number of voting members of the
committee.

The Executive Director prepares the agenda for regular and special meetings.
The agenda is distributed to Board members and made available to the public in
advance of the meeting. The agenda may be amended by appropriate motion.

Trustees, members, and other individuals wishing to have additional items
considered for the agenda should submit a request to the Executive Director prior
to a regularly scheduled meeting.

4. RULEMAKING

The ATRS Board has been authorized by the Legislature to promulgate rules.
ATRS follows the procedural requirements of the Arkansas Administrative
Procedure Act, in particular A.C.A. § 25-15-203 and A.C.A. § 25-15-204.
Additionally, ATRS is required to abide by the provisions of A.C.A. §10-3-309.

The process of adopting a new rule or amending or repealing an existing rule
(hereinafter referred to as “rulemaking”) may be initiated by request of the Board
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or the ATRS staff. Additionally, persons outside the agency may petition for the
issuance, amendment, or repeal of any rule.

ATRS will give public notice of proposed rulemaking to be published pursuant to
A.C.A. § 25-15-204. The notice will set any written comment period and will
specify the time, date, and place of a public hearing, if any.

Before finalizing language of a proposed new rule or an amendment to, or repeall
of, an existing rule, ATRS will receive public input through written comments
and/or oral submissions. ATRS will designate in the public notice the format and
timing of public comment.

A public hearing may be held; if so, it will provide affected persons and other
members of the public a reasonable opportunity for presentation of evidence,
arguments, and oral statements within reasonable conditions and limitations
imposed by the agency 1o avoid duplication, irrelevant comments, unnecessary
delay, or disruption of the proceedings.

Thirty days before the public comment period ends, ATRS will file with the
Bureau of Legislative Research the text of the proposed rule or amendment, as
well as a financial impact statement and a Bureau of Legislative Research
questionnaire as provided by A.C.A. § 10-3-309. In addition, a copy of the public
notice, the text of the proposed rule or amendment, and a summary will be filed
with the Secretary of State. Also, a copy of the public notice and the text of the
proposed rule or amendment will be published on the ATRS website, if available.

Generally proposed rules or amendments will be reviewed by the appropriate
committee of the ATRS Board of Trustees for recommendation prior to
submission to the full Board for consideration and final action.

ATRS will not finalize language of the rule or decide whether to adopt a rule until
the period for public comment has expired.

After the ATRS Board formally adopts a new rule or amends a current rule or
repeals an existing rule, and after the rule change has been reviewed by the
Legislative Council, ATRS staff wili file final copies of the rule with the Secretary
of State, the Arkansas State Library, and the Bureau of Legislative Research, or
as otherwise provided by A.C.A. § 25-15-204(d).

Proof of filing a copy of the rule, amendment, or repeal with the Secretary of
State, the Arkansas State Library, and the Bureau of Legislative Research will be
kept in a file maintained by the Executive Director’s office.

Notice of the rule change will be posted on the agency website, if available, and
rules will be made available to interested persons.
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5. EMERGENCY RULEMAKING

Upon receipt of a written statement requesting emergency rulemaking or other
evidence to support an assertion that an emergency exists, ATRS will make an
independent judgment whether the circumstances and facts constitute an
imminent peril to the public health, safety, or welfare requiring adoption of the
rule with fewer than 30 days notice. If it is determined that the circumstances
warrant emergency rulemaking, a written determination setting out the reasons
for the finding that an emergency exists will be made. Upon making this finding,
the ATRS Board may proceed to adopt the rule without any prior notice or
hearing, or it may determine to provide an abbreviated notice and hearing.

The emergency rule wili be effective immediately upon filing, or at a stated time
less than thirty (30) days thereafter, if ATRS finds that this effective date is
necessary because of imminent peril to the public health, safety, or welfare.
ATRS will file with the rule its written findings justifying the determination that
emergency rulemaking is appropriate and, if applicable, the basis for the effective
date of the emergency rule being less than ten days after the filing of the rule
pursuant to A.C.A. § 25-15-204(e).

6. APPEALS

An ATRS member, beneficiary, survivor, retiree, or employer may request a staff
determination letter from an ATRS staff member responsible for staff decisions
relating to the member's, beneficiary's, survivor's retiree’'s or employer's issues.

If the member disagrees with the staff determination letter, then the member may
seek a review by the executive director using the procedures set forth in Section
13 of the ATRS rules. The executive director's decision upon review may be
appealed to the ATRS Board of Trustees using the procedures set forth in
Section 13 of the ATRS rules. A description of the appeals process may be
obtained by contacting ATRS or from the ATRS website.

NOTE: These are general rules for the organization and operation of the system. Additional and
more specific information is provided in the Policies, Rules and Regulations of ATRS, which may

be found on the ATRS website (www.artrs.qgov.under "Publications”) or which may be obtained by
contacting the Executive Director's office at 501-682-1517 or 1-800-666-2877).

Adopted: December 6, 2005
Amended: April 26, 2007
Adopted by Board: February 6, 2012
Amended: April 18, 2012
Effective: May 29, 2012
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FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Administration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO. 501-682-1266 FAX NO. 501-682-6326 EMAIL: laurag@artrs.gov

To comply with Act 1104 of 1995, please complete the following Financial Impact Statement and file two
copies with the questionnaire and proposed rules.

SHORT TITLE OF THIS RULE  ATRS Rules of Organization and Operation (Rule 0-1)

1. Does this proposed, amended, or repealed rule have a financial impact? Yes| | No [X]

2. Does this proposed, amended, or repealed rule affect small businesses? Yes|[ ] No [X]
If yes, please attach a copy of the economic impact statement required to be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 ef seq.

3. If you believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain.

N/A

4. If the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule. Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue General Revenue
Federal Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (Identify)
Total Total

5. 'What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fiscal Year Next Fiscal Year

$ $

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain.
Current Fiscal Year Next Fiscal Year

3 $




Summary of Proposed Rule Change
For
Arkansas Teacher Retirement System

ATRS Rules of Organization and Operation (Rule 0-1)

Substantive changes:
None

Non-substantive changes:

This amendment to an existing rule clarifies and expands the existing language without
expanding the scope of the rule, and directs the reader to the procedures set forth under
another ATRS Rule.
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REGULATIONS BY

The Board shall determine the number of years and fractions thereof for paid
service credited to members of the System. No fewer than one hundred sixty
(160) days of employee service in a fiscal year (ending June 30) shall be credited
as a full year of service.

Members employed less than one fourth (1) of a fiscal year are not eligible for
credit or benefits in ATRS that fiscal year provided however, a contributory
member's service days beginning in the 2011-2012 fiscal year, are carried
forward from previous fiscal years until at least one quarter year of service is
obtained by the member. If a contributory member obtains at least a quarter year
of service in a fiscal year, whether using regular service days or accumulated
service days, or both, the member begins the next fiscal year with no days of
service carried forward.

RULES
1. FOR MEMBERS WITH SERVICE AFTER JULY 1, 1971

A. Actual service credited to a member’s account shall be determined in
accordance with the following table:

Number of Days
Worked in a Fiscal Service Credit Earned
Year

1 -39 None

40-79 0.25 year

80-119 0.50 year

120-159 0.75 year

160 days or over 1.00 year

B. All contracts between an ATRS employer and member that specify the
number of days worked by the member shall be used by ATRS to
establish the number of days of service worked. If a member is employed
in a position that a regular and typical work day includes eight (8) hours or
more of work time (full-day position), then four (4} hours of work in a day
shall be required for a "day" of service. For "full-day" members who do not
work four (4) hours or more a day, the total number of hours worked in a
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fiscal quarter divided by four (4) will determine the number of days to be
credited. ATRS employers have specialized support positions that include
work as bus drivers, custodial workers, cafeteria workers, and similar
positions that a typical day of service by the member will be less than
eight (8) hours of work a day. Effective for the 2011-2012 fiscal year, a
member employed, without a contract specifying the number of days of
service 1o be worked, in a specialized support position shall receive a full
day of service credit, even if the member works less than four (4) hours in
a service day, if the ATRS employer reasonably determines that the
member performed the regular and usual service expected of a member in
that position during the service day.

