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NOTICE OF INTENDED ATRS BOARD ACTION

At a meeting of the Board of Trustees of the Arkansas Teacher Retirement System (Board) to be held at
11:00 a.m. on Monday, February 5, 2024, at 1400 West Third Street, Room 300, Little Rock, Arkansas
72201, the Board, pursuant to its authority under A.C.A. 8§88 24-7-201- 24-7-1409, will consider the repeal
and adoption of amendments to certain rules of the Arkansas Teacher Retirement System (ATRS).

Rules to be repealed:

e Rule 5-1: Investment Introduction
Rule 5-2: Standard of Care
Rule 5-3: Asset Allocation
Rule 5-4: Investment Goals
Rule 5-6: Investment Consultants
Rule 5-7: Investment Managers
Rule 5-8: Soft Dollars
Rule 17-1: Manifest Injustice

Rules to be amended:

e Rule 0-1: ATRS Rules of Organization and Operation
Rule 4: Election of Board of Trustees
Rule 6: Membership and Employer Participation
Rule 7: Service Credit, Contributions, Reporting, and Final Average Salary
Rule 8: Free Service Credit, Purchasable Service Credit, and Purchase Accounts
Rule 9: Retirement and Benefits
Rule 10: Return to Service and Teacher Deferred Retirement Option Plan
Rule 11: Survivors and Domestic Relations Orders
Rule 12-1: Protection of “Qualified Trust” Status of ATRS Under IRS Code § 401(a)
Rule 13-1: Administration Adjudications: Staff Determinations and Appeals
Rule 14-1: Retirement Fund Asset Accounts
Rule 15-1: Benefit Restoration Plan and Trust
Rule 16: Cash and Savings Help (CASH) Program

Interested persons may submit their comments, orally or in writing, to the Executive Director of ATRS at
the above address. Comments should be received no later than Monday, January 22, 2024 at 4:30 p.m.
Requests for an oral hearing in accordance with A.C.A. § 25-15-204(a)(2)(B) should be submitted by
Wednesday, January 24, 2024, in order for the oral hearing to be placed on the agenda.

The proposed amendments, along with the questionnaire, financial impact statement, and summaries of the
changes, may be accessed on the ATRS website at https://wwwe.artrs.gov/board-rules , or copies may be
obtained by contacting the Executive Director’s office at (501) 588-4367. The current rules may also be
viewed at https://www.artrs.gov/board-rules or at the ATRS office Monday through Friday from 8:00 a.m.
to 4:30 p.m.



https://www.artrs.gov/board-rules
https://www.artrs.gov/board-rules
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ATRS Rule 9
Retirement and Benefits

§ 9-101. Definitions.
As used in this rule:
(1) "Act 808 Employee" means an employee of a state agency who:
(A) On April 8, 1987, was an active member of the Arkansas Teacher
Retirement System;
(B) Qualified to retire before January 1, 1988, under the Early Retirement
Incentive Law of 1987 (Acts 1987, No. 187); and
(C) Could elect to become a member of the Arkansas Public Employees’
Retirement System and have his or_her credited service in _the Arkansas Teacher
Retirement System transferred to the Arkansas Public Employees’ Retirement System;
(2) "Annuity options" means one (1) or more options that:
(A) Concern how an annuity benefit shall be paid, in accordance with
Arkansas Code § 24-7-706, to a member for his or her lifetime after the member’s
retirement; and
(B) Are available for a member’'s election at the time of the member's

retirement;

(3) “Application” for the purposes of retirement eligibility means an application form
and any other documents required by the Arkansas Teacher Retirement System to
establish a member’s eligibility to retire;

(4) "Covered employer" or “employer” means an employer who participates in the
Arkansas Teacher Retirement System and whose employees are eligible for membership
in the Arkansas Teacher Retirement System:;

(5) “Dependent child” means a child of a member or retiree who:

(A) Is a minor; or
(C) Has been adjudged physically or mentally incapacitated by a court of
competent jurisdiction;

(6) "Effective retirement date"” means the first day of the month in which a member
reguests to receive retirement benefits and for which the member submits a timely
retirement application;

(7) “Eligible employee” for the purposes of salary or compensation limitations
concerning the calculation of a final average salary means a person who was a member
of the Arkansas Teacher Retirement System before the first plan year beginning after
December 31, 1995;

(8) “Full_service year” means employment with a covered employer for one
hundred sixty (160) days or more in a fiscal year;

(9) “Incapacitated child” means a child who has been adjudged physically or
mentally incapacitated by a court of competent jurisdiction;

(10) "Marriage dissolution" means a final decree of divorce, separate maintenance,
or annulment executed by a court of competent jurisdiction and filed of record in the Office
of the Ex Officio Recorder;

(11) "Medical committee" means the committee of three (3) physicians appointed
by the Board of Trustees of the Arkansas Teacher Retirement System for the purpose of
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evaluating disability retirement applications;
(12) "Option beneficiary" means a person who:

(A) A member nominates by written designation, before or after the
member’s retirement, to receive annuity payments after the member’s death in
accordance with the annuity option selected by the member; and

(B) If eligible, shall receive annuity payments after the member’s death in
accordance with the annuity option selected by the member;

(13) “Partial service year” means employment with a covered employer for less
than one hundred sixty (160) days in a fiscal year;

(14) "Person" means an individual, trust, estate, corporation, partnership, or other
legal entity;

(15) "Residue" means a member’'s accumulated contributions, including regular
interest standing in the member’s credit at the time of his or her retirement;

(16) "Residue beneficiary" means a person who a member nominates by written
designation to receive the member’s residue, if any, under Arkansas Code § 247-709;

(17) "Receivable" means monies due to the Arkansas Teacher Retirement System
from a member, former member, covered employer, contributor, retiree, beneficiary, or
alternate payee under a qualified domestic relations order or ODRO as a result of an
overpayment of any payment or benefit by the Arkansas Teacher Retirement System;

(18) "Retiree" means a retired member who receives an annuity from the Arkansas
Teacher Retirement System:;

(19) “Service” means employment rendered as an employee.

8 9-102. State employee transfers to the Arkansas Public Employees’ Retirement
System.

(a) An Act 808 employee shall make the election to transfer to the Arkansas Public
Employees’ Retirement System on a form approved by the Arkansas Teacher Retirement
System.

(b) The transfer from the Arkansas Teacher Retirement System to the Arkansas Public
Employees’ Retirement System shall be effective on the employee’s effective date of
retirement.

(c) The Arkansas Teacher Retirement System shall certify to the Arkansas Public
Employees’ Retirement System a record of the Act 808 employee's service credit in the
Arkansas Teacher Retirement System.

(d)(1) If an Act 808 employee is a non-contributory member of the Arkansas Teacher
Retirement System at the time of his or her retirement, the Act 808 employee shall retire
under the non-contributory provisions of Acts 1987, No. 187 and shall be entitled to a
refund of his or her Act 808 employee contributions made since January 1, 1978, to the
Arkansas Teacher Retirement System.

(2) If an Act 808 employee was a contributory member of the Arkansas Teacher

Retirement System at the time of his or her retirement, the Act 808 employee shall retire
under the contributory provisions of Acts1987, No. 187.
(e)(1) The Arkansas Public Employees’ Retirement System shall pay the monthly benefits
of an Act 808 employee who elects to transfer to the Arkansas Public Employees’
Retirement System.

