AGENDA : _
‘Joint Committee on Public Retirement & Social Security Programs

Tuesday, December 13, 2011
09:30 AM
Hilton Garden Inn - 2840 S. Caraway Road
Joneshoro, Arkansas

Sen. Johnny Key, Chair
Sen. Joyce Elliott, Vice Chair

Rep.
Rep.

Les "Skip" Carnine, Chair
Butch Wilkins, Viice Chair

Rep.
Rep.

David L. Branscum, Non-Voting
Sheilla E. Lampkin, Non-Voting

Sen. Jimmy Jeffress Rep. Johnnie J. Roebuck Rep. Fred Allen, Alternate
Sen. Jim Luker Rep. Randy Stewart Rep. Billy W. Gaskill, Alternate
Sen. Gene Jeifress Rep. Tim Summers Rep. Toni Bradford, Alternate
Sen. David Wyatt Rep. Mark Perry Rep. Duncan Baird, Alternate
Sen. Jason Rapert Rep. Jim Nickels Rep. Robert E. Dale, Alternate
Sen. Bill Sample Rep. Allen Kerr Rep. Jody Dickinson, Alternate
Sen. Jeremy Hutchinson Rep. Homer Lenderman Rep. James Ratliff, Alternate
Sen. Mike Fletcher Rep. Gary Deffenbaugh Rep. Josh Johnston, Alternate
Rep. Tormmy Wren, Non-Voting Rep. Nate Bell, Alteinate

Rep.

John Catleft, Non-Voting

Rep.

Efrem Elliclt, Alternate

A. Call to Order

B. Approval of Minutes—October 17 & 18, 2011 [Exhibit B, B-1]

C. Comments by Co-Chairs—Representative Les Carnine and Senator Johnny Key

D. Welcome and Overview of the ASU System and Programs by Dr. G. Daniel "Dan” Howard, interim
Chancellor, Arkansas State University

E. Notification of Openings and Description of Board Duties for the Afkansas Local Pblice and Fire Retirement

System (LOPFI) [Exhibit E]

1. David Clark, Executive Director, LOPF!

2. Roger Smith, Arkansas State Fraternal Order of Police

3. Committee discussicn and action

F. Notification of Opening and Description of Board Duties for the Arkansas Fire and Police Pension Review

Board (PRB) [Exhibit F]

1. David Clark, Executive Director, LOPFI
2. Committee questions and discussion

G. Notification of Openings and Description of Board Duties for the Arkansas Teacher Retirement System

(ATRS) [Exhibit G}

1. George Hopkins, Director, ATRS
2. Committee questions and discussion

Notice: Silence your cell phones. Xeep your personal conversations to a minimum. Observe restrictions
designating areas as "'Members and Staff Only"



H. Discussion of the Arkansas Teacher Retirement System’s Actuarial Report for June 30, 2011 [Exhibit H]

1. George Hopkins, Director, ATRS
2. Committee questions and discussion

|.  Other Business

J. Adjournment



- Exhibit B
MINUTES

JOINT COMMITTEE ON PUBLIC RETIREMENT
‘ & SOCIAL SECURITY PROGRAMS
October 17, 2011

The Joint Committee on Public Retirement and Social Security Programs met Monday,
October 17, 2011, at 4:30 p.m., at the DeGray Lake Resort State Park Lodge in Bismarck,
Arkansas.

Committee members in attendance: Senators Johnny Key, Sghate Co-Chair, Mike
Fletcher, Gene Jeffress, Jimmy Jeffress, and Bill Sample; Représgntatives Les Carnine,
House Co-Chair, Nate Bell, Gary Deffenbaugh, Billy GaskillzHom Lenderman Johnnie
Roebuck, Randy Stewart, Tim Summers, and Butch Wilkins:,

Also attendlng Representatives John Burris, Davj

“'Fleldﬂlng, Buddy Love -and Garry
Smith. :

Senator Johnny Key called the meeting to order.

| was provided in Exhibit D. He
stated the 457 Plan is similar to 401k programs offered’i e;’-pnvate sector. The 457 Plan is
a supplemental retlrementspré“g ‘m} which allows parhclpants to depOSIt a portlon of their pay

assets. Investment options include fixed income, mutual
thdraw money for additional i income after retlrement

Contrlbutlon ||m|ts are set by
place in the first' quarfe f 201"
‘tax contrlbutlon

Arkansas State Highway Emplc
Mr. Larry Dickérson, Executi ‘Secretary, ASHERS, gave a presentation. An actuarial report
with updated Ilablllty amounts.was shown on a chart in Exhibit E-1. Mr. Dickerson stated the
report is important because the updated amounts are on the positive side of liabilities. The
chart also shows tentatlve ufifunded liabilities ending June 30, 2011, and the tentative liability
position for the end of Jiine 30, 2011. The liabilities had been expecteJ:l to increase from $50
million to $80 million. lhstead, liabilities increased to only $37.7 million. There was
discussion of the pros and cons of the smoothing of assets versus market value. Mr.
Dickerson believes the focus should be on market value.

Arkansas Local Police and Fire Retirement System (LOPFI) (Handout 1)

Mr. David Clark, Executive Director, LOPFI, presented an overview of LOPFI and the
Pension Review Board (PRB). LOPF! covers police officers and firefighters hired January 1,
1983, or later. The PRB, a regulatory board, monitors closed pension plans for police officers
and firefighters hired on or before the last day of 1982. The handout is a summary of
legislation passed in the 2011 legislative session, and a statewide map with the retirement
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benefit amounts paid to members in each county, as of October 2011. Technical changes in
legistation moved service credit purchases to actuarial calculations. If a member chooses to
move purchase of cadet or military service time, they will pay the actual cost of the purchase.
There are 12,400 active members, including paid/career members and volunteer members.
Mr. Clark advised that 66% of the 5,900 paid/career members do not participate in Social
Security, which means they rely on their benefits to sustain their retirement. The LOPFI
system is based on a calendar year. For the year ending December 31, 2010, the system
was 70% funded. Mr. Clark explained that LOPF! administers benefit structures for 141 of
the 145 closed pension plans throughout the state. When the closed pension plans are
factored in, the funding ratio for 2010 decreased to 65%. ﬁ@%‘w

; e

Act 979 of 2011 revised the insurance premium tax formula (pre mjum tax monies are
distributed back to employers to help fund contributicn cos\;gegto ""@PF!) The PRB sent a
memorandum to the closed pension plans with projections*gr the 2 gﬂ% Premlum tax funds.
Included in the memorandum is a new component of fundlng, an additler};?I allocation of 10% -
of actuarial costs, which will be available to eligible plans Eligibility will bedetermined by the
pension plans’ base benefits found in the annua!!.; Yancial reports the clos %&'ﬂ“‘pensmn plans
prowde to LOPFL. 3

Ms. Gail Stone, Executive Director; APERS, gave an ovemew of the system She stated that
APERS and the Arkansas State Police Rgeﬂ[% 2RS).

totaling $5.8 billion as of June 30, 2011, WLtb ?.a;-:ggggon inun ;ded liabilittes. The rate of
return on investments was 26% for the pas’r:., ear, aNd.4 4TJb over ‘the last five years., APERS
has 45,135 active members a{pd28 000 retlrégs WAPE%RS;}Ba d $344 million in retirement
benefits in 2011. Ms. Storié-ds .}_crlbed the Defgred Retlre"r"rgient Option Plan (DROP) which
allows retired employees:-to cont nt‘i‘e working foiseven years after entering DROP. The
employer contribution rate:is currently 13.47% of"’g} .overall payroll, with an employee
contribution rate- of 56%. The majo' f benefits come from the system’s investment
programs. Ms, §1;Qge was aske,d t h:chariges to the interest rates for DROP accounts.
.{”mt’e*res itate credifed to the participant DROP balances had been 6% for a

A

fong time, But, due to tﬁ“"’” ’dramatlcideclme in the market in 2008 and 2009, the trustees
iange the intere &rate to"B%geffectlve July 1, 2011. The frustees believe it was

Eh

necessery’c ;;::L;enange the rates to ensure the core benefits remain safe. Exhibit E-3 includes a

statewide map«;sll wing the tef%l benefit amounts paid to members in each county.