C. For purposes of days counted toward service credit, absences shall be
counted as service if for paid leave including paid sick leave. However, for
administrative leave, the member must be on cail by the employer for the
service to be counted.

D. The System shall not give service credit to a member until all required
contributions and interest, if any, are remitted to the System.

E. The participating employers shall certify proof of service on such forms
with any documentation required by the System.

F. If a member is retiring with an effective date other than October 1, January
1, April 1, or July 1, service credited for the year in which a member retires
shall not exceed % year for each full calendar quarter worked during the
fiscal year. .

G. In any case of question as 1o service credit of a member, the Board of
Trustees has the final authority to decide the amount of service creditable
to a member.

Amended: July 18, 2005
June 16, 2009 (Emergency)
October 5, 2009 (Permanent)
July 1, 2011 (Emergency)

Adopted: August 8, 2011

Effective: November 11, 2011
Board Approved: February 6, 2012
Amended: April 2, 2012 (Emergency)
Effective: May 29, 2012
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FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Administration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO, 501-682-1266 FAX NO. 501-682-6326 EMAIL: laurag@artrs.gov

To comply with Act 1104 of 1995, please complete the following Financial lmpact Statement and file two
copies with the questionnaire and proposed rules.

SHORT TITLE OF THIS RULE  Proof of Service Credit (Rule 7-2)

1. Does this proposed, amended, or repealed rule have a financial impact? Yes | | No X

2. Does this proposed, amended, or repealed rule affect small businesses? Yes| | No X
If yes, please attach a copy of the economic impact statement required to be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 et seq.

3. If you believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain.

N/A

4. If the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule. Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue General Revenue
Federal Funds ' Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (Identify)
Total Total

5. What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fiscal Year Next Fiscal Year

$ $

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain.
Current Fiscal Year ' Next Fiscal Year

$ $




Summary of Proposed Rule Change
For
Arkansas Teacher Retirement System

Proof of Service Credit (Rule 7-2)

Substantive changes:
Places a rule in effect, consistent with the existing law and ATRS procedures, regarding

the calculation of hours worked in 1 day in order for that employee to receive a full day
of service credit.

Non-substantive changes:
None
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REPORTING EMPLOYEE AND EMPLOYERDIV.

CONTRIBUTIONS (2 rpesp 4 850
A.C.A. §§ 24-7-401, 411, 708, 1303 and A.C.A. § 2;};2:_—701 ‘
QEekoyil o
STATE OF A0 ARSAS
RULES FOR THE EMPLOYER CONTRIBUTION RATE BY.. .. _ ... .. _
(A.C.A. § 24-7-401 as amended by Act 468 of 2009 and A.C.A. § 24-2-701)

1. The employer contribution rate shall be the rate established by the Board of
Trustees of the Arkansas Teacher Retirement System prospectively for each
year pursuant io A.C.A. § 24-2-701 and A.C.A. § 24-7-401.

2. The Arkansas Teacher Retirement System shall annually notify participating
employers of the employer contribution rate established by the Board for the
upcoming fiscal year.

3. Pursuant to A.C.A. § 24-7-103, participating employers shall pay the Teacher
Retirement employer contributions for eligible employees in accordance with
these rules and regulations.

RULES FOR EMPLOYEE AND EMPLOYER REMITTANCES AND REPORTS
(A.C.A. §§ 24-7-401, 411)

1. Remittances of employee and employer contributions are due monthly.

2. Employer reports required by the System are due on a monthly and quarterly
basis.

3. The employer reports required by the System must be on forms or electronic
media either furnished by the Teacher Retirement System or approved by the
System, and shall be accompanied by supporting documentation as
determined by the System.

4. An employer report or remittance by an employer shall not be delinquent if
received by the System on the 15" day of the month in which it is due or
postmarked by the 14" day of the month. If the 14" falls on Saturday,
Sunday, or a holiday, the postmarked date is extended to the next business

day.

5. A $150.00 late report penalty will be assessed on any required employer
report not received by its due date.

6. If an employer fails to remit employee or employer contributions by the date

due under No. 4 above, an interest penalty of 6% shall be assessed with daily
interest accrual until paid.

7-4-1



9.

The Board or its designee may, but is not required, to waive penalties and
interest due from an employer if in its discretion it finds:

A. The delinquency was not the result of the employer’s nondisclosure, fraud,
or other misrepresentation; and

B Based on the facts and circumstances, the required payment of the
penalties and/or interest would be unduly penal, burdensome, or
manifestly unjust.

The Board designates the Executive Director to waive penalties and interest
from an employer in an amount not to exceed $1,000 per fiscal year. The
Executive Director shall report to the Board any amounts excused under this
section. Any requést to waive employer penalties and interest exceeding
$1,000 per fiscal year shall be submitted to the ATRS Board for
consideration.

Annual billings for underpayments of employee or employer contributions that
result in a balance of $10 or less may be written off by the system.

RULES FOR REPORTING EMPLOYER CONTRIBUTIONS FOR ACTIVE
MEMBERS ( A.C.A. §§ 24-7-401, 411)

1.

The active employer contributions to be paid each fiscal year by participating
employers shall be the current employer contribution rate multiplied by the
active employees’ total salaries.

The Department of Education shall pay from the Public School Fund, in
accordance with rules established by the Board, the ATRS employer
contributions due for eligible employees of Cooperative Education Services
Areas, Vocational Centers, Arkansas Easter Seals, and the school operated
by the Department of Correction. ATRS shall certify to the Department of
Education at the close of each quarterly report the amount of employer
contributions due. The amount will be based on the employers’ reported
salaries.

The System may certify to the state’s Chief Fiscal Officer the names of
participating employers who are delinquent in reporting and remitting
contributions under this policy. Upon notification, the Chief Fiscal Officer may
direct a transfer of funds on deposit in the State Treasurer's Office for any
delinquent employer payments pius the six percent (6% interest penalty to
the System. (A.C.A. § 19-5-106)

Supplemental salary payment reports for previous years will be accompanied
by the employer contributions due.
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The Arkansas Teacher Retirement System shall return to participating
employers overpaid contribution amounts due to erroneous submission of
payments or incorrect reporting of Salary Option 2 (first $7,800.00) member
salaries. If an overpayment of a contribution amount is less than $25.00, the
refund will not be issued to the employer unless requested in writing by the
employer.

The Arkansas Teacher Retirement System shall not collect from participating
employers an underpayment of employer contribution amount if less than
$25.00.

For members retiring and who are employed by agencies or other institutions
that use the state’s 26-week payrolt schedule, employers should adhere to
and report the salary, contributions, and actual days worked through the
state’s fiscal year payroll schedule and for the termination date of
employment. Contributions should not be withheld on any salary earned after
the close of the current year's payroll, nor should any salary or days of
service be reported for that period of time.

RULES FOR REPORTING EMPLOYER CONTRIBUTIONS FOR T-DROP
MEMBERS (A.C.A. § 24-7-401, 1303 as amended by Act 743 of 2009 and A.C.A.
§ 24-2-701)

1.

The T-DROP employer contributions shall be the employer contribution rate
multiplied by the total T-DROP participant's salaries.

Effective July 1, 2009, the employer contribution rate for T-DROP participants
shall be the percentage rate established by the Board pursuant to A.C.A. §
24-7-401 for the fiscal year.