(2) The Arkansas Public Employees’ Retirement System shall certify monthly to
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the Arkansas Teacher Retirement System the amount of monthly benefits paid and the
Arkansas Teacher Retirement System shall transfer its pro-rata portion to the Arkansas
Public Employees’ Retirement System.

(f) Upon receipt of a death certificate from the Arkansas Public Employees’ Retirement
System for a retiree who chose a straight life annuity and has a balance remaining in his
or her account, the Arkansas Teacher Retirement System shall transfer the remaining
balance in the retiree's account to the Arkansas Public Employees’ Retirement System
for refunding to the retiree’s designated beneficiary.

8 9-103. Retirement eligibility.
To be eligible for age and service retirement or disability retirement under the Arkansas
Teacher Retirement System, a member shall:

(1) Satisfy the credited service requirements under one of the retirement statutes,
Arkansas Code 88§ 24-7-701—707;

(2) Be credited with all required covered employer and member contributions in
the member’s deposit account, with no amounts owed to the system;

(3) Pay all amounts owed to the system for underpayments, overpayments, or
purchase service accounts; and

(4) Terminate employment with each of his or her covered employers or reach the
normal retirement age.

8 9-104. Age and service retirement — Effective retirement date.

(a) For a member who is inactive, vested, and immediately eligible to retire, retirement
benefits shall be payable the month after the Arkansas Teacher Retirement System
receives the member’s application for age and service retirement.

(b)(1) If a member meets all eligibility requirements for age and service retirement and is
approved for retirement, annuity benefits shall be effective on the month proposed in the
member’s application.

(2) If the member does not file an application at least one (1) calendar month before
the proposed effective retirement date, then the proposed retirement effective date in the
member’s application shall not be used, and the member’s effective retirement date shall
be the following month.
(c) If a member has signed an employment contract for the fiscal year and has been paid
in_full without providing service for the full period of the employment contract, the
member’s effective retirement date shall not be before July 1 of the subsequent fiscal
year.
(d) If a member has accrued a full year of service credit equal or greater to one hundred
sixty (160) days in a fiscal year, the member's retirement date shall not begin earlier than
July 1 of the subsequent fiscal year. year unless the member:

(A) Has attained the normal retirement age and is not separating from employment;

or
(B) Is not licensed or otherwise certified as a classroom teacher and vacating a
classroom.
(e)(1) A member who attains the normal retirement age may:
(A) Apply for retirement benefits without terminating employment; and

(B) Beqin drawing retirement benefits.
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(2) The retirement benefits of a member who attains the normal retirement age
shall not be affected if the member applies for and draws retirement benefits.

8 9-105. Age and service retirement — Application.

(a) A copy of the age and service retirement application may be downloaded from the
system’s website or requested from the system.

(b)(1) If eligible, an active or inactive member who attains age sixty (60) and has five (5)
or_ more years of actual and reciprocal service credit may voluntarily retire by filing a
written application with the Arkansas Teacher Retirement System.

(2) If eligible, an active or inactive member who has not reached age sixty (60) and
has twenty-five (25) or more years of actual and reciprocal service credit, including
purchased or free credited service, may voluntarily retire by filing a written application
with the system.

(c)(1) In order for a retirement application to be timely filed, there is a three-month
"window" to apply for retirement benefits.

(2) An active member who is currently employed by a covered employer shall file
his or her retirement application:

(A) No sooner than four (4) months before the active member’s effective
retirement date; and

(B) No later than one (1) month before the active member’'s effective
retirement date.
(d)(1) The system’s procedure for handling a retirement application received by the
system from a member shall include the following:

(A) If a retirement application is received by the system before the three-
month window begins for the member's anticipated effective retirement date, the system
shall:

(i) Consider the retirement application untimely;

(i) Reject the retirement application;

(iii) Notify the member of one (1) or more dates on which the member
may timely file a retirement application; and

(iv) Notify the member of the procedure to use in order to timely file
a retirement application.

(2) If a retirement application is received after the three-month window ends

for the member's anticipated effective retirement date, the system shall:

(i) Consider the retirement application untimely; and

(i) Provide the member with a new effective retirement date that
begins on the first day of the month following the member’s previously anticipated
effective retirement date.
(e) Section 9-105(d) and (e) of this rule do not apply to a disability retirement application
or an application for survivor benefits.
(f) The following table shows examples of the windows for filing a retirement application:
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EXAMPLE OF RETIREMENT FILING DATES

Effective Date of

Retirement Application

Last Date of

First Retirement

Retirement Must be Filed In: Employment Check

September, October or

January 1 November December 31 End of January
October, November or

February 1 December January 31 End of February

March 1 November, December or |Feb 28/29 (Leap End of March

— January ear

) December, January or )

April 1 Februar March 31 End of April

May 1 ;\]Aa:r‘é";]"v' February _or, i 39 End of May

June 1 February, March or April May 31 End of June

July 1 March, April or May June 30 End of July

August 1 April, May or June July 31 End of Auqust

September 1 May, June or July August 31 End of September

October 1 June, July or August September 30 End of October
November 1 July, August or September|October 31 End of November
December 1 August, September or November 30 End of December

October

(a) The following table is the only window for filing a Teacher Deferred Retirement Option

Participation application:

Effective Date of Retirement

Retirement Application Must be Filed In:

July 1

March, April, or May
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8 9-106. Age and service retirement — Additional documents.
(a) Unless an extension is granted by the Executive Director of the Arkansas Teacher
Retirement System, in addition to a completed application for retirement, a member shall
submit the following additional documents to the Arkansas Teacher Retirement System
by the end of the sixth full calendar month immediately following the member’s effective
retirement date:
(1) For members who elect a straight life annuity:
(A) Proof of the member's birthdate from a birth certificate or other
authenticating documents.; and
(B) Proof of the member's taxpayer identification number from a Social
Security card or other authenticating documents.
(2) For members who elect an Option A or Option B annuity and designate their
spouse as the beneficiary:
(A) Proof of the member's birthdate from a birth certificate or other
authenticating documents;
(B) Proof of the member's taxpayer identification nhumber from a Social
Security card or other authenticating documents;
(C) Proof of the spouse's birthdate from a birth certificate or other
authenticating documents;
(D) Proof of the spouse's taxpayer identification number from a Social
Security card or other authenticating documents; and
(E) Proof of the marriage between the member and spouse from a marriage
license or equivalent, marriage license recording document, or other legally acceptable
proof of the existence of the marriage.
(3) For members who elect an Option A or Option B annuity and designate a
dependent child as their beneficiary:
(A) Proof of the member's birthdate from a birth certificate or other
authenticating documents;
(B) Proof of the member's taxpayer identification humber from a Social
Security card or other authenticating documents;
(C)(i) Proof of guardianship
(i) Adequate proof of the existence of a quardianship due to the
incapacity of the member's dependent child that preexists the member's official retirement
date.

(iii) Authenticating documents may include the order appointing
guardianship of the person, letters of guardianship, or other adequate proof of the
existence of the guardianship;

(D) Proof of the dependent child's birthdate from a birth certificate or other
authenticating documents; and

(E) Proof of the dependent child's taxpayer identification number from a
Social Security card or other authenticating documents.

(4) For members who elect an Option C annuity:

(A) Proof of the member's birthdate from a birth certificate or other
authenticating documents; and

(B) Proof of the member's taxpayer identification humber from a Social
Security card or other authenticating documents.
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(b)(1) Unless an extension is granted by the executive director, a member shall submit by
the end of the sixth full calendar month immediately following the member’s effective
retirement date all additional documents required by the system in order to begin issuing
benefit payments to the member.