}

Arkansas Teacher f.'.etlrement Svstem (ATRS) (Exhibit E-4)

Mr. George Hopkins, E’xegutwe Director, ATRS, explained the Teacher Deferred Retirement
Option Plan (T-DROP), Which is an optional program for teachers who have worked in the
system for 28 years or more. There are close to 90,000 active members and 33,000 retirees,
including surviving children and spouses. The program pays over $59 million per month in
benefits. In the past year there were 4,106 working retirees who worked either full-time or
part-time. Mr. Hopkins stated that from a financial standpoint, working retirees help the
program because there are no new retirement liabilities, and no additional costs to the state.
A law passed in the 2009 legislative session extended the separation period from 30 days to
6 months, plus the ATRS board adopted stricter rules for the early application process.
Teachers are now screened to ensure their return to work does not violate the laws. The T-
DROP program encourages teachers to stay in the profession for longer periods of time,
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which helps to retain quality teachers. Exhibit E-4 includes a statewide map with the number
of working retirees, salaries, and retirement benefit amounts for each county. Several
teachers spoke at the meeting and urged legislators not to change the current system.
Senator Key expiained the committee will continue to study the issues to determine what is
most beneficial to the retirement systems’ members and the overall system.

Arkansas State Police Retirement System (ASPRS). (Exhibit E-5)

Ms. Gail Stone, Executive Secretary, ASPRS, gave an overview of the system. Exhibit E-5
provides information detailing the number of participants and benefit amounts paid ASPRS
has 530 active state troopers and 630 retired state troopers, including, 76 enrolled in DROP.
The average monthly benefit amount is $3,400. Total benefits paid for all participants in fiscal
year 2011 was $21.8 million with an unfunded liability of $126,3:million. The required
contribution rate is 45. 85% the employer contribution rate ISH 2% ..,nd the remainder comes

*1, Was $171 mllllon with $165
has 35 members and Tier 2 has







Exhibit B-1

MINUTES
JOINT COMMITTEE ON PUBLIG RETIREMENT &
SOCIAL SECURITY PROGRAMS
-October 18,2011 .

The Joint Committee on Public Retirement and Social Security Programs met Tuesday,
October 18, 2011, at 10:00 a.m., at Henderson State University in Arkadelphia, *
Arkansas. _

objection.

Consideration to adopt Interim Study Proposai (l
Sanders (Exhlblt E)

;l.ved aft

er doptlon of the ISP. He was recognized by
he ISP

)aif of Representafive David Sanders Senator

some members’-‘ f.the bar assoclatlon who view this as a form of “double dlpplng The
study of the ISP isifo. determlne the number of judges involved, the impact on the
various retirement systems and what, if any, legislation may be needed.

Proposed Rules — Arkansas Public Employees Retirement System (APERS) (Exhibit F)
Ms. Gail Stone, Executive Director, summarized the proposed changes to several rules
and regulations, which have been adopted by the APERS Board to conform with laws
passed during the 2011 legisiative session. The proposed changes include:
> Regulation 106 -- Employer Contributions for Rehired Retirees. This is a new
regulation to comply with Act 558 of 2011; which makes it clear that no additional
service credit will be rendered to rehired retirees.




>

.

MINUTES — Joint Retirement Committee
October 18, 2011 ~Page 2 of 3

Regulation 201 -- Proof of Age. The APERS Board has modified the proof of age
policy to include accepting a valid United States passport as a form of
identification.

Regulation 210 - Public Safety Credit. This change will acknowledge that
firefighters and the state military department are considered public safety
members for the purpose of retirement crediting, only if federal funds are
available to pay the additional cost.

Regulation 214 -- DROP Provision Amendments: = :
« First amendment - the APERS Board.was askeghto consider the interest
rate credited to DROP accounts at its regulargﬁféifgruary meeting. The
Board will vote to maintain, raise, or drop thé‘ﬁﬁf“érfegt rate, and the rate will
. be determined by the vote taken at the méeting. THekagreed upon interest
rate will take effect on July 1 of the sgﬁé“:&ygén N

Pt

f re-employment addfa%"jéed;in Act 38
i

o Second amendment -- the eligibjlj 20
n ergj;_iggyee is not el We for re-

of the 2011 legislative session state )
employment with any public job tha etwise covered by state level
retirement system after exiting DROP, iffifst enrolled in DROP in March of
- 2011, or later. Employ“é;;eﬁg%\gho do return to;Work must conform with the
5 Stone explaiﬁi’eﬁ at-the formation of the

. . ST e
separation requirementsi¥iMs; S

DROP was intended as éﬁg@‘ﬁ‘a‘&fé;fgeaneer concep + ‘She stated that
passage of Regulation 214;iplus itg: f;ijf,’endmgpt’s will return the DROP
program fo its, original concept. ¢ et

e

ation of Covéfed Empléyment Required for Retirement.

énsures that employeesiwhe return to work must conform wtih the

mployees cafinot return to work in a part-time
rker;.in. an effort to avoid the law. ‘

Regulation 2@(5"5';

a3
ks

The regulation’ens
separation requiréments

2;%_;3(;30ntﬁb S__Requiréd of New County and Municipal Elected

Officials. This nev%%i;egu[ah’é_ ‘fequires an additional 5% contribution to be paid

forthe newly elect“e;@;%pountyiﬁénd municipal officials elected for the first time after
011. The a‘ggitional 5% contribution will be paid in equal amounis by the
and the employee, each paying 2.5%.

IRk Fed

Senator Key‘%&;ge’%éted Legislative Staff to advise the ALC-Administrative
Rules and Regulations Committee the rules have been reviewed.

Arkansas Local Fire and Police Pension and Relief Funds summary report ( Exhibit G)

Mr. Jody Carreiro, Committee Actuary, gave a presentation. Mr. Carreiro stressed the
importance of the context of federal law in the discussions of DROP interest rates. He
explained that interest rates for DROP accounts cannot be set based on a retirement
system’s yearly earnings beécause a sub-account of a retirement plan, which shares in
its gains or losses, would be viewed as a defined contribution plan under federal faw.
An entirely different set of tax codes would be applied to that sub-account. Mr. Carreiro
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suggests DROP interest rates be set using other factors. He recommended the use of
the ten-year treasury rate as an example.

Senator Key asked Mr. Carreiro to prepare a memorandum with his suggestion and
comments to be distributed to all the members of the Joint Retirement Commitiee.

Mr. Carreiro gave an overview of the closed pension plans for police officers and
firefighters hired before 1983. He referenced a table found on page 1 of Exhibit G,
which includes:

+ 150 locally operated plans, as of December 31, 2010 =,

79 active members, the majority being volunteer fi refighters

64 members in DROP e
3,102 total or retired members
$656 million total assets and accrued liabilitieg

+
+
+
+

Mr. Carreiro discussed plan contributions. Workmg plan members are raquired to make
contributions. But, as there are a limited numpbi S of working members, the Lgsed plan
contributions have become limited. Mr. Carreird _XEIalned%‘that some plan locations
have access to a dedicated millage. Plus, police p’“’é iofr funds receive a portion of
fines and fees, which helps support those plans. Mr. iro indicated that the majority
of municipalities only budget the minimum contribution amounts requlred by law, which

feaves many of the closed pension plans poorly funded

Mr. Marc Watts with the Arkansas State EmployeeS':‘"' cjati’én was recognized. He
thanked the commitiee for-holding the regional fmeetingsi'He said ASEA members
appreciate the opportunlty to‘hear the dlscussmns and ask questions.