RULES FOR REPORTING EMPLOYER CONTRIBUT!ONS FOR RETIREES
(A.C.A. § 24-7-708 as amended by Act 743 of 2009)

1.

The retiree contribution rate shall be the employer contribution rate multiplied
by the total retirees’ salaries employed by participating employers for that
fiscal year.

Effective July 1, 2009, the employer contribution rate shall be the percentage
rate established by the Board pursuant to A.C.A.§ 24-7-401 for the fiscal year.

Amended: June 17, 2003

April 8, 2004

Reaffirmed: June 15, 2004
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Amended: July 18, 2005
April 26, 2007
February 11, 2008
December 18, 2009
Approved by Board: February 6, 2012
Amended: April 18, 2012
Effective: May 29, 2012

-~
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FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Administration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO. 501-682-1266 FAXNO. 501-682-6326 EMAIL: laurag@artrs.gov

To comply with Act 1104 of 1995, please complete the following Financial Impact Statement and file two
copies with the questionnaire and proposed rules.

SHORT TITLE OF THIS RULE  Reporting Employee and Employer Contributions (Rule 7-4)

1. Does this proposed, amended, or repealed rule have a financial impact? Yes| | No X

2. Does this proposed, amended, or repealed rule affect small businesses? Yes{ | No X
If yes, please attach a copy of the economic impact statement required to be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 et seq,

3. If you believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain.

N/A

4. If the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule. Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue General Revenue
Federal Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (Identify)
Total Total

5. 'What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fisca] Year Next Fiscal Year

$ $

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain.
Current Fiscal Year Next Fiscal Year

$ $




Summary of Proposed Rule Change
For
Arkansas Teacher Retirement System

Reporting Emplovee and Emplover Contributions (Rule 7-4)

Substantive changes:

Allows an underpaid balance of an employee or employer contribution of less than
$10.00 to be written off for accounting purposes. This change saves ATRS time and
money since the cost of collection of such a de minimis amount would far exceed the

underpayment.

Non-substantive changes:
None
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Agency No. 088.00

PURCHASE OF SERVICE CREDIT/REPAYMENT

OF REFUNDS 12 0PR 30 A7 8: 50
SECIET, .--"-f#"r“ I,u
STATE EU’I A;rzk;’.lx?:?}\f%

DEFINITIONS

BY . S

1. Back Contributions — Mandatory contributions payable for service and
salary rendered in a covered position within the ATRS look-back period.

2. Private Schoo! Service - As defined in A.C.A. § 24-7-607, additionally,
employment under the Head Start Programs will also be considered private
school service and will have the same requirements for the issuance of
teaching licenses by the Arkansas State Department of Education.

GENERAL

The Arkansas code sets forth the service purchases available and the cost
mechanism to be used in service purchases. The various types of service that
can be purchased and the definitions for these are in the code. Unless greater
explanation is required, the code’s provisions are self-effecting without the need
to be placed in the policy.

Actuarial cost for purchase of service does not include adjustments to salary and
service that are made in order to properly reflect the member’s mandatory salary
and service records. In addition, the actuarial cost of service does not apply to
free military service credit that is established with ATRS.

The actuarial cost for purchase of service shall use the member's highest salary
year as the formula's "base year." The base year shall always be the member's
highest salary year unless the highest salary year is more than 150% greater
than the next highest salary year; in that case, the best two salary years shall be
added together and divided by two to establish the base year for the formula.

If a member does not have sufficient full service years to establish the base year
for the purchase formula, then each partial year's service percentage shall be
divided into each partial year's salary to establish a full year salary from the
partial year salary to determine the base year for the formula.

Salaries for actuarially purchased service shall not be used in the calculation of
final average salary except for repaid refunds for mandatorily reported service
within the refunded service.

All actuarially purchased service; shall be purchased as contributory.

8-1-1



Members seeking to purchase service with ATRS shall use forms developed by
ATRS staff to establish the service.

All service purchases must be accompanied by a service purchase commitment
statement. Once the service purchase stated on the service purchase
commitment statement is paid in full, the service purchase is final and may not be
cancelled by the member.

If an active member with an active purchase account dies, the member's spouse,
ATRS beneficiary, or legal representative shall have up to six (6) months to pay
the balance of the purchase account. If the purchase account is not paid in full
within six (6) months of the date of death, the purchase account is cancelled and
any payments shall be treated as part of the member's residual account balance.
ATRS may extend the six {8) month period for good cause shown.

SPECIAL PROVISIONS FOR THE REPAYMENT OF REFUNDEDP MEMBER
CONTRIBUTIONS

1. To be eligible to repay a refund, a person must be an active member of the
System. A person who has received a refund may reestablish active
membership by completing forty (40) days or more after reemployment by an
ATRS covered employer.

2. A member must purchase the total credited service forfeited by the refund in
order to purchase the refunded service.

3. If a member has received more than one refund, repayment must be made in
inverse order. The most recent refund account must be paid in full before a
previous refund account can be purchased.

Adopted: June 15, 2004
Amended: April 26, 2007

July 1, 2011 (Emergency)
Adopted: August 8, 2011
Effective:; November 11, 2011
Approved by Board: February 6, 2012
Amended: April 18, 2012
Effective: May 29, 2012

8-1-2



FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Administration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO. 501-682-1266 FAX NO. 501-682-6326 EMAIL: laurag@artrs.gov

To comply with Act 1104 of 1995, please complete the following Financial Impact Statement and file two
copies with the questionnaire and proposed rules.

SHORT TITLE OF THIS RULE  Purchase of Service Credit/Repayment of Refunds (Rule 8-1)

1. Does this proposed, amended, or repealed rule have a financial impact? Yes [ | No X
2. Does this proposed, amended, or repealed rule affect small businesses? Yes{ | No

If yes, please attach a copy of the economic impact statement required fo be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 et seq.

3. If you believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain.

N/A

4, Tf the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule. Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue General Revenue
Federal Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (1dentify)
Total Total

5. What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fiscal Year Next Fiscal Year

$ $

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain.
Current Fiscal Year Next Fiscal Year

8 $




Summary of Proposed Rule Change
For

Arkansas Teacher Retirement System

Purchase of Service Credit/Repayment of Refunds (Rule 8-1)

Substantive changes:
Sets out the procedure for a member who wants to buy service with ATRS,

including the signing of a commitment statement, which, once fulfilled, is
irrevocable. Also sets out who is eligible to repay to ATRS an amount previously
refunded to the member, for a member who wants to reestablish service credit and
member coniributions in ATRS.

Non-substantive changes:
None
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Agency No. 088.00

FED
REFUNDS OF MEMBER CONTRIBUTIONSY.
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RULES 1

1.

Should an overpayment of contributions of less than $25.00 be reported from
the local level, no refund of this amount will be made to the member, except

upon the written request from the member. The total amount reported by the

employing authority shall be credited to contributions.

On refunded contributions, the rate for all interest credited before June 30,
1984, is 3%, compounded annually, after the first year of contributions. The
rate of interest credited on June 30, 1984, through June 30, 2008, is 6%,
compounded annually, after the first year of contributions. The rate of interest
credited for June 30, 2010, through June 30, 2011, is 2%, compounded
annually after the first year of contributions. Beginning June 30, 2012, the
interested rated shall be 1% compounded annually after the first years
contributions. Payable interest shall be computed on each member's
individual account as of June 30 each year by multiplying the balance in the
member's individual account as of July 1 (including all contributions and
interest credit from previous years) plus one-half (1/2) of the contributions for
the year ending on June 30 by the annual applicable interest percentage rate.

The Board may change the interest rate on refunded contributions for future
years by Resolution stating the new interest rate, the date that the new
interest rate will become effective, and any other features of the interest rate's
implementation.