(2) If all additional documents required by the system are not submitted by the
deadline or any extension granted by the executive director, the member’s retirement
application shall be void and without effect.

8 9-107. Disability retirement — Application.

(a)(1) A member shall submit a completed application for disability retirement and all
accompanying documentation required by the Arkansas Teacher Retirement System by
the end of the sixth full calendar month immediately following the date of the member’s
disability retirement application.

(2) If a member does not submit all accompanying documentation by the end of
the sixth full calendar month immediately following the date of the member’s disability
retirement application, the system shall:

(A) Submit the disability retirement application to the medical committee for
review as complete; or

(B) Withdraw the application at the request of the member unless an
extension is granted by the Executive Director of the Arkansas Teacher Retirement
System.
(b)(1) Disability retirement benefits shall begin on the first of the month in which a member
files a disability retirement application with the system if the:

(A) Member is eligible for disability retirement;

(B) Member is no longer employed by a covered employer at the time he or
she files the disability retirement application; and

(C) Medical committee determines that the member has a disability.

(2) If the member is still employed by a covered employer at the time the member
files the disability retirement application, then, once approved by the medical committee
and then the Board of Trustees of the Arkansas Teacher Retirement System, the
member’s disability retirement shall beqgin on the first of the month following the last day
of the member’s covered employment.

(c) If a member’s initial application for disability retirement is denied and the member
elects and qualifies for age and service retirement, the member’s effective retirement date
shall be determined by the date the member’s initial disability retirement application is
filed.
(d)(1) A member may request a second review of his or her initial disability retirement
application if the:

(A) Member’s initial disability retirement application is denied; and

(B) Member submits additional medical documentation for the medical
committee’s consideration.

(2) A member may only request a second review one (1) time.

(3) If a member requests a second review, unless an extension is granted by the
executive director, the member has until the end of the sixth full calendar month
immediately following the date of the written notice of the medical committee’s denial of
the_member’s initial application for disability retirement to submit additional medical
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documentation.

(4)(A) If a member’s initial disability retirement application is denied after the
second review, the member may file another subsequent disability retirement application
and submit additional information for consideration if the member is active and eligible for
disability retirement.

(B) If a member’s initial disability retirement application is denied and the
member is ineligible to apply for disability retirement benefits or is inactive, the member
may apply for age and service retirement if the member meets the requirements age and
service retirement.

(e) If a member dies after the disability application is received by the system, but before
his or her disability retirement application is approved, then the:

(A) Member shall be considered as having died in active service; and

(B) Survivor benefits under Arkansas Code 8 24-7-710 shall be paid, unless the
member designated one (1) or more alternative residual beneficiaries.

(H(1) If a disability retirement application is approved by the medical committee after May
31, 2011, the board shall allow the member to designate an Option A or Option B
beneficiary at the time of retirement.

(2) An Option C beneficiary shall not be designated by a member who applies for
disability retirement or a disability retiree.

(9)(1) The same rules that apply to an active member’s surviving spouse under Arkansas
Code 8§ 24-7-710(b) shall apply to a disability retiree’s surviving spouse if the disability
retiree:

(A) Designates his or her spouse as Option A or Option B beneficiary at the
time of retirement; and
(B) Dies before reaching sixty (60) years of age.

(2) The same rules that apply to a surviving spouse of an active member under
Arkansas Code § 24-7-710(b) shall apply to the surviving spouse of a disability retiree if
the disability retiree:

(A) Dies after disability retirement benefit payments to the disability retiree

begin;

(B) Does not designate his or her spouse as an Option A or Option B
beneficiary; and

(C) Does not designate a residue beneficiary.

(3) The same rules that apply to a surviving spouse of an active member under
Arkansas Code 8 24-7-710(b)(1)(B) shall apply to the surviving spouse of a disability
retiree if the disability retiree:

(A) Dies after disability retirement benefit payments to the disability retiree

began;
(B) Does not designate his or her spouse as an Option A or Option B

beneficiary; and
(C) Designates his or her spouse as a residue beneficiary.

(4) The same procedures used under Arkansas Code 8 24-7-710 that are used to
determine when an active member’s surviving spouse is entitled to beqgin receiving benefit
payments shall be used to determine when benefit payments shall begin for a residue
beneficiary who is the surviving spouse of a disability retiree and elects an Option A —
100% Survivor Annuity
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(5) If a disability retiree designates his or her dependent child as an Option A or

Option B beneficiary, and the disability retiree dies before reaching age sixty (60), then:

(A) The same rules that apply under Arkansas Code 8§ 24-7-710(c) to an
active member’s surviving child shall apply to the disability retiree’s Option A or Option B
dependent child beneficiary until the date on which the disability retiree would have turned
sixty (60) years of age; and

(B) On the date on which the disability retiree would have turned sixty (60)
years of age, the Option A or Option B dependent child beneficiary shall receive the
greater of the surviving child annuity under Arkansas Code 8 24-7-710(c) or the Option A
spouse annuity under Arkansas Code 8 24-7-710(b).

8 9-108. Disability retirement — Disability review.
(a) A deadline imposed by this rule may be extended as provided by this rule and
Arkansas Code § 24-7-704.
(b)(1) A retiree shall submit to the Arkansas Teacher Retirement System a Social Security
Administration (SSA) determination letter that finds the retiree disabled within thirty-six
(36) months from:

(A) July 1, 2015, if the retiree’s effective retirement date is before July 1,

2015; or
(B) The retiree’s effective retirement date if the effective date of retirement
is on or after July 1, 2015.
(2) A retiree_may apply to the system for an extension of the thirty-six-month
deadline if:

(A) The retiree _demonstrates through an administrative or judicial
confirmation of an active SSA claim that the claim is:
(i) Still under review; and
(i) Part of a continuous claim without voluntary dismissal or

withdrawal; and

(iii) The SSA disability claim was filed and remained active for at least

twenty-four (24) months before the thirty-six-month deadline.
(c) The system shall suspend disability retirement benefit payments to a retiree if the
retiree does not:

(1) Provide the system with a SSA determination letter finding the retiree disabled
within the thirty-six-month deadline;

(2) Receive an extension of the thirty-six-month deadline to provide the system
with a SSA determination letter finding the retiree disabled; or

(3) Apply to the medical committee for a review by the end of the third full calendar
month immediately following the system’s suspension of disability retirement benefit
payments to the retiree due to the retiree’s failure to provide a SSA determination letter
finding the retiree disabled.
(d)(1) A retiree who attempts and is unable to receive a SSA determination letter finding
the retiree disabled may apply for a review by the medical committee if the member
submits either an unfavorable SSA determination letter finding that the retiree is not
disabled or documentation showing that the retiree applied for SSA benefits before the
thirty-six-month deadline to submit a favorable SSA determination letter finding the retiree
disabled expired.
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(2) A retiree may apply for a review by the medical committee:

(A) No earlier than three (3) full calendar months before the date on which
the retiree’s disability retirement benefit payment would otherwise be suspended; and

(B) No later than by then end of the third full calendar month immediately
following the system’s suspension of disability retirement benefit payments to the retiree.

(3) A review performed by the medical committee shall follow the standards and
procedures in Arkansas Code 8 24-7-704(a)(1)(E).