There being no furthe ines the meeting adjpurned at 11:25 am.
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LOPFI

ARKANSAS LOCAL POLICE & FIRE RETIREMENT SYSTEM 620 W. 3rd, Suite 200
Little Rock, Arkansas 72201-2223
Telephone: 501.682.1745

December 1, 2011 Toll-Free: 866.859.1745
Fax: 501.682.1751

Senator Johnny Key email: info@lopfi-prb.com

Representative Les “Skip” Camine website: www.lopfi-prb.com

Co-Chairs, Joint Committee on Public Retirement
and Social Security Programs

State Capitol, Room 315

Little Rock, AR 72201

Dear Mr. Chairmen:

On behalf of the trustees of the Arkansas Local Police and Fire Retirement System
(LOPF), please be advised that as of January I, 2012 an appointment will open in the retired
municipal police representative position on the LOPFI board,

Arkansas Code Annotated 24-10-201 directs the Governor to appoint the retired police
representative from a list of names submitted to him by the Joint Committee on Public
Retirement and Social Security Programs. The trustee who currently holds this position, Donna
Adkins, respectfully requests that he name not be submitted. Ms. Adkins has enjoyed her tenure
on the Board; however, she looks forward to spending more time with her family.

As always, we appreciate your assistance.
Respectfully,

Ll

David B. Clark
- Executive Director

Cc: LOPFI Board of Trustees




LOPFI

EXHIBIT

ARKANSAS LOCAL POLICE & FIRE RETIREMENT SYSTEM

December 1, 2011

Senator Johnny Key

Representative Les “Skip” Carnine

Co-Chairs, Joint Committee on Public Retirement
and Social Security Programs

State Capitol, Room 315

Little Rock, AR 72201

Dear Mr. Chaﬁrmen:

620 W. 3rd, Suile 200

Littte Rack, Arkansas 72201-2223
Telephone: 501.682.1745
Toll-Free: 866.859.1745

Fax: 501.682.1751

email: info@lopfi-prb.com
websile: www.lopfi-prb.com

On behalf of the trustees of the Arkansas Local Police and Fire Retirement System
(LOPFY), please be advised that as of January 1, 2012 an appointment will open in the retired

municipal firefighter representative position on the LOPFI board.

Arkansas Code Annotated 24-10-201 directs the Governor to appoint the retired firefighter
representative from a list of names submitted to him by the Joint Committee on Public
Retirement and Social Security Programs. The trustee who currently holds this position, Dan
Curtner, respectfully asks that his name not be submitted. While Mr. Curtner has enjoyed his

tenure on the Board, he looks forward te spending more time with his family.
As always, we appreciaie your assistance.
Respectfully,

Lhtper”

David B. Clark
Executive Director

Cc; LOPFI Board of Trustees

E



EXHIBIT E

LOPFT

Subchapter 2
— Board of Trustees

—» 24-10-201. Members and terms.
24-10-202. Vacancies.
24-10-203. Proceedings.
24-10-204. Employees.
24-10-205. Records and reports.
24-10-206. Federal taxation.

Effective Dates. Acts 1985, No. 547, § 3: Mar. 25, 1985. Emergency clause provided: "It is hereby
found and determined by the General Assembly that current law providing for the election of member
trustees is unclear and cumbersome, and that this Act is necessary to ensure the timely replacement of
representatives of the covered members of the System, Therefore, an emergency is hereby declared to
exist and this Act being immediately necessary for the preservation of the public peace, health and safety
shall be in full force and effect from and after its passage and approval.”

Acts 1989, No. 152, § 7. Feb. 21, 1989. Emergency clause provided: "It is hereby found and
determined by the General Assembly that confusion exists regarding whether bank trust officers may
serve as investment advisers to local police and fire pension funds; that it was never the intent that bank
trust officers not be authorized to so act; that this Act clarifies the law to specifically authorize bank trust
officers to serve as investment advisers to the local police and fire pension funds: and that this Act should
be given effect immediately in order to eliminate the confusion. Therefore, an emergency is hereby
declared to exist and this Act being immediately necessary for the preservation of the public peace health
and safety shall be in full force and effect from and after its passage and approval.”

Acts 1997, No. 250, § 258: Feb. 24, 1997. Emergency clause provided: "It is hereby found and
determined by the General Assembly that Act 1211 of 1995 established the procedure for alt state boards
and commissions to follow regarding reimbursement of expenses and stipends for board members; that
this act amends various sections of the Arkansas Code which are in conflict with the Act 1211 of 1995;
and that until this cleanup act becomes effective conflicting laws will exist. Therefore an emergency is
declared to exist and this act being immediately necessary for the preservation of the public peace, health
and safety shall become effective on the date of its approval by the Governor. If the bill is neither approved
nor vetoed by the Governor, it shall become effective on the expiration of the period of time during which
the Governor may veto the bill. If the biill is vetoed by the Governor and the veto is overridden, it shall
become effective on the date the last house overrides the veto.”

Acts 2003, No. 1277, § 2: amendment effective by its own terms on Jan. 1, 2004.

Acts 2011, No. 17, § 7. Feb. 9, 2011. Emergency clause provided: “It is found and determined by the
General Assembly of the State of Arkansas that the Arkansas Local Police and Fire Retirement System is
in place to provide economic security for eligible citizens of Arkansas, that the statutes need amending to
account for changes in the economy, and that these citizens need to be immediately covered by these
changes. Therefore, an emergency is declared to exist and this act being necessary for the preservation
of the public peace, health, and safety shall become effective on: (1) The date of its approval by the
Governor, (2) If the bill is neither approved nor vetoed by the Governor, the expiration of the period of time
during which the Governor may veto the bill; or (3} If the bill is vetoed by the Governor and the veto is
overtidden, the date the last house overrides the veto.”

@ 2011 by The State of Arkansas and Matthew Bender & Company, Inc., a member of the LexisNexis Group. All rights reserved. Use of
this product is subject to the restrictions and terms and conditions of the Matthew Bender Master Agreement,



EXHIBITE

Acts 2011, No. 558, § 6: Mar. 22, 2011. Emergency clause provided; " is found and determined by
the General Assembly that the Arkansas Fire and Police Pension Review Board is in place to provide
economic security for eligible citizens of Arkansas, that the statutes need amending to account for
changes in the economy, and that these citizens need o be immediately covered by these changes.
Therefore, an emergency is declared to exist and this act being immediately necessary for the

__preservation of the public peacs, health, and safety shali become effective on: (1) The date of its approval

* by the Governor; (2) If the bill is neither approved nor vetoed by the Governor, the expiration of the period
of ime during which the Governor may veto the bill; or (3) If the bill is vetoed by the Governor and the veto
is overridden, the date the last house overrides the veto.”

—> 24-10-201. Members and terms.

(a) The general administration and the responsibility for the proper operation of the Arkansas
Local Police and Fire Retirement System and for making effective the provisions of this chapter
are vested in a board of trustees of seven (7) persons as follows:

(1) One (1) person to be appointed-member trustee by the Governor from two (2) lists of
persons submitted to him or her, one (1) list from the Arkansas Professional Fire Fighters
Association and one (1) list from the Arkansas Council of Professional Fire Fighters;

(2) One (1) person to be appointed member trustee by the Governor from two (2} lists of
persons submitted to him or her, one (1) list from the Arkansas Municipal Police Association and
one (1) list from the Fraternal Order of Police;

- (3) Two (2) persons to be appointed employer trustees by the Governor from a list of
persons submitted to him or her by the Arkansas Municipal League;

(4) One (1) person who is not a member, retirant, or beneficiary of the system and who is
not a member of the governing body of any political subdivision to be appointed trustee by the
Governor from a list of persons submitted to him or her by the Joint Committee on Public
Retirement and Social Security Programs;

(5) Omne (1) person who is a retired municipal police officer to be appoihted a member
trustee by the Governor from a list of two (2) persons submitted to him or her by the cochairs of
the Joint Committee on Public Retirement and Social Security Programs; and

(6) One (1) person who is a retired municipal firefighter to be appointed a member
trustee by the Governor from a list of two (2) persons submitted to him or her by the cochairs of
the Joint Committee on Public Retirement and Social Security Programs.