4. Regular interest is not paid on contributions made in the year in which a refund

is paid.

As of July 1, 2012, ATRS no longer requires a hardship in order to pay a
refund in no more than two payments on a direct payment to the member.
Upon receipt of a properly completed refund application, ATRS will issue a
refund for all member contributions that have been closed on the books of
ATRS. Any amount due in a second payment will be made when all quarters
of service the member worked are closed on the books of ATRS. Rollovers
will be made in one payment when all quarters of service worked have been
closed on the books of ATRS,

6. The effective date of a refund is the date that ATRS first issues payment of a

refund.
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Amended: July 18, 2005
. February 1, 2010 under emergency rules.
June 7, 2010 Permanent
July 1, 2011 (Emergency)

Adopted: August 8, 2011

Effective: November 11, 2011
Approved by Board: February 6, 2012
Amended: April 2, 2012 (Emergency)
Effective: May 29, 2012
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FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Administration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO. 501-682-1266 FAXNO. 501-682-6326 EMAIL: laurag@artrs.gov

To comply with Act 1104 of 1995, please complete the following Financial Impact Statement and file two
copies with the questionnaire and proposed rules.

SHORT TITLE OF THIS RULE Refund of Member Contributions (Rule 8-2)

1. Does this proposed, amended, or repealed rule have a financial impact? Yes || No
2. Does this proposed, amended, or repealed rule affect small businesses? Yes[ | No X

If ves, please attach a copy of the economic impact statement required to be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 et seq.

3. Ifyou believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain.

N/A

4. If the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule. Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue General Revenue
Federal Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (Identify)
Total Total

5. What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fiscal Year Next Fiscal Year

$ : $

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain,
Current Fiscal Year Next Fiscal Year

$ $




Summary of Proposed Rule Change
For
Arkansas Teacher Retirement System

Refunds of Member Contributions (Rule 8-2)(Emergency)

Substantive changes:

Sets the rate of interest for refunded contributions for the fiscal 2011-12 year.
Also allows the Board to change the interest rate going forward by resolution,
rather than by rule change. Removes the "hardship” requirement that a member
has to prove before receiving a refund of member confributions from ATRS.
Thus, ATRS no longer has to make a judgment call on the facts presented by a
member claiming to have a hardship that justifies a refund of the member's
contribution.

Non-substantive changes:
None
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FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Administration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO. 501-682-1266 FAX NO. 501-682-6326 EMAIL: laurag@artrs.gov

To comply with Act 1104 of 1995, please complete the following Financial Impact Statement and file two
copies with the questionnaire and proposed rules.

SHORT TITLE OF THIS RULE  Repayment of Refunded Member Contributions (Rule 8-3)

1. Does this proposed, amended, or repealed rule have a financial impact? Yes|[ ] No
2. Does this proposed, amended, or repealed rule affect small businesses? Yes [ ] No [X]

If yes, please attach a copy of the economic impact statement required to be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 et seq.

3. If you believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain.

N/A

4, If the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule. Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue General Revenue
Federal Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify} Other (Identify)
Total Total

5. What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fiscal Year Next Fiscal Year

$ | $

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain.
Current Fiscal Year Next Fiscal Year

$ $
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Agency No. 088.00

%..”'S
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1. Prior to July 1, 2011, any service purchase commitment statement provided
by a member to ATRS constitutes an agreement between ATRS and the
member for ATRS to allow the member to complete the service purchase
stated on the commitment form unless withdrawn or cancelled by the
member. Failure of a member to complete the terms of the service purchase
agreement authorizes ATRS to cancel the agreement. However, a service
purchase commitment may be modified in terms of types of payment,
duration, and the service being purchased, except the service being
purchased cannot be increased and any decrease must otherwise be in
compliance with ATRS law and policy.

2. An agreement to complete payment of purchase account shall exist upon
acceptance of the initial payment.

Adopted: June 15, 2004
Approved by Board: February 6, 2012
Amended: April 18, 2012
Effective: May 29, 2012
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FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Administration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO. 501-682-1266 FAX NO. 501-682-6326 EMAIL: laurag@artrs.gov

‘To comply with Act 1104 of 1995, please complete the following Financial Impact Statement and file two
copies with the questionnaire and proposed rules.

SHORT TITLE OF THIS RULE _Purchase Payment Rules (Rule 8-5)

1. Does this proposed, amended, or repealed rule have a financial impact?  Yes| ] No
2. Does this proposed, amended, or repealed rule affect small businesses? Yes| | No

If yes, please attach a copy of the economic impact statement required to be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 ef seq.

3. If you believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain.

N/A

4, If the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule. Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue General Revenue
Federal Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (Identify)
Total Total

5. What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fiscal Year Next Fiscal Year

$ $

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain.
Current Fiscal Year Next Fiscal Year

$ $




Summary of Proposed Rule Change
For
Arkansas Teacher Retirement System

Purchase Payment Rules {Rule 8-5)

Substantive changes:
Provides for the service purchase commitments made before the enactment Act 69 of

2011 to continue, or be modified in compliance with the law, unless withdrawn or
cancelled by the member.

Non-substantive changes:
None
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Agency No. 088.00
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CANCELLATION OF PURCHASE, §ga\ncgw

i)

ACCOUNTS

1. An established purchase account may be cancelled if the request is submitted
in writing by the member and approved by the Accounting Reporting
Department. The amount of payments to date will be returned to the member
without interest unless the payment of interest is statutorily mandated.
Purchase account payments through employer pick-up cannot be cancelled
until (a) the number of payments on IPA is completed, (b) the member
terminates employment, or (¢) the member retires.

2. The cancelled purchase account may be refunded under certain conditions:

A. Accounts paid only with after-tax contributions can be returned to the
member.

B. Accounts paid only with employer pick-up contributions cannot be returned
to the member uniess the member terminates employment or retires.

C. Accounts paid only with rollover/transfer contributions may be rolled to
another qualified plan or refunded to the member minus federal taxes.

D. Accounts paid with a combination of after-tax and rollover/transfer may be

refunded.
Adopted: June 15, 2004
Approved by Board: February 6, 2012
Amended: April 18, 2012
Effective: May 29, 2012
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FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Administration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO. 501-682-1266 FAX NO. 501-682-6326 EMAIL: laurag@artrs.gov

To comply with Act 1104 of 1995, please complete the following Financial Impact Statement and file two
copies with the questionnaire and proposed rules.

SHORT TITLE OF THIS RULE  Cancellation of Purchase Service Accounts (Rule 8-6)

1. Does this proposed, amended, or repealed rule have a financial impact? Yes [ ] No [X]

2. Does this proposed, amended, or repealed rule affect small businesses? Yes [ ] No [X]
If yes, please attach a copy of the economic impact statement required to be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 et seq.

3. If you believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain.

N/A

4. If the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule. Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue (eneral Revenue
Federai Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (Identify)
Total Total

5. What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fiscal Year Next Fiscal Year

$ $

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain. _
Current Fiscal Year Next Fiscal Year

$ $




Summary of Proposed Rule Change
For
Arkansas Teacher Retirement System

Cancellation of Purchase Service Accounts (Rule 8-6)

Substantive changes:
Removes the "hardship"” requirement that a member must prove to ATRS before a
purchase service account can be cancelled.

Non-substantive changes:

Substitutes the specific department at ATRS, the "Accounting Reporting Department”,
for the previously cited "ATRS Administration" as the correct department to file a
cancellation request.
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FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Administration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO. 501-682-1266 FAX NO. 501-682-6326 EMAIL: laurag{@artrs.gov

To comply with Act 1104 of 1995, please complete the following Financial Impact Statement and file two
copies with the questionnaire and proposed rules.

