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FLOOR AMENDMENT EXPLANATION 

 

Yarbrough Floor Amendment to H.B. 2562 
  

1. Provides a public retirement plan, 401(a), and LTD benefits for public employees 
who are otherwise ineligible for ASRS.  

 
2. Establishes the 401(a) to be a 414(h) pick up for income tax purposes which will 

be administered under the current Third Party Administrator (TPA) contract.  
Requires a competitive bid at least every five years on expiration of the current 
contract.  

 
3. Limits the ASRS 401(a) plan to employers who have entered into an ASRS 

participation agreement wherein the employee has not entered into an alternative 
retirement or compensation agreement with the employer.    

   
4. Requires employers to cooperate, collaborate and follow ASRS procedures to 

ensure proper enrollment of employees. 
 

5. Requires written determinations for Social Security or ASRS eligibility. 
 

6. Provides a process for enrolling employees in the 401(a) during the Social 
Security and ASRS administrative appeals of written determinations of eligibility. 

 
7. Increases the ASRS administration account appropriation to $430,000 for the 

expansion of LTD benefits to 401(a) members and IRS qualification processes. 
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Fifty-first Legislature Yarbrough 
First Regular Session H.B. 2562 

 

YARBROUGH FLOOR AMENDMENT 

SENATE AMENDMENTS TO H.B. 2562 

(Reference to FIN amendment) 

 

Page 1, line 7, after the first period insert "COOPERATE AND COLLABORATE WITH ASRS 1 

AND FOLLOW ALL ASRS PROCEDURES TO" 2 

Line 16, after "A" insert "WRITTEN" 3 

Line 17, strike "AND APPLICATION BY ASRS" 4 

Line 19, after "SYSTEM" insert "OR THE APPLICATION OR USE OF THAT WRITTEN 5 

DETERMINATION BY ASRS FOR ASRS MEMBERSHIP" 6 

Line 20, strike "38-955" insert "38-956" 7 

Line 21, strike "38-952" insert "38-955"; after "THE" insert "SOCIAL SECURITY 8 

ADMINISTRATION OR" 9 

Line 22, after "PROCESS" insert ", UNLESS THE EMPLOYEE HAS ENTERED INTO AN 10 

AGREEMENT WITH THE EMPLOYER THAT REQUIRES PARTICIPATION IN AN ALTERNATIVE 11 

RETIREMENT PLAN OR FOR OTHER COMPENSATION PROVIDED IN LIEU OF RETIREMENT 12 

BENEFITS" 13 

Page 2, line 2, strike "38-955" insert "38-956"; strike "38-952" insert "38-955" 14 

Line 5, strike "38-955" insert "38-956" 15 

Line 9, after "A" insert "WRITTEN" 16 

Line 10, strike "AND APPLICATION BY ASRS" 17 

Line 12, after "SYSTEM" insert "OR THE APPLICATION OR USE OF THAT WRITTEN 18 

DETERMINATION BY ASRS FOR ASRS MEMBERSHIP" 19 

Line 16, after "THE" insert "SOCIAL SECURITY ADMINISTRATION OR" 20 

Line 17, strike "38-955" insert "38-956" 21 

Line 18, strike "38-952" insert "38-955, UNLESS THE EMPLOYEE HAS ENTERED INTO AN 22 

AGREEMENT WITH THE EMPLOYER THAT REQUIRES PARTICIPATION IN AN ALTERNATIVE 23 

RETIREMENT PLAN OR FOR OTHER COMPENSATION PROVIDED IN LIEU OF RETIREMENT 24 

BENEFITS" 25 

Line 21, after the "ASRS" insert "AND IS PARTICIPATING IN THE PLAN ESTABLISHED 26 

BY ASRS PURSUANT TO SECTION 38-955" 27 
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Page 2, line 22, strike "38-955" insert "38-956" 1 