(b)(1) The normal term of office for a trustee shall be four (4) years from January 1 next
following his or her election or appointment, as the case may be.

(2) Each trustee shall continue to serve as trustee until a successor is appointed and has
qualified.

© 2011 by The State of Arkansas and Matthew Bender & Company, Inc., a member of the LexisNexis Group. All rights reserved, Use of
this product i subject to the restrictions and terms and conditions of the Maithew Bender Master Agreement.



EXHIBIT E

() Trustees elected or appointed as member trustees shall be retired or active members of
the system, but:

(1) Not more than one (1) member trustee shall be employed or formerly employed by
any one (1) employer; '

(2) Not more than two (2) member trustees shall be police officers or retired police
officers; and

(3) Not more than two (2) member trustees shall be firefighters or retired firefighters.

(d) Trustees appointed as employer trustees shall be elected or appointed officials of
employers with management experience and shall not be members of the system, but not more
than one (1) employer trustee shall be from any one (1) employer,

(e) Whenever the Governor is to appoint a trustee, the list of persons submitted to h1m or her
shall consist of the names of two (2) persons.

History. Acts 1981, No. 364, § 7, 1985, No. 547, § 1; A.S.A. 1947, § 12-3807; Acts 2003, No.
1277, § 1.

A.C.R.C. Notes. Acts 2003, No. 1277, § 2 provided:
“(a) This act is effective January 1, 2004.

“{(b)(1) Under section 1 of this act, the initial new two (2) member trustees to be appointed by
Governor from lists submitted by the cochairs of the Joint Committee on Public Retirement and Social

Security Programs shall be appointed for staggered-terms to expire each year over a two-year period and
the terms shall be designated by the Governor.

“(2) Adfter the initial terms, the two (2) member trustees to be appointed by Governor from lists
submitted by the cochairs of the Joint Committee on Public Retirement and Social Security Programs shall
serve terms as the other trustees for four (4) years.”

Publisher's Notes. Acts 1985, No. 547, § 1, provided, in part, that the first two member trustees
should be appointed by the Governor from a list of persons submitted by the Joint Committee on Public
Retirement, one for a term expiring January 1, 1986 and one for a term expiring January 1, 1988. At the
first meeting of the hoard, the first two member trustees were to determine by lot who would serve the
term expiring in 1886 and who would setve the term expiring in 1988. The Arkansas Municipal League
was authorized to nominate persons for the two employer trustee positions, one for a term expiring

January 1, 1985 and one for a term expiring January 1, 1987. The first citizen trustee was to be appointed
for a term expiring January 1, 1987,

Amendments. The 2003 amendment substituted "seven (7)" for “five (5)" in the introductory
paragraph of (a); added (a)(5) and (a)(6); inserted the present subdivision designations in (c); inserted
“retired or active” in the introductory language in (c); inserted “or formerly employed” in (c)(1); substituted
“two (2) member trustees” for “one (1) member trustee” in (c}{2) and (c)(3); substituted "firefighters or
retired firefighters” for “a fire fighter” in (c}(3); and made stylistic and minor punctuation changes.

© 2011 by The State of Arkansas and Maithew Bender & Company, Inc., a member of the LexisNexis Group. Alf rights reserved. Use of
this praduct is subject to the restrictions and terms and conditions of the Matthew Bender Master Agreement.



EXHIBIT E

24-10-202, Vacancies.

(a) In the event any member trustee ceases to be a member of the Arkansas Local Police and
Fire Retirement System, or if any employer trustee ceases to be an appointed or elected official of
an employer or becomes a member of the system, or if the citizen trustee becomes a member of
the system or an elected or appointed official of an employer, or if any trustee fails to attend three
(3) consecutive meetings of the Board of Trustees of the Arkansas Local Police and Fire
Retirement System, unless in each case excused for cause by the remaining trustees attending the
meetings, he or she shall be considered as having resigned from the board, and the board by
resolution shall declare his or her office of trustee vacated.

(b) If a vacancy occurs in the office of trustee, the vacancy shall be filled for the unexpired
term in the same manner as the office was previously filled.

(¢) From the time a vacancy in the office of trustee occurs and the board has begun the steps
to see that the vacancy will be filled, and before the time the vacancy is filled, the frustees in
office by majority vote may elect a person to fill temporarily the vacancy for the interim period
but in no event for a period longer than one (1) year.

History. Acts 1981, No. 364, § 7; A.S5.A. 1947, § 12-3807.
. 24-10-203. Proceedings.

(2)(1)(A) Each trustee shall be entitled to one (1) vote ‘on the Board of Trustees of the
Arkansas Local Police and Fire Retirement System.

(B) Three (3) votes shall be necessary for a decision by the trustees a.t any
meeting of the board.

(2) Three (3) trustees, of whom at least one (1) shall be a member trustee and at least one
(1) shall be an employer trustee, shall constitute a quorum at any meeting of the board.

(3) Unless otherwise expressly provided in this section, a meeting need not be called or
held to make any decision on a matfer before the board. Each member must be sent, by the
Executive Director of the Arkansas Local Police and Fire Retirement System, a copy of the
matter to be decided with full information from the files of the board. The concurring decisions
of three (3) trustees may decide the issue by signing a document declaring their decision and
sending the written instrument to the executive director, but only if no other trustee shall send a
dissenting decision to the executive director within fifteen (15) days after the document and |
information were mailed to him or her. If any trustee is not in agreement with the three (3)
trustees, the mafter is to be passed on at a regular board meeting or a special meeting called for |
that purpose.
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EXHIBIT E

(4) Meetings of the board may be called by the chair or by a majority of the members in a
manner established by the board.

(b){1) The board shall serve as trustees without compensation for their services as such.

(2) However, each trustee may receive expense reimbursement in accordance with §
25-16-901 et seq.

(c) Subject to the limitations of this chapter, the board shall formulate and adopt rules and
regulations for the government of its own proceedings and for the administration of the system.

(d) The board shall elect one (1) of its members as chair and one (1) of its members as vice
chair. -

History. Acts 1981, No. 364, § 7; A.S.A. 1947, § 12-3807; Acts 1995, No. 514, § 3; 1997, No.
250, § 233.

Amendments. The 1997 amendment rewrote {b){2).
Cross References. Mileage reimbursement, § 25-16-901 et seq.
Case Notes

Cited: Rothbaum v. Arkansas Local Police & Fire Ret. Sys., 346 Ark. 171, 55 S.W.3d 760 (2001).
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EXHIBIT F

ARKANSAS FIRE & POLICE PENSION REVIEW BOARD 620 W. 3rd, Suite 200
Little Rock, Arkansas 72201-2223

Telephone: {501) 682-1745

December 6, 2011 Toll-Free: (866) 859-1745

Fax;: (501) 682-1751

email: info@lopfi-prb.com
website; www.lopfi-prb.com

Senator Johnny Key

Representative Les “Skip” Camine

Co-Chairs, Joint Committee on Public Retirement
and Social Security Programs

State Capitol, Room 315

Little Rock, AR 72201

Dear Mr. Chairman: v

On behalf of the members of the Arkansas Fire and Police Pension Review Board (PRB),
please be advised that as of January I, 2012 an appointment will open in the public
representative position on the PRB.