(4)(A) After a disability review is held due to the SSA finding that a member is not
disabled, the medical committee’s recommendations shall be submitted to the Board of
Trustees of the Arkansas Teacher Retirement System for a final order.

(B) If a member is denied further disability benefits after a disability review
by the medical committee, the member may:

(i) Offer additional medical information within thirty (30) days of the
date of the disability review; and

(i) Request that the board return the matter to the medical committee
for reconsideration.

(C)(i) Disability retirement benefit payments to a member shall resume in
the month immediately following the board’s entry of an order finding the member eligible
to _receive disability retirement benefits if the board had previously entered an order
finding the member ineligible to receive disability retirement benefits.

(i) If the board enters an order finding a member eligible to receive
disability retirement benefits, the member shall not be entitled to retroactive backpay of
disability retirement benefits if the:

(a) Board had previously entered an order finding the member
ineligible to receive disability retirement benefits;

(b) Member did not submit a favorable SSA determination
letter within thirty-six (36) months of his or her effective date of disability retirement; and

(c) Member submits a favorable SSA determination letter after
the board entered the order finding the member ineligible to receive disability retirement
benefits.
(e) A member’s option to request a second review of his or her initial disability retirement
application does not apply to a retiree who seeks a disability review due to his or her
inability to obtain a SSA determination letter finding him or her disabled.
(f) A retiree shall begin receiving reqular retirement benefits as if the retiree voluntarily
retired and a SSA determination letter shall not be required if the retiree

(1) Attains fifty-seven (57) years of age in the month the retiree’s disability
retirement benefits become effective; or

(2) Attains sixty (60) years of age.

8 9-109. Disability retirement — Employment after disability retirement.
(a) A member’s disability retirement is effective from the date the member files a disability
retirement_application with the Arkansas Teacher Retirement System and terminates
employment with each of his or her covered employers.
(b)(1) A member is considered active if the member is using earned sick leave, Family
Medical Leave Act leave, annual leave, and catastrophic leave.

(2) Worker's compensation, which may or may not include the use of leave granted

10



MARK UP

by an employer, shall not:
(A) Be considered leave by which a member is considered active; and
(B) Extend the date of active membership.
(c)(1) A member shall not receive disability retirement benefit payments if the member
indirectly performs work for a covered employer as described in Arkansas Code 8§ 24-7-
502.
(2) If a member is approved for disability retirement and continues to work either
directly or indirectly for a covered employer, the member shall:
(A) Terminate direct or indirect employment with the covered employer by
the proposed disability effective retirement date; or
(B) If the member is finalizing work for the covered employer, terminate
employment no later than two (2) full calendar months after the medical committee’s final
decision.
(3) If the member does not terminate employment in accordance with the ATRS
Rules and Arkansas Code § 24-7-502, the member’s disability retirement application shall
be considered rescinded and the member may reapply for disability retirement if eligible.
(d)(1) A retiree under the age of sixty (60) may be employed by a covered employer and
also receive disability retirement benefit payments if the retiree performs less than eighty
(80) days of actual service during a fiscal year.
(2)(A) After receiving approval for disability retirement under the system, a retiree
may choose to return to covered employment and relinquish his or her disability
retirement.

(B) If a retiree chooses to return to covered employment, the member shall:
(i) Not receive disability retirement benefit payments;
(i) Be considered an active member; and
(iii) Comply with Arkansas Code § 24-7-738 (Acts 2017, No. 549).
(3) A retiree shall become an active member and his or her disability retirement
shall be immediately terminated if:
(A) The retiree notifies the system in writing of his or her intent to perform
more than eighty (80) days of actual service during a fiscal year; or
(B) The system receives written notification of the retiree’s intent to perform
more than eighty (80) days of actual service during a fiscal year through a termination
and status sheet, membership data form, or any other reasonably reliable documentation.
(e) A disability retiree shall not be permitted to transfer his or her disability retiree status
to that of an age and service retiree.

8 9-110. Benefit formula and Compound Cost of Living Adjustment.

(a) The annuity formula for computing disability retirement benefits shall be the same
annuity formula used to compute age and service retirement benefits.

(b)(1) The retirement benefits payable to a retiree shall be the total number of contributory
years of credited service, multiplied by a factor that is not less than one and seventy-five
hundredths percent (1.75%) and not more than two and fifteen hundredths percent
(2.15%) of the final average salary as set by the Board of Trustees of the Arkansas
Teacher Retirement System, plus the total number of noncontributory years of credited
service multiplied by a factor that is not less than five-tenths percent (0.5%) and not more
than one and thirty-ninth hundredths percent (1.39%) of the final average salary, as set

11
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by the Board of Trustees of the Arkansas Teacher Retirement System.

(2) The board shall modify the standard multipliers for credited service of ten (10)
years as necessary to maintain actuarial soundness.
(c)(1) The board by resolution may reverse a compound cost of living adjustment as
needed to maintain the actuarial soundness of the system.

(3) A reversal may be phased in as the board determines appropriate.
(d)(1) If a covered employer reports additional salary for a member and the additional
salary does not cause the member’s annual benefit to increase or decrease by more than
the de minimis amount, then the member’s contributions on the additional salary shall be
transferred from the member’s deposit account to the employer accumulation account
without making any change to the member’s annual benefit.

(2) If the additional salary does increase or decrease the member’s annual benefit
by more than the de minimis amount, then the member’s annual benefit shall be
recalculated.

8 9-111. Final average salary — Salary limitations.

(a) The Board of Trustees of the Arkansas Teacher Retirement System may adopt rules
to_modify the definition of salary for the purpose of calculating retirement benefits
available under the Arkansas Teacher Retirement System.

(b) The system shall include the salary received from each of a member's covered
employers when calculating the member’s final average salary.

(c)(1) Reqgardless of any provision in a state statute, rule, or regulation to the contrary,
remuneration, salary, or other compensation that exceeds the limitations set forth
provided in the Internal Revenue Code of 1986, 26 U.S.C. § 401(a)(17), as it existed on
January 1, 2011, shall not be used for the purposes of calculating the final average salary
on which benefits available under the system are based.

(2) The limitation on remuneration, salary, or compensation for an eligible

employee shall not be less than the amount that was allowed to be considered by the
Arkansas Teacher Retirement System as in effect on July 1, 1993.
(d)(1) A salary earned by a member before the member's death and paid after the
member’s death is subject to deductions by the system and the member's covered
employer shall report the member’s total salary and days of service in the covered
employer’s quarterly report.

(2) Gratuitous payments made by a covered employer to a member after the death
of the member shall not be:

(A) Considered the salary of the member;

(B) Subject to contribution requirements; and

(C) Included in the covered employer’s quarterly report to the system.
(e) The system shall not consider remuneration, salary, or compensation paid by a
covered employer to a member as a salary earned by the member if the:

(1) Remuneration, salary, or compensation is paid as an incentive payment, bonus,
separation payment, additional salary, or special payment in consideration for the
member’s agreement to retire, terminate employment, or not renew a contract with the
covered employer;

(2) Offer described in 8 9-111(d)(1) of this rule is extended by the covered
employer to two (2) or more members;
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(3) Remuneration, salary, or compensation is not offered as an additional salary or
payment for the purchase of service credit that is part of a separation agreement resulting
from the resolution of a claim of wrongful termination;

(4) Remuneration, salary, or compensation is not payment for accumulated,
unused sick leave that:

(A) Accrued in the years immediately preceding the member’s termination
of covered employment; and

(B) Were in excess of the number of sick days that the covered employer
allowed the member to carry forward;

(5) Covered employer offers a voluntary early retirement incentive plan, staff
reduction plan, or buyout plan that would require the member as a participant of the plan
to retire or terminate his or her employment with the covered employer; and

(6) Member voluntarily participates in the plan in exchange for the renumeration,

salary, or compensation offered by the covered employer.
(H(1) A covered employer shall not withhold a member’s contributions or pay employer
contributions from a remuneration, salary, or compensation paid to a member if the
remuneration, salary, or compensation is subject to a salary limitation as provided by this
rule.