Line 23, strike "38-952" insert "38-955" 2 

Between lines 23 and 24, insert: 3 

"C.  THIS SECTION ONLY APPLIES TO AN EMPLOYER THAT HAS ENTERED INTO AN 4 

AGREEMENT APPROVED BY THE BOARD UNDER SECTION 38-729." 5 

Between lines 24 and 25, insert: 6 

Lines 33 and 41, strike "38-955" insert "38-956" 7 

Page 9, line 16, after the first comma insert: 8 

Line 18, strike "section" insert "sections"; after "38-955" insert 9 

"and 38-956" 10 

Between lines 18 and 19, insert: 11 

"38-955.  Defined contribution plan; establishment; 12 

administration 13 

A.  THE ARIZONA STATE RETIREMENT SYSTEM BOARD SHALL 14 

ESTABLISH, ADMINISTER, MANAGE AND OPERATE A DEFINED CONTRIBUTION 15 

PLAN FOR EMPLOYEES ENROLLED PURSUANT TO SECTIONS 38-728 AND 16 

38-956. 17 

B.  THE ARIZONA STATE RETIREMENT SYSTEM BOARD MAY: 18 

1.  DELEGATE AUTHORITY TO IMPLEMENT THE PLAN TO ITS DIRECTOR 19 

APPOINTED PURSUANT TO SECTION 38-715. 20 

2.  EMPLOY SERVICES IT DEEMS NECESSARY, INCLUDING LEGAL 21 

SERVICES, FOR THE OPERATION AND ADMINISTRATION OF THE PLAN. 22 

3.  ADMINISTER THE PLAN THROUGH CONTRACTS WITH MULTIPLE 23 

VENDORS. 24 

4.  PERFORM ALL ACTS, WHETHER OR NOT EXPRESSLY AUTHORIZED, 25 

THAT IT DEEMS NECESSARY AND PROPER FOR THE OPERATION AND 26 

PROTECTION OF THE PLAN. 27 

5.  FOR THE PURPOSES OF THIS ARTICLE, ENTER INTO 28 

INTERGOVERNMENTAL AGREEMENTS PURSUANT TO TITLE 11, CHAPTER 7, 29 

ARTICLE 3. 30 

C.  NOTWITHSTANDING TITLE 41, CHAPTER 23, THE ARIZONA STATE 31 

RETIREMENT SYSTEM BOARD MAY EMPLOY THE SERVICES OF THE 32 
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THIRD-PARTY ADMINISTRATOR THAT IS CONTRACTED ON THE EFFECTIVE 1 

DATE OF THIS SECTION TO ADMINISTER THE SUPPLEMENTAL DEFINED 2 

CONTRIBUTION PLAN PURSUANT TO THIS ARTICLE TO ALSO ADMINISTER THE 3 

DEFINED CONTRIBUTION PLAN ESTABLISHED PURSUANT TO THIS SECTION 4 

UNTIL THE END OF THE CURRENT CONTRACT.  ON EXPIRATION OF THAT 5 

CONTRACT, THE ARIZONA STATE RETIREMENT SYSTEM BOARD SHALL 6 

PARTICIPATE IN A COMPETITIVE BID PROCESS AT LEAST ONCE EVERY FIVE 7 

YEARS TO CONTRACT WITH A PRIVATE PERSON OR ANY QUALIFIED COMPANY 8 

OR COMPANIES TO ADMINISTER THE DEFINED CONTRIBUTION PLAN 9 

ESTABLISHED PURSUANT TO THIS SECTION. 10 

D.  THE DEFINED CONTRIBUTION PLAN SHALL BE DESIGNED TO BE A 11 

QUALIFIED GOVERNMENTAL PLAN UNDER SECTION 401(a) OF THE INTERNAL 12 

REVENUE CODE. THE LEGISLATURE INTENDS THAT THE DEFINED 13 

CONTRIBUTION PLAN IS A QUALIFIED PLAN UNDER SECTION 401 OF THE 14 

INTERNAL REVENUE CODE, AS AMENDED, OR SUCCESSOR PROVISIONS OF 15 

LAW, AND THAT THE PLAN IS EXEMPT FROM TAXATION UNDER SECTION 501 16 

OF THE INTERNAL REVENUE CODE. THE BOARD MAY ADOPT ANY ADDITIONAL 17 

PROVISIONS TO THE PLAN THAT ARE NECESSARY TO FULFILL THIS INTENT. 18 

E.  ALTHOUGH DESIGNATED AS EMPLOYEE CONTRIBUTIONS, ALL 19 

EMPLOYEE CONTRIBUTIONS MADE TO THE PLAN SHALL BE PICKED UP AND 20 

PAID BY THE EMPLOYER IN LIEU OF CONTRIBUTIONS BY THE EMPLOYEE. 21 

THE CONTRIBUTIONS PICKED UP BY AN EMPLOYER MAY BE MADE THROUGH A 22 

REDUCTION IN THE EMPLOYEE'S COMPENSATION OR AN OFFSET AGAINST 23 

FUTURE COMPENSATION INCREASES, OR A COMBINATION OF BOTH. AN 24 

EMPLOYEE PARTICIPATING IN THE PLAN DOES NOT HAVE THE OPTION OF 25 

CHOOSING TO RECEIVE THE CONTRIBUTED AMOUNTS DIRECTLY INSTEAD OF 26 

THE EMPLOYER PAYING THE AMOUNTS TO THE PLAN. IT IS INTENDED THAT 27 

ALL EMPLOYEE CONTRIBUTIONS THAT ARE PICKED UP BY THE EMPLOYER AS 28 

PROVIDED IN THIS SUBSECTION SHALL BE TREATED AS EMPLOYER 29 

CONTRIBUTIONS UNDER SECTION 414(h) OF THE INTERNAL REVENUE CODE, 30 

SHALL BE EXCLUDED FROM EMPLOYEES' GROSS INCOME FOR FEDERAL AND 31 

STATE INCOME TAX PURPOSES AND ARE INCLUDABLE IN THE GROSS INCOME 32 
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OF THE EMPLOYEES OR THEIR BENEFICIARIES ONLY IN THE TAXABLE YEAR 1 

IN WHICH THEY ARE DISTRIBUTED." 2 

Page 14, line 19, strike "38-955." insert "38-956." 3 

Page 9, line 19, strike "38-952" insert "38-955" 4 

Line 20, strike "PERSON" insert "EMPLOYEE" 5 

Line 29, after the first quotation marks insert: 6 

"5.  THE EMPLOYEE HAS NOT ENTERED INTO AN AGREEMENT WITH THE EMPLOYER 7 

THAT REQUIRES PARTICIPATION IN AN ALTERNATIVE RETIREMENT PLAN OR FOR OTHER 8 

COMPENSATION PROVIDED IN LIEU OF RETIREMENT BENEFITS." 9 

Line 32, strike "38-952" insert "38-955" 10 

Page 10, line 8, strike "$105,000" insert "$430,000" 11 

Amend title to conform 12 
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