Arkansas Code Annotated 24-11-203 directs the Governor to appoint the public
representative from a list of names submitted to him by the Joint Committee on Public
Retirement and Social Security Programs. The law specifies that this representative is nota
member, retirant, or beneficiary of the Arkansas Local Police and Fire Retirement System and
who is not a current or former member of the governing body of any political subdivision. The
Board respectfully requests that one of the names submitted be that of the person who currently
holds this position, Buddy Ledford, of Fayetteville.

As always, we-appreciate your assistance.
Respectfully,

L foeet

David B. Clark
Executive Director

Ce:  PRB Members



EXHIBIT F

Subchapter 2
— Disclosure of Financial Condition — Arkansas Fire and Police Pension
Review Board

24-11-201. Definitions. '

24-11-202. Noncompliance with subchapter.

—Y 24-11-203. Arkansas Fire and Police Pension Review Board. PR B
24-11-204. General financial objective of plan.

24-11-205. Actuarial valuation.

24-11-206. Annual financial report.

24-11-207. Annual financial report.

24-11-208. Administration of underfunded plans.

24-11-209. Arkansas Fire and Police Pension Guarantee Fund.

24-11-210. Requirements for qualified plans under the Internal Revenue Code.
24-11-211. Arkansas Policemen's Pension Supplement Program.

24-11-212. Future supplement funds.

24-11-213. Allocation of insurance premium tax — Apportionments.
24-11-214. Allocation of insurance premium tax — Division among localities.
24-11-215. Allocation of insurance premium tax — Special provisions.
24-11-216. Minimum asset management standards,

24-11-217. Additional allocation for certain underfunded plans.

Effective Dates. Acts 1979, No. 700, § 6: July 1, 1979. Emergency clause provided: “It is hereby
found and determined by the Seventy-Second General Assembly that there exists a severe need for a
more adequate system of disclosure of financial condition of Firemen's and Policemen’s Pension Funds.
Therefore, an emergency is hereby declared to exist, and this Act being necessary for the immediate
preservation of the public peace, health and safety, shall be in full force and effect from and after July 1,
1879."

Acts 1983, No. 45, § 3: Feb. 3, 1983. Emergency clause provided: "It is hereby found and determined
by the General Assembly that the current requirement of an accountant's certification of the financial
report places an extreme hardship on small funds and that this Act is necessary fo provide needed relief
while ensuring fiscal responsibility. Therefore, an emergency is declared to exist and this Act being
immediately necessary for the preservation of the public peace, health and safety shall be in full force and
effect from and after its passage and approval.”

Acts 1983, No. 512, § 5: July 1, 1983,

Acts 1985, No. 898, § 3: Apr. 15, 1985. Emergency clause provided: "It is hereby found and
determined by the General Assembly that the current requirement of an accountant's certification of the
financial report places an extreme hardship on small funds and that this Act is necessary to provide
needed relief while ensuring fiscal responsibility. Therefore, an emergency is declared to exist and this Act
being immediately necessary for the preservation of the public peace, health and safety shall be in full
force and effect from and after its passage and approval.”
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EXHIBIT F

Acts 1985, No. 992, § 7: Jan 1, 1986.
Acts 1995, No. 1266, § 7: Jan. 1, 1995.

Acts 1997, No. 250, § 258 Feb. 24, 1997. Emergency clause provided: "It is hereby found and
determined by the General Assembly that Act 1211 of 1985 established the procedure for all state boards
and commissions fo follow regarding reimbursement of expenses and stipends for board members; that
this act amends various sections of the Arkansas Code which are in conflict with the Act 1211 of 1995;
and that until this cleanup act becomes effective conflicting laws will exist. Therefore an emergency is
declared to exist and this act being immediately necessary for the preservation of the public peace, health
and safety shall become effective on the date of its approval by the Gavernor. If the bill is neither approved
nor vetoed by the Governor, it shall become effective on the expiration of the period of time during which
the Governor may veto the bill. If the bill is vetoed by the Governor and the veto is overridden, it shall
become effective on the date the last house overrides the veto.”

Acts 1999, No. 1452, § 7: July 1, 1999. Emergency clause provided: “It is hereby found and
determined by the Eighty-second General Assembly that many of the retired police officers are nof
receiving adequate benefits, that often times, these officers have few financial resources outside of their
pensions, that the policemen's pension and relief funds are often not able to pay full benefits to these
officers because of their unfounded liabilities, and that a program which supplements the benefits of these
retired officers which does not come from revenues of the pension funds themselves will benefit all
citizens of the state and it is necessary to implement the changes in benefits at the beginning of the
current fiscal year and therefore this act should have effect at that time. Therefore, an emergency is
declared to exist and this act being immediately necessary for the preservation of the public peace, health
and safety shall. become effective on July 1, 1999.”

Acts 2001, No. 1701, § 10: April 17, 2001. Emergency clause provided: "It is found and determined by
the General Assembly of the State of Arkansas that the provisions of this act must be implemented before
the funds described herein are next disbursed in order to insure the fiscal well-being of the beneficiaries of
the Police and Fire Pension and Relief Funds. Therefore, an emergency is declared to exist and this act
being immediately necessary for the preservation of the public peace, health and safety shall become
effective on the date of its approval by the Governor. If the bill is neither approved nor vetoed by the
Governor, it shall become effective on the expiration of the period of time during which the Governor may
veto the bill. If the hill is vetoed by the Governor and the veto is overridden, it shall become effective on
the date the last house overrides the veto.”

Acts 2003, No. 1373, § 2: Apr. 15, 2003. Emergency clause provided; “It is found and determined by
the General Assembly of the State of Arkansas that the benefits for members of the police and fire
pension and relief funds are inadequate; that the benefits are supplemented by the Future Supplement
Fund; that those supplemental benefils should be increased to continue to motivate the emergency
service employees of our local governments; and that this act is immediately necessary to continue that
motivation. Therefore, an emergency is declared to exist and this act being immediately necessary for the
preservation of the public peace, health and safety shall become effective on: (1} The date of its approval
by the Governor; (2) If the bill is neither approved nor vetoed by the Governor, the expiration of the period
of time during which the Governor may veto the bill; or (3} If the bill is vetoed by the Governor and the veto
is overridden, the date the last house overrides the veto.”

Acts 2003, No. 1473, § 74: July 1, 2003. Emergency clause provided: "It is found and determined by
the General Assembly of the State of Arkansas that this act includes technical corrects to Act 923 of 2003
which establishes the classification and compensation levels of state employees covered by the provisions
of the Uniform Classification and Compensation Act; that Act 923 of 2003 will become effective on July 1,
2003; and that to avoid confusion this act must also effective on July 1, 2003, Therefore, an emergency is
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EXHIBITF

declared to exist and this act being necessary for the preservation of the public peace, health, and safety
shall become effective on July 1, 2003.”

Acts 2003, No. 1797, § 7: Apr. 23, 2003. Emergency clause provided: “It is found and determined by
the General Assembly of the State of Arkansas that premium tax distribution formula is directing state
revenues to areas without the need for priority fire and police protection; that police and fire protection
services are of extreme importance in the protection of property values and individual lives; that the
distribution of premium tax revenues io the areas of the highest need is a top priority; that implementation
of a revised distribuiion formula must be implemented before the normal time for the effectiveness of
other laws,; and that this act needs to be immediately effective to fulfill that priority. Therefore, an
emergency is declared to exist and this act being immediately necessary for the preservation of the public
peace, health and safety shall become effective on: (1) The date of its approval by the Governor; (2) If the
bill is neither approved nor vetoed by the Governar, the expiration of the period of time during which the
Governor may veto the bill; or (3) If the bill is vetoed by the Governor and the veto is overridden, the date
the last house overrides the veto.”