(2) A covered employer that offers an early retirement plan, separation, plan, or
contract nonrenewal plan and intends to pay remuneration, salary, or compensation that
is subject to a salary limitation as provided by this rule shall notify the system before
making a payment under the plan.

(9)(1) At the request of a covered employer, the system shall:

(A) Review a potential plan or payment that may be subject to a salary
limitation as provided by this rule; and

(B) Provide written guidance to the covered employer concerning the
applicability of the salary limitation to the plan or payment.

(2) The system’s written determination on the applicability of a salary limitation to
a plan or payment shall be treated as a staff determination letter, which may be appealed
by the covered employer using the procedures in ATRS Rule 13-1.

(3) The law, rules, and policies applicable to the system shall be controlling if a
conflict exists between the system’s calculation of final average salary and a covered
employer’s laws, rules, or policies concerning the compensation of final average salary.

8 9-112. Final average salary — Service years.
(a) If a member dies during active service on or after July 1, 2013, the member’s paid or
unpaid accrued, unused sick leave, shall be credited as service in the fiscal year of the
member’s death for the purpose of determining the member’s retirement eligibility, final
average salary, and eligibility for other benefits under the Arkansas Teacher Retirement
System.
(b)(1) A partial service year shall be excluded from the calculation of a member’s final
average salary unless the:

(A) Partial service year is higher than a full service year; or

(B) Member has less than the required number of years to calculate a
final average salary.

(2) Anti-spiking calculations shall not be applied to a partial service year or a fiscal
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year immediately following a partial service year.

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

(2) Unless otherwise provided by law, rules, or policies applicable to the Arkansas

Teacher Retirement System, effective July 1, 2018, the Arkansas Teacher Retirement
System shall calculate a member’s final average salary using the five (5) years in which
the member received the highest salary from a covered employer.
(d)(1) If a member has less than the minimum number of years of credited service that
would be used to calculate a final average salary, the member’s final average salary shall
be the total salary paid to the member for his or her years of credited service divided by
the member’s total credited years of service.

(2) If a member does not have full service years for the total years of service used
in the calculation of final average salary, the board may establish by rule a fair base salary
for a member’s final average salary for purposes of comparing the member’s highest
salary years.

(e)(1) For an active member who has three (3) or more full service years as of July 1,
2018, the Arkansas Teacher Retirement System shall:

(A) Treat the active member as if he or she was retiring or entering the
Teacher Deferred Retirement Option Plan as of June 30, 2018; and

(B) Determine the benchmark final average salary using the highest salary
from the member’s three (3) full service years through fiscal year 2018.

(2) A final average salary calculation using three (3) full service years shall be the
benchmark comparison for a five-year final average salary calculation to which the active
member may be entitled.

(3) The Arkansas Teacher Retirement System shall calculate the active member’s
final average salary using the five (5) years in which the active member received the
highest salary from a covered employer if at the time of the active member’s retirement
using a five-year calculation of the final average salary is higher than using a three-year
calculation.

(4) The Arkansas Teacher Retirement System shall not use a benchmark final

average salary for an inactive member unless the inactive member provides the Arkansas
Teacher Retirement System with appropriate documentation showing that the inactive
member was active in a reciprocal system or alternate retirement plan during the 2018
fiscal year.
(f) For a member with reciprocal service credit, the Arkansas Teacher Retirement System
shall use the highest final average salary calculated, at the time of the member’s
retirement, by the Arkansas Teacher Retirement System or a reciprocal system in which
the member has at least two (2) years of service credit pursuant to Arkansas Code 8§ 24-
2-402.

8 9-113. Annuity options.
(a) Before the date the first benefit payment of an annuity becomes due, a member retiring
with age or service may elect one (1) of the following annuity options:

(1) Option 1 — straight life annuity, which is a straight life annuity payable monthly
for the life of the retiree.
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(2)(A) Option 2 — reduced straight life_annuity with option beneficiaries, under
which a retiree shall receive the actuarial equivalent of his or her straight life annuity in a
reduced annuity payable for the retiree’s lifetime.

(B) Under Option 2, at the time of his or her retirement, a member may

designate one (1) or more beneficiaries to receive one (1) of the following annuity options:

(h(a) Option A — one hundred percent (100%) survivor annuity. Upon

the death of the retiree, the retiree’s reduced annuity shall be continued and paid
throughout the life of the retiree’s designated beneficiary.

(b) A member’s eligible spouse, one (1) or more of the

member’s children who qualify as a dependent child, or both may be designated as an

Option A beneficiary.

(c) If both a spouse and one (1) dependent child are
designated as Option A beneficiaries, the retiree’s reduced annuity shall be paid in equal
shares to the spouse and the dependent child.

(d) If both a spouse and more than one (1) dependent child
are designated as Option A beneficiaries, the spouse shall receive fifty percent (50%) of
the retiree’s reduced annuity and the remaining fifty percent (50%) shall be paid in equal
shares to the dependent children.

(e) If more than one (1) dependent child is designated as an
Option A beneficiary and a spouse is not designated as an Option A beneficiary, the
retiree’s reduced annuity shall be paid in equal shares to each dependent child.

(f) A dependent child’s portion of the annuity shall not revert
to the spouse or any other dependent children if the dependent child becomes ineligible
to_continue receiving annuity payments or predeceases the spouse or any other
dependent children.

(g) A spouse’s portion of the annuity shall not revert to any
dependent child if the spouse becomes ineligible to continue receiving annuity payments
or predeceases one (1) or more dependent children.

(i)(a) Option B — fifty percent (50%) survivor annuity. Upon the
death of the retiree, one-half (1/2) of the retiree’s reduced annuity shall be continued
and paid throughout the life of the retiree’s designated beneficiary.

(b) A member’s eligible spouse, one (1) or more of the
member’s children who qualify as a dependent child, or both may be designated as an
Option B beneficiary.

(c) If both a spouse and one (1) dependent child are
designated as Option B beneficiaries, one-half (1/2) of the retiree’s reduced annuity shall
be paid in equal shares to the spouse and the dependent child.

(d) If both a spouse and more than one (1) dependent child
are designated as Option B beneficiaries, the spouse shall receive fifty percent (50%) of
one-half (1/2) of the retiree’s reduced annuity and the remaining fifty percent (50%) of
one-half (1/2) of the retiree’s reduced annuity shall be paid in equal shares to the
dependent children.

(e) If more than one (1) dependent child is designated as an
Option A beneficiary and a spouse is not designated as an Option B beneficiary, one-half
(1/2) of the retiree’s reduced annuity shall be paid in equal shares to each dependent
child.
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(f) A dependent child’s portion of the annuity shall not revert
to the spouse or any other dependent children if the dependent child becomes ineligible
to _continue receiving annuity payments or predeceases the spouse or any other
dependent children.