SHORT TITLE OF THIS RULE  Free Teaching Service Before 1937 (Rule 8-8)

1. Does this proposed, amended, or repealed rule have a financial impact? Yes [ ] No [X]

2. Does this proposed, amended, or repealed rule affect small businesses? Yes [} No [X]
If yes, please attach a copy of the economic impact statement required to be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 et seq.

3. If you believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain,

N/A

4. If the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule. Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue General Revenue
Federal Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (Identify)
Total Total

5. What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fiscal Year Next Fiscal Year

$ $

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain.
Current Fiscal Year Next Fiscal Year

$ $
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RULES (as amended by Acts 468 and 743 of 2009) BY

A
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Disability retirement benefits shall commence the first day of the calendar
month following the date the member is found to be disabled by the
Medical Committee or up to two (2) full calendar months after the Medical
Committee meets if the member is wrapping up final work for which the
member is paid. Termination of active membership for disability benefits
shall be the last date of any employer payment to the member due to the
employment relationship. Paid sick leave, Family Medical Leave Act
(FMLA) leave, if granted for the disability applicant, and other medical
leave granted by the employer shall extend the date of active
membership; however, service credit shall only include the days of service
credit if it was for paid sick leave from the covered employer.

If a disability is determined to exist by the Medical Committee, disability
retirement benefits shall commence on the date of the member's
termination of active membership. Termination of active membership
means when all employer payments to the member have ceased due {o
the end of the employee/employer relationship.

If the application for disability retirement benefits is denied and the
member elects voluntary retirement, the effective date for retirement shall
be determined by the date the disability retirement application is filed.

If an active member dies after applying for disability retirement, the
following will apply:

1. If the member dies after the disability application is received by the
System but before disability retirement is approved, then the System
shall consider the member to have died in “active” service and survivor
benefits under A.C.A. § 24-7-710 shall be paid.

The annuity formuta for computing disability retirement benefits is the
same as for voluntary age and service retirement.

For all disability retirement applications approved by the Medical
Commitiee after May 31, 2011, in accordance with rule making authority
granted to the ATRS Board under A.C.A. § 24-7-706(v), the Board shall
allow a disability retiree at the time of retirement to designate and Option

9-4-1



A or Option B beneficiary. Option C beneficiaries shall not be available to
disability retirees.

1. If a disability retiree designates an Option A or Option B spouse
beneficiary, and the disability retiree dies before reaching age 60,
then the same rules that apply 1o active member option
beneficiaries shall apply to the disability Option A and Option B
beneficiaries under A.C.A. § 24-7-710(a)(C).

2. If a disability retiree designates an Option A or Option B
incapacitated child beneficiary, and the disability retiree dies before
reaching age 60, then the same rules that apply to an active
member surviving child shall apply to the disability Option A or
Option B beneficiary under A.C.A. § 24-7-710(c) until the disability
retiree would have turned age 60, then the Option A or Option B
incapacitated child beneficiary shall receive the greater of the
surviving child annuity under A.C.A. § 24-7-710(¢) or the Option A
spouse annuity under A.C.A. § 24-7-710(a).

G. Disability retirants who are disapproved for further disability annuities due
to a medical examination reviewed by the Medical Committee shall be
removed from the System’s retirant payroll the earlier of six months
following the review date or the first of the month following the return to
covered employment.

H. If a member is approved for disability retirement but continues to work,
he/she must terminate employment by the proposed disability retirement
effective date. If covered employment is not terminated after receiving
notice of the proposed effective date, disability retirement will be
cancelled, the member will be considered active, and is eligible to reapply
for disability retirement as long as the member is otherwise qualified to
apply for disability retirement.

l. If a member applies for disability retirement and is disapproved, he/she
has the right to file a new disability application submitting additional
information for review as long as the member remains active.

Amended: June 15, 2004
July 18, 2005
June 19, 2007

9-4-2



December 18, 2009

July 1, 2011
Adopted: August 8, 2011
Effective: November 11, 2011
Approved by Board: February 6, 2012
Amended: April 18, 2012
Effective: May 29, 2012
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FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Administration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO. 501-682-1266 FAX NO. 501-682-6326 EMAIL: laurag@artrs.gov

To comply with Act 1104 of 1995, please complete the following Financial Impact Statement and file two
copies with the questionnaire and proposed rules,

SHORT TITLE OF THIS RULE  Disability Retirement (Rule 9-4)

1. Does this proposed, amended, or repealed rule have a financial impact? Yes[ ] No X

2. Does this proposed, amended, or repealed rule affect small businesses? Yes|[_] No [X]
If yes, please attach a copy of the economic impact statement required to be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 et seq.

3. If you believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain,

N/A

4. If the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule., Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue General Revenue
Federal Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (Identify)
Total Total

5. What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fiscal Year Next Fiscal Year

$ ' $

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain.
Current Fiscal Year Next Fiscal Year

$ $




Summary of Proposed Rule Change
‘ For
Arkansas Teacher Retirement System

Disability Retirement (Rule 9-4)

Substantive changes:

Sets clearer parameters for the date of the start of payment of disability retirement
benefits if a member is still receiving payments from the employer. Defines termination
of active membership. Clarifies that a member can reapply for disability retirement.

Non-substantive changes:
None
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DEFINITIONS

1. Annuity Options - The member’'s election at retirement of the annuity that
shall be paid throughout the retiree’s life in accordance with A.C.A. § 24-7-
706,

2. Option Beneficiary - A person{s) nominated by the retiree by written
designation duly executed and fited with ATRS at the time of retirement who,
if eligible, will receive annuity payments under the annuity option chosen by
the retiree after the retiree’s death.

3. Marriage Dissolution - A final decree of divorce, separate maintenance, or
annuiment duly executed by a court of competent jurisdiction and filed of
record in the Office of the Ex Officio Recorder.

4. Person — An individual, corporation, partnership, or other legal entity.

5. Residue — The member’'s accumulated contributions, including regular
interest standing in the member’s credit at the time of his/her retirement.

6. Residue Beneficiary — A person{s) nominated by the member/retiree to
receive the residue, if any, at the termination of any option annuities payable
on account of the retiree’s death under A.C.A. § 24-7-708.

RULES

Before the date the first payment of an annuity becomes due, a member retiring
on age and service or disability may elect to receive an annuity payable as
provided in one of the following (Disability retirement option nghts are modified
as set forth in policy 9-4):

1. Option 1: A straight life annuity payable monthly for the life of the retiree.
Upon the retiree’s death, if the retiree has not received payments equal to the
residue amount, the residue remaining, if any, shall be paid to the residue
beneficiary. If no residue beneficiaries survive the retiree, the residue will be
paid to the retiree’s estate.

9-7-1



FILED

2, Effect of Option 1 Retiree’s Death within the First Year of Retiremént-,; 0y

If an Option 1 retiree dies within one year of retirement, and }lI?S o haffspbbé’é gl
qualifies for Option A benefits, the spouse may elect to cancel the Option 1 "
annuity in effect and elect Option A (100% survivor annuity) abtﬁa} Flme ,I; *:,"

ATE OF ARIAHSAS
The election shall become effective the first day of the morith-following.receipt_____
of the election form by ATRS. If the spouse elects Option A, the residue, if
any, will not be paid until the Option A beneficiary’s death.

3. Persons Eligible as Option A or Option B Beneficiaries at the Time of
Retirement

In order to be nominated as an Option A or B beneficiary, the person must be
one of the following:

A. The retiree’s spouse (if the retiree has been married to the spouse for at
least one (1) year prior to the first annuity payment being paid to the
retiree); '

B. A dependent child (regardiess of age) who has been ruled physically or
mentally incapacitated by a court of competent jurisdiction.