Acts 2007, No. 609, § 4: Mar. 28, 2007. Emergency clause provided: "It is found and determined by
the General Assembly of the State of Arkansas that the current laws applicable to the local police and fire
pension and relief funds regarding retirement funding allocations require revision; and that revisions are.
necessary to ensure the effective and efficient operation of the system. Therefore, an immediate
emergency is declared to exist and this act being necessary for the preservation of the public peace,
health, and safety shall become effective on: (1) The date of its approval by the Governor; (2) If the bill is
neither approved nor vetoed by the Governor, the expiration of the period of time during which the
Governor may veto the bill; or (3) If the bill is vetoed by the Governor and the veto is overridden, the date
the last house overrides the veto.”

Acts 2007, No. 848, § 2 Apr. 3, 2007. Emergency clause provided: “lt is found and determined by the
General Assembly of the State of Arkansas that that this act modifies the payment of supplement funds to
certain pension funds to provide equitable benefits to the members of those funds; that these funds will be
distributed to local poiice and fire pension and TElief funds to be paid to their retired members and
beneficiaries; that the payment of these funds wili be beneficial to those persons; and that the payments
should occur as soon as possible to effectuate the intent of this act. Therefore, an emergency is declared
fo exist and this act being immediately necessary for the preservation of the public peace, health, and .
safety shall become effective on: (1) The date of its approval by the Governor; (2) If the bill is neither
approved nor vetoed by the Governor, the expiration of the pericd of fime during which the Governor may
veto the bill; or (3) If the bill is vetoed by the Governor and the veto is overridden, the date the last house
overrides the veto.”

Acts 2011, No. 556, § 6: Mar. 22, 2011. Emergency clause provided: “It is found and determined by
the General Assembly that the Arkansas Fire and Police Pension Review Board is in place to provide
economic security for eligible citizens of Arkansas, that the statutes need amending to account for
changes in the economy, and that these citizens need to be immediately covered by these changes.
Therefore, an emergency is declared to exist and this act being immediately necessary for the
preservation of the public peacs, heaith, and safety shall become effective on: (1) The date of its approval
by the Governor, (2) If the bill is neither approved nor vetoed by the Governor, the expiration of the period
of time during which the Governor may veto the bill; or (3) If the bill is vetoed by the Governor and the veto
is overridden, the date the last house overrides the veto.”

24-11-201. Definitions.

As used in this subchapter, unless the context otherwise requires:
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EXHIBIT F

(1) “Accountant” means an accountant who is authorized by Arkansas law to practice
public accounting in Arkansas;

(2) “Actuary” means an actuary:

(A) Who is a member of the American Academy of Actuaries or who meets other
criteria for qualification which may be established by the General Assembly; and

(B) Who is experienced in retirement plan financing; and

(3) “Plan” means any Arkansas municipal policemen's pension and relief fund or any
Arkansas municipal firemen's pension and relief fund, including pension and relief funds of
volunteer fire departments.

History. Acts 1979, No. 700, § 1; 1981, No. 286, § 1; A.S.A. 1947, § 19-5701.

24-11-202. Noncompliance with subchapter.

(a) Ifit is determined that a plan is not complying with the provisions of this subchapter, the
Executive Director of the Arkansas Fire and Police Pension Review Board shall certify the
noncompliance to the Director of the Department of Finance and Administration, who shall
withhold all moneys otherwise due the plan from the state until compliance is achieved.

(b) All actions taken by the Executive Director of the Arkansas Fire and Police Pension
Review Board shall be subject to review and acceptance by the Arkansas Fire and Police Pension
Review Board.

History. Acts 1979, No. 700, § 5; 1981, No. 286, § 5; 1983, No. 512, § 4; 1_985,'N0. 383,§81;
A.S.A. 1947, § 19-5705; Acts 2001, No. 1701, § 1.

Amendments. The 2001 amendment substituted “Direclor of the Department of Finance and
Administration” for “Insurance Commissioner” in {(a); and substituted “Executive Director of the Arkansas
Fire and Police Pension Review Board” for “executive director” in (b).

——} 24-11-203. Arkansas Fire and Police Pension Review Board.

(a) The purpose of this section, which creates and establishes the Arkansas Fire and Police
Pension Review Board, is to establish a state pension review board for all municipal fire and
police pension funds established under §§ 14-52-106, 24-11-401 — 24-11-403, 24-11-405 —
24-11-413, 24-11-416, 24-11-417, 24-11-422, 24-11-423, 24-11-425, 24-11-428 — 24-11-430,
24-11-801 — 24-11-807, 24-11-809, 24-11-810 [repealed], 24-11-813 — 24-11-815, and
24-11-818 — 24-11-821, which shall oversee all requests for benefit increases and review the
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EXHIBIT F

annual accountant's reports and biennial actuarial valuations required by this subchapter and
which shall oversee, invest, and administer the Arkansas Fire and Police Pension Guarantee Fund
as established by law.

(b)(1) The board shall be composed of nine (9) persons as follows:

(AY Two (2) firefighters, an active member, retired member, or a deferred
retirement option plan participant, one (1) of whom shall be appointed by the Governor from a
list submitted by the Arkansas Council of Professional Fire Fighters and the other from a list
submitted by the Arkansas Professional Fire Fighters Association;

(B) Two (2) police officers, an active member, retired member, or a deferred
retirement option plan participant, to be appointed by the Governor, one (1) from a list submitted
by the Arkansas Municipal Police Association and the other from a list submitted by the
Fraternal Order of Police;

(C) Three (3) persons to be appointed by the Governor from a list submitted by
the Arkansas Municipal League;

(D) One (1) person who is not a member, retirant, or beneficiary of the Arkansas
Local Police and Fire Retirement System and who is not a current or former member of the
governing body of any political subdivision, to be appointed by the Governor from a list of
persons submitted to the Governor by the Joint Committee on Public Retirement and Social
Security Programs; and

(E) The Director of the Department of Finance and Administration.
(2) The board shall elect one (1) of its members as chair.

{¢) Board members appointed as employee members must be active members, retired
firefighters or police officers, or deferred retirement option plan participants of local firemen's
and policemen's pension and relief funds established under §§ 14-52-106, 24-11-401 —
24-11-403, 24-11-405 — 24-11-413, 24-11-416, 24-11-417, 24-11-422, 24-11-423, 24-11-425,
24-11-428 — 24-11-430, 24-11-801 — 24-11-807, 24-11-809, 24-11-810 [repealed], 24-11-813
— 24-11-815, and 24-11-818 — 24-11-821.

(d) Board members appointed as employer members shall be elected or appointed officials of
municipalities or fire protection districts with established firemen's or policemen's pension and
relief funds. However, both employer members shall not be from the same municipality or fire
protection district.

(e) Whenever the Governor is to appoint a board member, the list of persons submitted to the
Governor shall consist of the names of at least two (2) persons.

(f)(1) The normal term of office shall be four (4) years from January 1 next following the
appointment.
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EXHIBIT F

(2) Each board member shall continue to serve until a successor has been appointed and
has qualified.

(g)(1) In the event any employee board member ceases to be an active or retired member or a
deferred retirement option plan participant of a local pension fund, or any employer board
member ceases to be an appointed or elected official of an employer or becomes a member of a
local pension fund, or if the citizen board member becomes a member of a local pension fund or
an elected or appointed official of an employer, or if any board member fails to attend three (3)
consecutive meetings of the board, unless in each case excused for cause by the remaining board
members attending the meeting or meetings, the member shall be considered as having resigned
from the board, and the board shall declare by resolution the office of that member vacated.

(2) If a vacancy occurs in the office of a member, the vacancy shall be filled for the
" unexpired term in the same manner as the office was previously filled.

(3) From 'the time a vacancy in the office of a member occurs and the board has begun
the steps to see that the vacancy will be filled and before the time the vacancy is filled, the
members in office may elect a person by majority vote to fill temporarily the vacancy for the
interim period, but in no event for a period longer than one (1) year.