(9) A spouse’s portion of the annuity shall not revert to any
dependent child if the spouse becomes ineligible to continue receiving annuity payments
or predeceases one (1) or more dependent children.

(C)(i) Option C — annuity for ten (10) yvears certain and life thereafter. The
retiree shall receive a reduced annuity payable throughout the retiree’s life.

(i) _If the retiree dies before receiving one hundred twenty (120)
monthly annuity payments, the payments shall be continued for the remainder of the
period of one hundred twenty (120) months and paid to one (1) or more of the retiree’s
designated beneficiaries in equal shares.

(i) A member may designate one (1) or more beneficiaries under

Option C.
(b) The following persons are eligible to be designated as an Option A or Option B

beneficiary:

(1) The retiree’s spouse if the retiree and his or her spouse have been married to
each other for at least one (1) year before the first annuity benefit payment to the retiree;

(2) A retiree’s dependent child who has been adjudged physically or mentally
incapacitated by a court of competent jurisdiction, regardless of the age of the dependent
child.

(c) If an Option 1 retiree dies within one (1) year of retirement, and his or her spouse
qualifies for Option A benefits, the spouse may elect to cancel the Option 1 annuity in
effect and elect Option A, one hundred percent (100%) survivor annuity, at that time.

(1) The election shall be effective the first day of the month following receipt of the
election form the Arkansas Teacher Retirement System.

(2) If the spouse elects Option A benefits, the residue, if any, shall not be paid until
the Option A beneficiary’s death.

(3) A spouse who is eligible to elect Option A benefits may elect to receive a lump-
sum distribution of the retiree’s residue in lieu of the spousal annuity if the spouse waives
his or her right to the spousal annuity and the retiree did not designate one (1) or more
dependent children as a beneficiary.

(d)(1) After his or her retirement, a retiree may designate his or her spouse as an Option
A or Option B beneficiary if the retiree:
(A) Has been married to his or her spouse for one (1) year; and
(B) Either:
(i) Was married to his or her spouse for less than one (1) year upon
his or her effective retirement date; or
(ii) Marries his or her spouse after his or her effective retirement date.

(2)(A) Upon meeting the one-year marriage requirement, the retiree shall have six
(6) months to file a written nomination designating his or her spouse as either an Option
A or Option B benéeficiary.

(B) The designation shall be filed on a form approved by the system.
(e) After a retiree’s effective retirement date, the retiree may designate an Option A or
Option B dependent child beneficiary if the:
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(1) Retiree previously designated his or her spouse as the Option A or Option B
beneficiary;

(2) Spouse designated as the retiree’s Option A or Option B beneficiary
predeceases the retiree; and

(3) Dependent child has been adjudged physically or mentally incapacitated by a
court of competent jurisdiction.
(H(1) A member may request that the system remove an incapacitated child as his or her
Option A or Option B beneficiary if:

(A) The member designated the incapacitated child as his or her Option A
or Option B dependent child beneficiary; and

(B) One (1) of the following applies:

(i) A court finds that the incapacitated child is no longer incapacitated;
(i)The incapacitated child is emancipated through marriage; or
(iii) The incapacitated child dies.
(2) The following forms of proof shall be submitted, as appropriate, with the
member’s request to remove an incapacitated child as his or her Option A or Option B:

(A) A file-marked copy of the court’s order finding that the incapacitated
child is no longer incapacitated;

(B) A copy of the incapacitated child’s marriage license or equivalent,
marriage license recording document, or other legally acceptable proof of the existence
of the marriage; or

(C) A copy of the incapacitated child’s death certificate.

(3) Once the proof required to remove an incapacitated child as the member’s
Option A or Option B beneficiary is submitted to the system, the member may:

(A) Elect to return to an Option 1; or

(B)(i) If the member is married, designate his or her spouse as the Option
A or Option B beneficiary within six (6) months of the date on which the system receives
the proof required under this rule.

(i) The member’s election shall be effective on the first day of the
month following the date on which the system receives the election form.
(9)(1) A member may designate any person as a residue beneficiary.
(2) A retiree’s residue, if any, shall be paid to the retiree’s residue beneficiary if

the:

(A) Retiree dies before receiving annuity benefit payments equal to the
residue amount; and

(B) Option beneficiary dies before receiving annuity benefit payments equal
to the residue amount.

(3) If a residue beneficiary is not nominated or does not survive the death of the
option beneficiary, the residue shall be paid to the retiree’s estate.

(4)(A) If a residue beneficiary survives the death of the retiree and the option
beneficiary, but dies before payment of the residue can be issued by the system, the
residue shall be paid to the residue beneficiary’s estate.

(B) If more than one (1) residue beneficiary survives the death of the retiree
and option beneficiary, but all the residue beneficiaries die before payment of the residue
can be issued by the system, the residue shall be paid to the estate of the most recently
deceased residue beneficiary.
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8 9-114. Change of marital status.
(a)(1) If the marital status of a retiree changes due to the death of the retiree’s spouse or
a marriage dissolution, the retiree may choose to:
(A) Cancel his or her designation of the former spouse as a beneficiary; or
(B) Designate a dependent child as a replacement beneficiary if the:
(i) Retiree previously designated the former spouse as his or her
Option A or Option B beneficiary; and
(i) Former spouse predeceases the retiree.

(2) If the retiree chooses to cancel the designation of his or her former spouse as
his or her Option A or Option B beneficiary or chooses to designate a dependent child as
a replacement Option A or Option B beneficiary, the retiree shall file with the Arkansas
Teacher Retirement System a change of option beneficiary on a form approved by the
system, and any change in the benefit amount shall become effective the month after the
system receives the approved form.

(b)(1) If a member designates one (1) or more alternative residual beneficiaries in lieu of
his or _her spouse, the member _shall submit the names of each alternative residue
beneficiary to the system on a form approved by the system.

(2) If a member designates one (1) or more alternative residue beneficiaries in lieu
of his or her spouse, each alternative residue beneficiary shall receive an appropriate
lump-sum payment of the greater of either:

(A) The member’s residue from the Teacher Deferred Retirement Option
Plan (T-DROP); or
(B) The member’s contributions.

8 9-115. Final benefit check.
(a)(1)(A) In the case of a retiree, benefits are payable through the month in which the
retiree's death occurs.
(B) If a final benefit payment is not delivered in _the normal course of
business, the benefit payment shall be sent in the following order until delivered:
(i) To the member’s residue beneficiary, if any;
(i) To the member’s lump-sum death beneficiary, if any;
(iii) To the member’s estate’ if any; or
(iv) To the trust assets of the Arkansas Teacher Retirement System.
(2)(A) In the case of an option beneficiary, benefits are payable through the month
in which the last option beneficiary’s death occurs.
(B)(i) If an option beneficiary dies before receiving the last check, the
Arkansas Teacher Retirement System shall pay the final check in the normal manner paid
before death.

(i) If payment of the final check in the normal course becomes
impossible, the final option beneficiary’s annuity check shall be returned the system.
(b) The Board of the Arkansas Teacher Retirement System shall direct a benefit payment
amount forfeited to the trust assets of the system if the:

(1) Benefit payment cannot be made five (5) years after the benefit payment is due
because the location of the member or the identity and location of the member’s
beneficiary or personal representative cannot be ascertained by mailing the benefit
payment to the last known address of the member, beneficiary, or personal representative
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in ATRS’ records; and

(2) Neither the member, beneficiary, or personal representative submitted
paperwork or forms approved by the system updating his or her location or last known
address to the system before the expiration of five (5) vears from when the benefit
payment is due.