4. Eligibility of a Spouse to Become an Option A or Option B Beneficiary
after a Member's Retirement.

If a member was married to his or her spouse for less than one (1) year upon
his or her effective retirement date or the member marries after his or her
effective retirement date, then the member may elect to cover the spouse
after being married for one (1) year. Upon meeting the one (1) year matrriage
requirement, the member shall have six (6) months to file an election to cover
his or her spouse under either Option A or Option B. The written election
must be filed on a form approved by ATRS.

5. Emancipation of Incapacitated Child Option Beneficiary.

If an incapacitated child, who has been adjudged physically or mentally
incapacitated by a court of competent jurisdiction, is nominated as an Option
A or Option B beneficiary, and a court has determined that the incapacity
issue no longer indicates incapacitation, or the incapacitated person is
emancipated through marriage or dies, then the member may request ATRS
to remove the incapacitated child from the member's account. Proof of the
court's decision shall be by a copy of the court order, proof of emancipation
shall be by a copy of the child's marriage license, or proof of death shall be by
the death certificate.

9-7-2



Once proof is provided, the member may elect to return to Option 1 at that
time, or if the member is married, the member shall have six months to
designate the member's spouse as the member's option beneficiary. The
election shall become effective the first day of the month following receipt of
the election form by ATRS.

6. Limited Election Window for a Pre-July 1, 2011, Retiree to Modify His or
Her Option Designation when Marrying after Retirement.

If a retiree married after retirement and designated his or her spouse as an
Option B beneficiary, then the retiree may modify that beneficiary election
from an Option B beneficiary election to an Option A beneficiary election, if
the election is made on an ATRS form and is submitted to ATRS on or before
June 30, 2012. If the retiree submits a form fo modify the election to an
Option A benefit, the election becomes effective on the first day of the month
following receipt of the form by ATRS, The Option A benefit shall be
calculated as if the retiree made the Option A election on the same date the
Option B election was made; however, the additional reduction in benefits
shall only apply after the effective date of the Option A election.

7. Residue Paid Upon Death of Option Annuitant

If after a retiree dies, an option annuity becomes payable, but the option
beneficiary dies prior to the retiree and the option beneficiary receiving
annuity payments equal to the residue amount, the residue, if any, shali be
paid to member's residue beneficiary. If no residue beneficiary is nominated
or survives upon the death of the option beneficiary, the residue remaining, if
any, shall be paid to the last surviving option beneficiary's estate.

8. Final Benefit Check

Benefits are payable through the month in which the last option beneficiary's
death occurs. If the option beneficiary dies prior to receiving the last check,
ATRS will pay the final check in the normal manner paid prior to death. If
payment of the final check in the normal course becomes impossible, the final
option beneficiary’s annuity check will be returned to the System.

9. Eligible Residue Beneficiaries
Any “person” as defined in this policy is eligible to be designated by the
member to receive the residue, if any, payable upon the member’s death

including individuals, trusts, estates, corporations, and other legally
recognhized entities.
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Amended:

Adopted:
Effective:
Adopted by Board:
Amended
Effective:

June 15, 2004

February 7, 2006

April 26, 2007

July 1, 2011 (Emergency)
August 8,1 2011
November 11, 2011
February 6, 2012

April 18, 2012

May 29, 2012
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FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Administration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO. 501-682-1266 FAX NO. 501-682-6326 EMAIL: laurag@artrs.gov

To comply with Act 1104 of 1995, please complete the following Financial Impact Statement and file two
copies with the questionnaire and proposed rules.

SHORT TITLE OF THIS RULE  Annuity Options and Disposition of Residue after Retirerent

(Rule 9-7)
1. Does this proposed, amended, or repealed rule have a financial impact? Yes| | No X
2. Does this proposed, amended, or repealed rule affect small businesses? Yes[ | No X

If yes, please attach a copy of the economic impact statement required fo be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 et seq.

3. If you believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain.

N/A

4, If the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule. Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue General Revenue
Federat Funds ' Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (Identify)
Total Total

5. What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fiscal Year Next Fiscal Year

3 -3

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain.
Current Fiscal Year Next Fiscal Year

$ $




Summary of Proposed Rule Change
For
Arkansas Teacher Retirement System

Annuity Options and Disposition of Residue after Retirement (Rule 9-7)

Substantive changes:
Provides for an incapacitated child to be removed from the member's account if the

incapacitated child is emancipated, marries, dies, or is otherwise found by a court to no
longer be incapacitated. This change simultaneously affects the election of options with

respect to the spouse as well.

Non-substantive changes;
Correction of typographical errors.
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DEFINITIONS
1. ATRS means the Arkansas Teacher Retirement System.

2. Board means the Board of Trustees of the Arkansas Teacher Retirement
System.

3. DROP means a deferred retirement option plan enacted by the General
Assembly and administered under ATRS or a reciprocal system.

4. Fiscal Year means the operating year for the State of Arkansas that begins
on July 1 of each calendar year and ends on June 30 of the next calendar
year.

5. Participant means a member who elects to participate in T-DROP under
A.C.A. § 24-7-1301 et seq. by authorizing ATRS to make plan deposits, plan
interest, or 10-year plus T-DROP interest into a member’s T-DROP account.

6. Plan deposits means the deposits made to each participant's T-DROP
account pursuant to A.C.A. § 24-7-1306.

7. Plan interest means the rate per annum, compounded annually on June 30,
as the Board shall set and adopt at the end of each fiscal year, credited
annually in each T-DROP participant’s T-DROP account. The interest rate
shall be 2% less than the System's average rate of return with a maximum of
6% and minimum of 2%. The Board will determine the interest rate for the
following fiscal year based upon the rate of return for the immediately
preceding twelve-month period ending March 31 prior to the start of such
fiscal year. The initial calculation of this rate shall begin March 31, 2005, for
interest to be credited in the 2005-2006 fiscal year.

8. Quarter means one-fourth (1/4) of a fiscal year. The four (4) quarters
applicable in this rule are:

1% Quarter: July 1 through September 30
o™ Quarter: October 1 through December 31
3 Quarter: January 1 through March 31

4" Quarter:  April 1 through June 30
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9. T-DROP means the Teacher Deferred Retirement Option Plan established by
ATRS under Act 1096 of 1995.

10.T-DROP Cash Balance Account means the financial account set up for a
participant who elects to defer distribution of his or her T-DROP account at a
time that he or she is eligible to receive a lump-sum distribution of the T-
DROP balance.

11.T-DROP Cash Balance Account Interest means the interest rate per annum
applicable to a member's T-DROP Cash Balance Account, compounded
annually and credited on June 30 into a participant's T-DROP Cash Balance
Account. The interest rates payable on the T-DROP Cash Balance Accounts
are set forth in this rule in subsection 4 of the section titled "T-DROP CASH
BALANCE ACCOUNT". The annual T-DROP Cash Balance Account
interest rate shall be applied to T-DROP Cash Balance Accounts that have
been held for at least one (1) fiscal year by the System.

12.T-DROP Service Credit shall be determined using the same rules that apply
for service credit for an active member with the exception that “on call”
availability shall not be used for T-DROP service credit requirements.

13.10-year plus T-DROP interest means the rate per annum, compounded
annually, as the Board shall set and adopt at the end of each fiscal year,
credited on June 30 into a member’s T-DROP account that meets the
following criteria:

A. The member participated in T-DROP for ten (10) years and continued
employment with an ATRS covered employer; and

B. The member has not retired.
T-DROP PARTICIPATION and ACCOUNT CREDIT

Effective July 1, 1985, in lieu of terminating employment and retiring under
A.C.A. § 24-7-701, an active member of ATRS may elect to participate in T-
DROP and continue to work for a covered employer. By continuing covered
employment, the participant defers receipt of retirement benefits until a later date.

During participation in T-DROP, ATRS shall credit each participant's T-DROP
account with plan deposits and plan interest.