(h){(1) The executive director and staff of the Arkansas Local Police and Fire Retirement
System shall serve as executive director and staff for the Arkansas Fire and Police Pension
Review Board.

(2)(A) . The Arkansas Fire and Police Pension Review Board or its designated members
may meet in executive session with the Board of Trustees of the Arkansas Local Police and Fire
Retirement System or its designated members for the purposes stated in and subject to the
provisions of § 25-19-106(c) concerning the boards' executive director, staff, or persons being
considered for any of those positions.

(B)Y(i) When applicable, records created by or at the instruction of the Arkansas
Fire and Police Pension Review Board concerning the boards' executive director or staff shall be
considered personnel records or job evaluation or performance records for purposes of and
subject to the provisions of §§ 25-19-105(b)(12) and 25-19-105(c).

(i) The records in subdivision (h)(2)(B)(i) of this section may be made
available to the Arkansas Fire and Police Pension Review Board or its designated members and
the boards' executive director.

()(1) The board shall be responsible for reviewing and approving at least one (1} time
annually all actions taken by the staff in regard to benefit increase requests and administration of
the disclosure and reporting requirements under this subchapter.

(2) All benefit increase determinations shall be made in compliance with the provisions
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EXHIBIT F

of §§ 24-11-101 — 24-11-103.

(iN(1) The board shall have the power to make all rules and regulations necessary to enforce
the laws governing funding standards and benefit levels for fire and police pension and relief
funds. Further, the board shall have the authority to make all rules and regulations necessary to
assure continued tax qualification of each firemen's and policemen's pension and relief fund that
is subject to this subchapter.

(2) All rules and regulations must be promulgated in accordance with the provisions of
the Arkansas Administrative Procedure Act, § 25-15-201 et seq. In addition, all rules and
regulations relating to continued tax qualification of such plans shall be specifically presented to
the Joint Committee on Public Retirement and Social Security Programs or the Legislative
Council when the General Assembly is not in session for review prior to final adoption.

(k)(1) Expenses incurred by the board for performing biennial actuarial valuations and for all
other administrative services to local pension funds shall be paid from the revenues derived from
premium taxes levied by the state on insurers for the support of fire and police retirement
programs.

(2) The board shall report its administrative and actuarial expenses budgeted for the
current year to the Department of Finance and Administration by or on April 30 of each year.

(3) The board shall establish a portion of the insurance tax revenues to use to meet its
proper administrative expenses each year, but in no event shall the board be entitled to more than
one percent (1%) of the insurance tax revenues.

(4) Each member of the board may receive expense reimbursement and stipends in
accordance with § 25-16-901 et seq.

History. Acts 1983, No. 381, §§ 1, 2; 1985, No. 383, § 2; 1985, No. 992, § 2; A.S.A. 1947, §§
19-5706, 19-5707; Acts 1987, No. 142, § 1; 1995, No. 132, § 1; 1995, No. 1266, § 1; 1997, No.
250, § 234; 1999, No. 543, § 1; 1999, No. 670, § 1; 2001, No. 1542, § 1; 2005, No. 161, § 1;
2007, No. 73, § 1. |

A.C.R.C. Notes. The operation of subdivision (k}{6) may be superseded in part by Acts 1995, No.
1211, codified as § 25-16-901 ef seq.

Acts 2010, No. 238, § 61, provided: "FUNDING TRANSFER.

On or before June 15 of each fiscal year, the Arkansas Fire and Police Pension Review Board shall
certify to the Chief Fiscal Officer of the State the amount of funding it recommends for disbursement in the
ensuing fiscal year to under-funded municipal fire and police relief and pension plans as defined in
Arkansas Code 24-11-208. The Chief Fiscal Officer of the State shall then immediately transfer on his
- books and those of the State Treasurer amounts not to exceed the total amount recommended by the
Board or the amount appropriated herein for the ensuing fiscal year, whichever is the lesser amount, from
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EXHIBIT F

the Revenue Holding Fund Account to the Arkansas Fire and Police Pension Guarantee Fund for
distribution to the recommended under-funded plans.

“The provisions of this section shall be in effect only from July 1, 2010 through June 30, 2011."
Acts 2011, No. 1103, § 62, provided: “FUNDING TRANSFER — FIRE AND POLICE PENSION.

On or before June 15 of each fiscal year, the Arkansas Fire and Police Pension Review Board shall
certify to the Chief Fiscal Officer of the State the amount of funding it recommends for disbursement in the
ensuing fiscal year to under-funded municipal fire and police relief and pension plans as defined in
Arkansas Code 24-11-208. The Chief Fiscal Officer of the State shall then immediately transfer on his
books and those of the State Treasurer amounts not to exceed the total amount recommended by the
Board or the amount appropriated herein for the ensuing fiscal year, whichever is the lesser amount, from
the Revenue Holding Fund Account to the Arkansas Fire and Police Pension Guarantee Fund for
distribution to the recommended under-funded plans.

“The provisions of this section shall be in effect only from July 1, 2011 through June 30, 2012."

Publisher's Notes. Acts 1985, No. 383, § 2, provided, in part, that the terms of office of the first
members should begin on July 1, 1983, and that the first members should determine by lot which of them
would serve terms expiring either January 1, 1986, or January 1, 1988. One fire fighter and one police
officer were to serve terms expiring in 1986 and the other employee members were to serve ferms
expiring in 1988. One employer member was to serve a term expiring in 1986 and the other was to serve
a term expiring in 1988. :

Amendments. The 1997 amendment rewrote (k)(6).

The 1999 amendment by No. 543 substituted “nine (9) persons” for "seven (7) persons” in the
introductory language of (b)(1); substituted “Three (3)" for “Two (2)" in {b)(1)(C); inserted “current or
former” in {b}{1)}(D); and added (b){1)(E) and made related changes.

The 1899 amendment by No. 670 added the second sentences in (j)(1) and (j)(2).

The 2001 amendment inserted "an active member, retired member or a deferred retirement option
plan participant” in (b)(1)(A) and (b){1)(B); inserted "(1)" in (b)(2); inserted “retired fire- fighters or police
officers, or deferred retirement option plan participants” in (c); substituted "an active or retired member or
a deferred retirement option plan participant” for "member” in (g)(1); deleted “review" preceding "board” in
(@)(3), (h), (1), ({1, (k)1), (k)(2), and (k)(3); substituted “system"” for “Arkansas Local Police and Fire
Retirement System” in (h); substituted “Commissioner” for "Commission” .in (k}{2); substituied
“commissioner to report the amount that” for “Insurance Commissioner fo report the amount which" in
{k)(3); and made gender neutral changes throughout.

The 2005 amendment added the subdivision (1) designation in (h); and added (h)(2).

The 2007 amendment rewrote (k)(2); deleted former (k)(3) and (4) and redesignated the remaining
subdivisions accordingly; and substituted “portion” for “certain percentage” in (k){(3). :

Cross References. l.ocal police and fire retirement system, § 24-10-101 et seq.

24-11-204. General financial objective of plan.
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Subchapter 3
—— Arkansas Teacher Retirement System — Board of Trustees

24-7-301. Board of trustees — Members.

24-7-302. Term of office and vacancies.

24-7-303, Board of trustees — Officers — Committees.
24-7-304. Meetings.

24-7-305, Board of trustees — Duties and respon31b111tles

Effective Dates. Acts 1973, No. 427, § 11, as added by Acts 1973, No. 878, § 1: Apr. 16, 1973.
Emergency clause provided: “it is hereby found and determined by the General Assembly that the
provisions of this Act would substantially revise the provisions and benefits provided in the Teacher
Retirement System law; that it is essential that such revision be given effect on July 1, 1973 in order that
the effective date of the Act will coincide with the beginning. of a new fiscal year; that under the
Constitution of Arkansas, Acts without an emergency clause do not take effect until ninety days after
adjournment of the General Assembly and that unless an emergency is declared, extension of the regular
session of the General Assembly will result in a delay in the effectiveness of this Act beyond July 1 and
would work irreparable harm upon the teachers of this State. Therefore, an emergency is hereby declared
to exist and this Act being necessary for the immediate preservation of the public peace, health and safefy
shall be in full force and effect from and after its passage and approval.”