8 9-116. Correction of errors and collection of overpayments.

(a)(1) If a change or error in the records of the Arkansas Teacher Retirement System is
discovered during the look-back period and results in either an overpayment or
underpayment to the system, the Board of Trustees of the Arkansas Teacher Retirement
System shall authorize the system’s staff to:

(A) Correct the error in the records;

(B) Adjust a benefit or any other amount payable to the corrected amount
as far as practice able; and

(C) Take all necessary and appropriate action, including without limitation
the options allowed under Arkansas Code § 24-7-205(b).

(2)(A) The board or its designee may adjust the records of the system, a covered
employer, and a member beyond the look-back period if the board determines that the
time limitation imposed by the look-back period will result in a manifest injustice in a
specific case.

(B) Before making an adjustment of benefits that causes a reduction of the
benefits or pursuing any other collection action, the system shall provide notice to the
person who is the subject of the adjustment and the notice shall:

(i) State the amount determined to be a receivable;
(ii) State the reasons underlying the determination;
(iii) Describe the process for disputing an adjustment of benefits; and
(iv) Suggest alternate methods for payment of the receivable.
(b)(1) The manifest injustice process shall not be used to address a change, omission, or
error in the records of the system that may be corrected within the look-back period.

(2) The manifest injustice process may be used to correct a change, omission, or
error_in_the records of the system discovered after the look-back period if the board
determines that the time limitation imposed by the look-back period would cause a
manifest injustice.

(c) _If a member is subject to a qualified domestic relations order and is paid a benefit or
payment by the system to which the member is not entitled, and it is discovered during
the look-back period, then a receivable is created and the board or its designee, may
collect the amount due to the system.

(d)(1) Appeals to dispute collections shall be made according to the procedures in ATRS
Rule 13.

(2) During the appeal process, retirement benefits may continue to be paid.
Correction and Adjustment Limitations

(3) Actions that affect benefit rights shall not be corrected or adjusted further than
a five-year look-back period unless a manifest injustice has occurred or an _exception
exists under Arkansas Code 8§ 24-7-205(c).

(4) A determination by the system of a manifest injustice in a particular instance
due to a technical error or error in judgment is discretionary and governed by Arkansas
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Code § 24-7-205.
(e)(1) The Executive Director of the Arkansas Teacher Retirement System may waive
interest on required contributions in an amount not to exceed $5,000.

(2) A request to excuse an interest amount exceeding $5,000 shall be submitted
to the board for review.

(3) The executive director shall report any amounts excused under § 9-116 of this
rule to the board.
(H(1) The executive director may approve the correction of a change, omission, or error
in the records of the system and implement a resolution that has a direct financial impact
to the system of up to five thousand dollars ($5,000) without obtaining board approval.

(2) Board approval shall be required to implement a resolution that has a direct
financial impact to the system in excess of five thousand dollars ($5,000).
(g) If required, a receivable under 8 9-116 of this rule that is found by the board or its
designee to be uncollectible or for which adjustment or payment has been waived shall
be submitted to the Chief Fiscal Officer of the State for abatement pursuant to Arkansas
Code 88 19-2-301 — 19-2-307.

Authority: Arkansas Code 88 24-7-202, 24-7-205, 24-7-502, 24-7-701 — 24-7-707, 24-
7-709, 24-7-710, 24-7-727, 24-7-732, 24-7-734, and Acts 1987, No. 808.

History
Effective. July 2, 2002 9-3
Amended: June 15, 2004 9-2,9-4,9-7
Amended: July 18, 2005 9-4, 9-8
Amended: February 7, 2006 9-2,9-7
Amended: April 26, 2007 9-2, 9-7
Amended: June 19, 2007 9-4
Amended: June 16, 2009 (Emergency) 9-2
Amended: October 5, 2009 (Permanent) 9-2
Adopted: December 18, 2009 9-1, 9-4,9-8
Amended: July 1, 2011 (Emergency) 9-1,
(Emergency) 9-2, 9-4
(Emergency) 9-7
(Emergency) 9-8
Adopted: Auqgust 8, 2011 9-1, 9-2, 9-4,9-7, 9-8
Effective: November 11, 2011 9-1, 9-2,9-4,9-7,9-8
Approved by Board: February 6, 2013 9-4, 9-7
Amended: April 18, 2012 9-4, 9-7
Effective: May 29, 2012 9-4, 9-7
Approved by Board: July 26, 2013 9-2,9-4,9-8
Amended: October 9, 2013 9-2,9-4, 9-8
Effective: November 8, 2013 9-2,9-4,9-8
Approved by Board: October 5, 2015 9-2,9-4
Amended: February 1, 2016 9-2,9-4
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Effective:

February 10, 2016

9-2, 94

Approved by Board:

February 5, 2018

9-2,9-4, 9-8, 9-9

Effective: February 16, 2018 9-2,9-4, 9-8, 9-9
Effective: May 28, 2020 Rule 9
Effective: May 20, 2022 Rule 9
Effective: TBD Rule 9
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! See ATRS Rule 17 — Manifest Injustice.

18



Effactiva: Julv2 2002 0.3
=Hecthe- FHY =004 San~/

19



20



Revised June 2023

FINANCIAL IMPACT STATEMENT

PLEASE ANSWER ALL QUESTIONS COMPLETELY.

DEPARTMENT legal

BOARD/COMMISSION Arkansas Teacher Retirement System

PERSON COMPLETING THIS STATEMENT Jennifer Liwo

TELEPHONE NO.(501) 682-1517 EMALIL jenniferi@artrs.gov

To comply with Ark. Code Ann. § 25-15-204(e), please complete the Financial Impact Statement and
email it with the questionnaire, summary, markup and clean copy of the rule, and other documents.
Please attach additional pages, if necessary.

TITLE OF THIS RULERule 9: Retirement and Benefits

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

2. Is the rule based on the best reasonably obtainable scientific, technical, economic, or other
evidence and information available concerning the need for, consequences of, and alternatives to
the rule?

Yes|v No I:l

3. In consideration of the alternatives to this rule, was this rule determined by the agency to be the
least costly rule considered? Yes No

If no, please explain:

(a) how the additional benefits of the more costly rule justify its additional cost;

(b) the reason for adoption of the more costly rule;

(c) whether the reason for adoption of the more costly rule is based on the interests of public
health, safety, or welfare, and if so, how; and

(d) whether the reason for adoption of the more costly rule is within the scope of the agency’s
statutory authority, and if so, how.
4. If the purpose of this rule is to implement a federal rule or regulation, please state the following:

(a) What is the cost to implement the federal rule or regulation? n/a
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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)
Tota] $0.00 Tota] $0.00

(b) What is the additional cost of the state rule?

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 $0.00 Total $0.00

What is the total estimated cost by fiscal year to any private individual, private entity, or private
business subject to the proposed, amended, or repealed rule? Please identify those subject to the
rule, and explain how they are affected.

Current Fiscal Year Next Fiscal Year
$0.00 $0.00
n/a

What is the total estimated cost by fiscal year to a state, county, or municipal government to
implement this rule? Is this the cost of the program or grant? Please explain how the government
1s affected.

Current Fiscal Year Next Fiscal Year
$0.00 $ 0.00
n/a
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With respect to the agency’s answers to Questions #5 and #6 above, is there a new or increased
cost or obligation of at least one hundred thousand dollars ($100,000) per year to a private
individual, private entity, private business, state government, county government, municipal
government, or to two (2) or more of those entities combined?