The plan interest rate determined by majority vote of the Board is final and
binding upon ATRS and shall not be adjusted based on any revised rate of return
reported after that date.

The 10-year plus T-DROP interest rate shall be set by the Board at same
meeting that the plan interest rate is set. The 10-year plus T-DROP interest rate
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. is limited to a maximum of six percent (6%) and a minimum of four percent (4%).
The 10-year plus T-DROP interest rate will be credited to the participant's T-
DROP account on June 30" of each year.

The initial 10-year plus T-DROP interest rate for 2010 is set at four percent (4%)
and will be credited to the participant’s T-DROP account on June 30, 2010. The
10-year plus T-DROP interest rate shall be set prospectively by the Board prior to
the beginning of each fiscal year and that interest rate shall be credited to the
patticipant's T-DROP account June 30" of the following year.

The 10-year plus T-DROP interest rate for each year determined by majority vote
of the Board is final and binding upon the ATRS and shall not be adjusted based
on any revised rate of return reported after that date.

RULES

1. To participate in the T-DROP, the member shall have twenty-gight (28) or
more years of ATRS service credit. For reciprocal service, refer to the section
in this rule titted “DROP PARTICPATION UNDER RECIPROCAL
SYSTEMS”.

2. To participate in the T-DROP, the member shall make the election on an
application form approved by ATRS.

3. Upon review of the member's application, ATRS shall determine if the
member meets the eligibility requirements specified in A.C.A. § 24-7-1302,
and approve or disapprove the application.

4. If the member meets the eligibility requirements, the member’s T-DROP
participation will begin the July 1 after the application is approved.

5. The participant’s T-DROP benefit will be the monthly straight life annuity
benefit to which the member would have been entitled had the member
retired under A.C.A. § 24-7-701. The participant’s T-Drop benefit may be
reduced under the conditions of No. 7 below. The T-DROP deposit shall not
include the benefits provided in A.C.A. § 24-7-713(b) (stipend).

6. Plan deposits shall be a percentage of the T-DROP benefit, as follows:

A. One hundred percent (100%) reduced by the product of one percent
(1.0%) muiltiplied by the number of years of contributory service credit and
fractions thereof, plus,

B. One hundred percent (100%) reduced by the product of six-tenths percent

(0.6%) muitiplied by the number of years of noncontributory service credit
and fractions thereof.
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C. i. Inthe event a participant whose effective date in the T-DROP is before
September 1, 2003, has more than thirty (30) years of service, the
years of service above thirty (30) years shall be reduced by one-half of
one percent (0.5%) for contributory years and three-tenths of one
percent (0.3%) for noncontributory years.

ii. Beginning July 1, 2001, when a participant whose effective date in the
T-Drop is before September 1, 2003, reaches normal retirement age,
the plan deposits shall be 100% with no reduction.

iii. For a participant whose effective date in the T-Drop is September 1,
2003, or after, and who has more than thirty (30) years of service, the
plan deposits for the years of service above thirty (30) years shall be
reduced under Nos. 6A and 6B.

iv. For a participant whose effective date in the T-Drop is September 1,
2003, or after, the plan deposits for a participant who reaches normal
retirement age shall continue as reduced under Nos. 6A and 6B.

7. A participant's plan deposit will incur an additional reduction of 0.5% for each
month the member lacks having thirty (30) years of credited service.

8. A participant may elect an annuity option provided in A.C.A. § 24-7-706. The
election shall be made at the time the participant separates from service and
is granted a monthly retirement benefit or files for retirement upon reaching
normal retirement age.

9. A member’s participation in T-DROP shall not exceed ten (10) consecutive
calendar years for accruing plan deposits.

If a participant continues covered employment after completing ten (10) years
in T-DROP, the T-DROP account will be credited with 10-year plus T-DROP
interest as set by the Board. Benefits payable at retirement will be based on
the account balance the month before the participant begins drawing
retirement benefits.

10. The annuity upon which plan deposits are calculated shall receive the cost-
of-living increase provided for in A.C.A. § 24-7-713(a) or § 24-7-727. The
annuity plus the cost-of-living increase is reduced or adjusted under the
procedure described in No. 6 above,

11. If a T-DROP participant elects to retire and ATRS distributes the T-DROP
account to the participant, the participant shall not be allowed to reenroli in
T-DROP.

12. As soon as possible after the end of each fiscal year, ATRS shall furnish the
participant an annual statement of the participant’s T-DROP account. The
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statement of T-DROP deposits and interest will not be final until the annual
accounting has been reconciled for part-time T-DROP participants.

13. Service Credit of 160 days or greater within a fiscal year while in T-DROP
participation without termination, retirement, or death will allow crediting of
twelve (12) monthly T-DROP deposits per fiscal year.

14. Part time employment while participating in the T-DROP plan:

a. In the first or fourth quarter of the fiscal year, five (5) or more days of
service credit shall be required to credit the T-DROP participant's
account with three (3) monthly deposits for that particular quarter. Ifa T-
DROP participant receives less than five (5) days of service credit in
either the first or fourth quarter of the fiscal year, then no T-DROP
deposits shall be made in the three months for that particular quarter.

b. In the second or third quarters of the fiscal year, fifteen (15) or more
days of service credit shall be required to credit the T-DROP
participant's account with three (3) monthly deposits for that particular
quarter. If a T-DROP participant receives less than fifteen (15) days of
service credit in either the second or third quarter of the fiscal year, then
no T-DROP deposits shall be made in the three months for that
particular quarter.

CEASING T-DROP AND DISTRIBUTION OPTIONS
1, Participation in T-DROP ceases when:

a. The participant separates from service and is granted a monthly
retirement benefit from ATRS or a reciprocal plan; or

b. The participant reaches normal retirement age and retires without
separation from service, or

c. The participant separates from covered employment but does not apply
for monthly retirement benefits; or

d. The participant dies.

2. Any lump-sum distribution of a participant's T-DROP account balance is
eligible to be rolled over into a qualifying retirement plan. The ATRS shall
only roll over the T-DROP lump sum balance into one qualifying plan.

3. A participant may direct that all or a part of his or her lump-sum distribution
as set forth in Ark. Code Ann. §24-7-1308 continue to be held by ATRS in a
T-DROP Cash Balance Account described in this rule in the section titled
"T-DROP CASH BALANCE ACCOUNT".
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The T-DROP is intended to operate in accordance with Section 415 and
other applicable sections of the IRS Code. Any provision of the T-DROP
that conflicts with an applicable provision of the IRS Code is invalid.

If a participant separates from covered employment but does not apply for
monthly retirement benefits, the T-DROP monthly deposit shall cease the
month of separation from service. No deposits will be credited to the
participant’s account for the duration of the separation. Upon returning to
covered employment, the monthly deposits will resume. Upon application
for retirement, benefits will be paid according to the account balance at the
time of separation from service or the month prior to the effective date of
benefits after reaching normal retirement age.

If a T-DROP participant leaves ATRS-covered employment to serve, on a
voluntary or involuntary basis, in the uniformed services of the United States
and returns to ATRS-covered employment, the member shall be treated as
not having incurred a break in service with the employer. The employer
shall certify to the ATRS that reemployment was in accordance with the
requirements set forth in Section 4312 of P.L.103-388, the Uniformed
Services Employment and Reemployment Act (USERA) of 1994,

Under this subsection, uniformed services of the United States are limited to
the armed forces, the Army, and the Air National Guard when engaged in
active duty for training, inactive duty training, full-time National Guard duty,
the commissioned corps of the Public Health Service, and any other
category of persons designated by the President in time of war or
emergency.

DEATH OF A T-DROP PARTICIPANT PRIOR TO RETIREMENT

1.

In the event a T-DROP participant dies, the benefits payable from the T-
DROP account shall be determined according to A.C.A. § 24-7-710.

2. A T-DROP participant's surviving spouse may choose 1o receive the T-DROP

benefit in a lump sum. If the spouse elects a lump-sum payment of the T-
DROP balance, the survivor annuities payable under A.C.A. § 24-7-710 shall
be calcutated on the service credit and salary earned by the member prior to
participating in T-DROP.

For the purposes of A.C.A. § 24-7-709 related to disposition of residue, any
amount received from the T-DROP account, either in the form of a lump sum
or annuity payments, shall be considered to be annuity payments received by
the member or his or her designated beneficiary and shall act to reduce or
eliminate the disposition of residue payable under A.C.A. § 24-7-1310(c).

DROP PARTICIPATION UNDER RECIPROCAL SYSTEMS

10-3-6



1. If a reciprocal system offers a DROP for its members, service credit in ATRS,

a reciprocal system, or the combination of service credit in the systems may
be counted to meet the minimum service credit requirements for participation
under each system's DROP.

2. The benefit payable by the reciprocal system shall be based on the DROP

provisions of each system. The final average salary used to determine plan
deposits shall be that of the reciprocal system which furnishes the highest
final average salary at the time of retirement. Each reciprocal system shall
use the method of computing final average salary stipulated by its law.
Salaries earned in the Arkansas Judicial Retirement System and alternate
retirement plans shall not be used in computing final average salary.

Plan deposits and plan interest credited to the DROP account will be paid
under the deferred retirement option program in effect for that reciprocal
system.

4. ATRS shall promulgate rules and regulations to coordinate its benefits with

any reciprocal system providing a DROP.

T-DROP CASH BALANCE ACCOUNT

1.

At the time that a T-DROP patrticipant may elect to receive a lump-sum
distribution of the participant's T-DROP account balance, the participant may
elect to defer all or a part of his or her T-DROP account and direct that such
amount be held in a T-DROP Cash Balance Account for the participant. If a
member chooses to defer only part of the T-DROP distribution into a T-DROP
Cash Balance Account, the member's only other option is to annuitize the
remainder of the T-DROP distribution with ATRS on a 25%, 50%, or 75%
basis.

After the first full quarter of T-DROP Cash Balance Account participation, a
participant with a T-DROP Cash Balance Account balance may withdraw
funds from the account one time per quarter on such forms as the System
may issue. The system may allow a member to obtain an additional
withdrawal in a quarter for a manifest emergency. As provided in Ark. Code
Ann. §24-7-730, required minimum distributions will be made sufficient to
satisfy legal requirements, including Internal Revenue Code §401(a)(9).

A T-DROP Cash Balance Account that has been held at least one (1) full
fiscal year by the System shall be credited annually on June 30 with T-DROP
Cash Balance Account interest (computed on a weighted-average basis) and
debited for all withdrawals and distributions.

The initial interest rates for T-DROP participants electing o enter the T-DROP
Cash Balance Account program are set forth in this subsection. Members
establishing a T-DROP Cash Balance Account on or after July 1, 2012, shall
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receive interest on their T-DROP Cash Balance Account according to the
following schedule:

After one (1) complete fiscal year: 2.00% interest.
After two (2) complete fiscal years: 2.25% interest,
After three (3) complete fiscal years: 2.50% interest.
After four {(4) complete fiscal years: 2.75% interest.
After five (5) complete fiscal years: 3.00% interest.
After six (8) complete fiscal years: 3.25% interest.
After seven (7) complete fiscal years: 3.50% interest.
After eight (8) or more complete fiscal years: 4.00% interest.

These interest rates are minimum interest rates that apply to T-DROP Cash
Balance Accounts that are established while these rates are in effect. The T-
DROP Cash Balance Account interest may be increased by the ATRS Board
of Trustees on a forward-looking and Ad Hoc basis.

5. The interest rates set forth in subsection 4 above and payable on T-DROP
Cash Balance Accounts established on or after July 1, 2012, shall remain at
the initial rate set for July 1, 2012, T-DROP Cash Balance Account entrants
unless the ATRS Board of Trustees adopts a different interest rate schedule
to be used for future entrants to the T-DROP Cash Balance Account at least
one (1) year prior to the beginning of a fiscal year in which the new interest
rates shall apply. The ATRS Board of Trustees may adopt an interest rate
schedule for new entrants by Resolution, setting forth the new interest rate
schedule for the T-DROP Cash Balance Account. T-DROP Cash Balance
Accounts existing prior to the effective date of the Resolution shall be
unaffected by the new interest rate schedule.

6. Based upon interest rates and financial market conditions, the ATRS Board of
Trustees may approve Ad Hoc interest rate increases for T-DROP
participants in the T-DROP Cash Balance Account for a subsequent fiscal
year through Resolution adopted by the ATRS Board of Trustees.

7. If a participant dies with a T-DROP Cash Balance Account, the account
balance shall be paid as provided under Ark. Code Ann. §24-7-1310.

Approved: June 13, 1995
Amended: July 30, 1997
June 17, 2003
February 15, 2005
July 18, 2005
April 26, 2007
February 1, 2010 under emergency tules.

10-3-8



Adopted:

Effective:

Approved by Board:
Amended:

Effective:

June 7, 2010 Permanent
July 1, 2011 (Emergency)
August 8, 2011

November 11, 2011
February 6, 2012

April 2, 2012 (Emergency)
May 29, 2012
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FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT Arkansas Teacher Retirement System

DIVISION Adminisfration

PERSON COMPLETING THIS STATEMENT Laura Gilson

TELEPHONE NO. 501-682-1266 FAX NO. 501-682-6326 EMAIL: laurag@artrs.gov

To comply with Act 1104 of 1995, please complete the following Financial Impact Statement and file two
copies with the questionnaire and proposed rules.

SHORT TITLE OF THIS RULE  Teacher Deferred Retirement Option Plan (T-Drop) (Rule 10-3)

1. Does this proposed, amended, or repealed rule have a financial impact? Yes[_] No [X]

2. Does this proposed, amended, or repealed rule affect small businesses? Yes{ | No D4
If yes, please attach a copy of the economic impact statement required to be filed with the Arkansas
Economic Development Commission under Arkansas Code § 25-15-301 et seq.

3. If you believe that the development of a financial impact statement is so speculative as to be cost
prohibited, please explain.

N/A

4. If the purpose of this rule is to implement a federal rule or regulation, please give the incremental cost
for implementing the rule. Please indicate if the cost provided is the cost of the program.

Current Fiscal Year Next Fiscal Year
General Revenue General Revenue
Federal Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (Identify)
Total Total

5. What is the total estimated cost by fiscal year to any party subject to the proposed, amended, or
repealed rule? Identify the party subject to the proposed rule and explain how they are affected.
Current Fiscal Year Next Fiscal Year

$ $

6. What is the total estimated cost by fiscal year to the agency to implement this rule? Is this the cost of
the program or grant? Please explain.
Current Fiscal Year Next Fiscal Year

$ $




Summary of Proposed Rule Change
For
Arkansas Teacher Retirement System

Teacher Deferred Retirement Option Plan (TDROP) {Rule 10-3)(Emergency)

Substantive changes:

Sets rules as outlined in Act 162 0f 2011. Defines "T-DROP Cash Balance
Account” and "T-DROP Cash Balance Account Inferest" consistent with ATRS
accounting procedures and prior Board action. Also gives a member the choice of
receiving all or part of his’her T-DROP Cash Balance Account, and allows ATRS
to maintain any balance of that account for the member. Sets rules for the
election of a partial lump-sum distribution and sets the interest rates thereon,

Non-substantive changes:
Adds definition of "Fiscal Year", and "Quarter", consistent with the State fiscal

year.
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