Yes I:l No

If yes, the agency is required by Ark. Code Ann. § 25-15-204(e)(4) to file written findings at the
time of filing the financial impact statement. The written findings shall be filed simultaneously
with the financial impact statement and shall include, without limitation, the following:

(1) a statement of the rule’s basis and purpose;

(2) the problem the agency seeks to address with the proposed rule, including a statement of
whether a rule is required by statute;

(3) a description of the factual evidence that:
(a) justifies the agency’s need for the proposed rule; and
(b) describes how the benefits of the rule meet the relevant statutory objectives and justify
the rule’s costs;

(4) a list of less costly alternatives to the proposed rule and the reasons why the alternatives do not
adequately address the problem to be solved by the proposed rule;

(5) a list of alternatives to the proposed rule that were suggested as a result of public comment and
the reasons why the alternatives do not adequately address the problem to be solved by the
proposed rule;

(6) a statement of whether existing rules have created or contributed to the problem the agency
seeks to address with the proposed rule and, if existing rules have created or contributed to the
problem, an explanation of why amendment or repeal of the rule creating or contributing to the
problem is not a sufficient response; and

(7) an agency plan for review of the rule no less than every ten (10) years to determine whether,
based upon the evidence, there remains a need for the rule including, without limitation, whether:
(a) the rule 1s achieving the statutory objectives;
(b) the benefits of the rule continue to justify its costs; and
(c) the rule can be amended or repealed to reduce costs while continuing to achieve the
statutory objectives.
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December 20, 2023

Executive Summary
Proposed Rule Amendment
ATRS Rule 9 — Retirement and Benefits

Purpose

The Arkansas Teacher Retirement System (“ATRS” or “System”) requests the review and approval
of proposed amendments to ATRS Rule 9 — Retirement and Benefits (“Rule 97).

On December 4, 2023, the Board of Trustees of the Arkansas Teacher Retirement System (“Board”)
voted to proceed with the promulgation process for Rule 9.

Authority

A.C.A. § 24-7-301 provides that the Board is responsible for the general administration and proper
operation of the System and for implementing the Arkansas Teacher Retirement System Act,
A.C.A. § 24-7-201 et seq.

A.C.A. § 24-7-305(b) gives the Board the authority to promulgate rules as it deems necessary from
time to time in the transaction of its business and in administering the System.

A.C.A. § 25-15-216(b)(3) requires ATRS to promulgate rules pursuant to the provisions of each
act identified by the Bureau of Legislative Research or by the System as requiring the promulgation
of one (1) or more rules. Acts 2023, No. 104, was identified by the Bureau of Legislative Research
as requiring the promulgation of a rule or rules. Acts 2023, No. 107 and 170, were identified by the
System as requiring the promulgation of a rule or rules.

Amendments

Rule 9 has been amended as follows:

Redrafted for clarity and to address issues such as formatting, renumbering, grammar, and
spelling;

o Redrafted to further align with the Code of Arkansas Rules style format;
e The authority for this rule has been moved to the end of the document;

e The definition of “dependent child” has been amended to remove terms that are applicable
to dependent children who survive deceased active members.

e The definitions of “eligible employee”, “full service year”, “partial service year”, and
“service” were transferred from Rule 7 to Rule 9.
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e Amended to clarify that a member must have the required service credit, pay all
contributions and amounts owed to the System, and terminate employment or reach the
normal retirement age in order to become a disability retiree.

e Acts 2023, No. 107, amended the law to clarify that an extension must be granted by the
Executive Director and to provide that additional required documents accompanying a
retirement application must be submitted by the end of the sixth full calendar month
immediately following the member’s effective retirement date. The rule has been amended
to conform with the legislative changes.

¢ Amended rule to change “voluntary retirement” to “age and service retirement”;

e Acts 2023, No. 107, amended the law to clarify that an extension must be granted by the
Executive Director and to provide that additional medical documentation must be
submitted by the end of the sixth full calendar month immediately following the date of
the written notice of the medical committee’s decision to deny the initial application for
disability retirement. The rule has been amended to conform to the legislative changes;

o Acts 2023, No. 170, amended the law to provide that the same procedures used to determine
when an active member’s surviving spouse is entitled to begin receiving benefits must be
used in the case of a residue beneficiary who is the surviving spouse of a disability retiree.
The rule has been amended to conform to the legislative change;

o Acts 2023, No. 107, amended the law to provide that a member must apply for disability
review by the end of the third full calendar month immediately following the System’s
suspension of disability retirement benefit payments. The rule has been amended to
conform to the legislative change;

e Amended to clarify that a member may apply for disability review if the member either
submits an unfavorable SSA determination letter finding that the retiree is not disabled or
submits documentation showing that the retiree applied for SSA benefits before the thirty-
six-month deadline to submit a favorable SSA determination letter finding the retiree
disabled expired;

e Acts 2023, No. 107, amended the law to provide that an application for disability review
must be submitted no earlier than three (3) full calendar months before the date on which
the retiree’s disability retirement benefit payments would otherwise be suspended and no
later than by the end of the third full calendar month immediately following the suspension
of disability retirement benefits. The rule has been amended to conform to these legislative
changes;

e Amended to address the reinstatement of a member’s disability retiree status after the
Board enters an order finding the member ineligible to receive disability retirement
benefits;
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Acts 2023, No. 107, amended the law so that all termination separation period
requirements are included under A.C.A. § 24-7-502. The rule has been amended to conform
with this legislative change.

Amended to clarify that a disability retiree cannot transfer his or disability retirement status
to age and service retirement;

Current rules concerning the final average salary have been transferred from ATRS Rule
7;

Acts 2023, 104, amended the law to provide that the anti-spiking calculations should not
be applied to a partial service year or a fiscal year immediately following a partial service
year. The rule has been changed to incorporate this legislative change;

Acts 2023, 170, amended A.C.A. § 24-7-706 (annuity options) with regard to designating
option beneficiaries, eligibility of a surviving spouse to elect Option A benefits, and the
disposition of residue after a retiree’s death. The rule has been amended to incorporate
these legislative changes;

Acts 2023, 107, incorrectly amended A.C.A. § 24-7-709 to provides that if all designated
beneficiaries predecease the retiree, the residue shall be paid to the estate of the most
recently deceased designated beneficiary. The provisions of the act conflicts with other
statutory law addressing the same issue in A.C.A. § 24-7-709. The amendment reflects the
correct rule. The error in the act will be corrected next legislative session;

Amended to clarify when the manifest injustice process may be used to address a change,
omission, or error in the records of the System;

Amended to clarify that the Executive Director may implement a resolution that has a direct
financial impact to the System of up to five thousand dollars ($5,000) to address a
correction of a change, omission, or error in the records of the System;

Amended to clarify that a member is required to pay all amounts owed to the System due
to overpayments in order for the member to be eligible for retirement; and

Amended to clarify when a member’s annual benefit will be recalculated if a covered
employer reports additional salary for the member after the member’s annual benefit has
been calculated.

Recommendation

The System recommends that the proposed amendments to Rule 9 be approved as proposed.
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Color Code

Blue — Non-substantive changes by ATRS staff.

Green — Substantive changes by ATRS staff.

Red — Required legislative changes.

Brown — Non-substantive changes where the rule was transferred from one rule to another.
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