Acts 1973, No. 878, § 2: Apr. 16, 1973. Emergency clause provided: “It is hereby found and
determined by the General Assembly that Act 427 of 1973 relating to and making substantial revisions in
the Teacher Retirement System did not contain an Emergency Clause; that it is essential to the proper
administration of the Teacher Retirement System that the new provisions be given effect on July 1, 1973;
that this Act is immediately necessary to amend Act 427 of 1973 to declare an emergency in order that
said Act may be given effect immediately. Therefore, an emergency is hereby declared to exist and this
Act being necessary for the immediate preservation of the public peace, health and safely shall be in full
force from and after its passage and approval.”

Acts 1983, No. 126, § 4. Feb. 8, 1883. Emergency clause provided. “It is hereby found and
determined by the General Assembly that the services of a Board of Trustees that is representative of
both active and retired teachers is essential to orderly and effective management of the Teacher
Retirement System. Therefore, an emergency is hereby declared to exist and this Act, being necessary for
the preservation of the public peace, health and safety shall be in full force and effect from and after its
- passage and approval.”

Acts 1983, No. 619, § 14 and No. 665, § 14; July 1, 1983. Emergency clause provided: "It is hereby
found and determined by the General Assembly that certain provisions of the Teacher Retirement Law are
badly in need of revision and updating fo. bring them into conformance with sound public pension policy
and that such correction and updating is of great importance to members of the Teacher Retirement
System and to all other citizens of the state of Arkansas. Therefore, an emergency is hereby declared to
exist and this act, being necessary for the immediate preservation of the public peace, health, and safety,
shall be in full force and effect from and after July 1, 1983."

Acts 1987, No. 4, § 6: July 1, 1987. Emergency clause provided: “It is hereby found and determined by
the General Assembly that certain provisions cf the Teacher Retirement Law are badly in need of revision
and updating to bring them into conformance with sound public pension policy,.- F
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Acts 2011, No. 975, § 3: Apr. 1, 2011. Emergency clause provided: “It is found and determined by the
General Assembly of the State of Arkansas that provisions of the Arkansas Teacher Retirement System
statutes are in urgent need of revision to bring them into conformance with sound public pension policy;
that this revision is of great importance to members of the Arkansas Teacher Retirement System and to
other citizens of the State of Arkansas; that when an unexpected vacancy occurs in a trustee position, the
Board of Trustees of the Arkansas Teacher Retirement System must be able to appoint a trustee until a
special election is called; that trustees are called away from their regular job duties and responsibilities fo
attend system board meetings and should be encouraged to attend and accommeodated in their
attendance to fulfill their elected board functions; and that this act is immediately necessary in order to
maintain an orderly system of benefits for members of the Arkansas Teacher Retirement System.
Therefore, an emergency is declared to exist, and this act being immediately necessary for the
preservation of the public peace, health, and safety shall become effective on: (1) The date of its approval
by the Governor; (2) If the bill is neither approved nor vetoed by the Governor, the expiration of the period
of time during which the Governor may veto the bill; or (3) If the bill is vetoed by the Governor and the veto
is overridden, the date the last house overrides the veto.”

24-7-301. Board of trustees — Members.

The general administration and responsibility for the proper operation of the system and for
making effective the provisions of this act are vested in a board of trustees of fifteen (15) persons
as follows: |

(1) The Bank Commissioner, the Treasurer of State, the Auditor of State, and the
Commissioner of Education shall be ex officio trustees;

(2)(A) Seven (7) members shall be elected member trustees, each of whom shall have at
least five (5) years of actual service in force and be an active member. For the purpose of this
section and § 24-7-302, participants in the Teacher Deferred Retirement Option Plan shall be
considered active members. : '

(B) Four (4) member trustees shall be employed in a position that requires state
licensure, but not an administrator's license. One (1) member trustee will be elected from each of
the four (4) congressional districts. The four (4) member trustees shall be elected by the members
employed in positions that require state licensure, but not an administrator's license.

(C) Two (2) member trustees shall be employed in a position requiring an
administrator's license, one (1) of whom must be a superintendent. These two (2) member
trustees shall be elected by members employed in positions requiring administrator licensure.

(D) One (1) member trustee shall be employed in a position not requiring state
licensure. This member trustee shall be elected by members employed in positions not requiring
state licensure;

(3) One (1) trustee shall be a person of a minority racial ethnic group who is either an
active or retired member of the Arkansas Teacher Retirement System and shall be elected from
the active and retired membership of the system;
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(4)(A) Three (3) retirants shall be elected retirant trustees by the retirees of the system.

(B) Each retirant trustee shall be a retirant with an annuity being paid by the
system at the beginning of his or her term of office; and

(5) The member and retirant trustees shall be elected in accordance with rules as have
been adopted by the board to govern the elections.

History. Acts 1973, No. 427, § 3; 1983, No. 126, § 1; A.S.A. 1947, § 80-1438; Acts 1995, No.
523, 8§ 1; 1997, No. 418, § 1; 1999, No. 866, § 1; 2007, No. 97, § 3.

Amendments. The 1995 amendment substituted “thirteen (13) persons” for “twelve (12) persons” in
the introductory paragraph; substituted “the Treasurer of State, the Auditor of State, and the Director of
General Education” for "the State Treasurer, and the State Director of Education” in (1)(A); added {1)}(B);
and added the subdivision designations in (2) and (3). )

The 1997 amendment rewrote this section.

The 1999 amendment redesignated former (2)(A}i) through (2)(A)(iil) as present (2){B) through
(2)(D), redesignated former (2)(A)(iv) as present (3), and redesignated former (3) and (4) as present
(4)(A), (4XB) and (5); substituted "Seven (7) members” for “Eight (8) members” in (2}{A); made a related
change; and made stylistic changes.

The 2007 amendment substituted “licensure” for “cetrtification” and "license” for “certificate” throughout
the section; substituted "Commissicner of Education” for “Director of the Department of Education” in (1);
substituted “actual service” for “credited service” in (2){A); and substituted “rules” for “such rules and
regulations” in (5). :

Meaning of “this act”. Acts 1973, No. 427, codified as §§ 24-7-201 — 24-7-205, 24-7-301 —
24-7-305, 24-7-401 — 24-7-411, 24-7-501, 24-7-502, 24-7-601 — 24-7-604, 24-7-701, 24-7-702, 24-7-704
— 247713, 24-7-715, 24-7-718.

24-7-302. Term of office and vacancies.

(a)(1) The term of office of each member-elected trustee shall be six (6) years.

(2)(A)(I) A member trustee shall be ineligible to serve after becoming inactive or upon
retiring.

(i) A member trustee who participates in the Teacher Deferred
Retirement Option Plan is considered active for purposes of this subsection.

(B) A retirant trustee is ineligible to serve after becoming active.

(b)(1)(A) If any member trustee fails to attend three (3) consecutive regular meetings of the
Board of Trustees of the Arkansas Teacher Retirement System, unless in each case excused for -
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cause by the remaining trustees attending the meetings, the member trustee shall be considered to
have resigned from the board, and the board shall by resolution declare his or her office of trustee
vacated.

(B) A regular meeting of the board shall include one (1) or more days of official
business to be considered by the board.

(2) If a vacancy occurs in the office of an elected trustee, the board by majority vote may
fill the vacancy by:

(A) A special election; or
(B) Appointment of a trustee until the next system election.

(¢) The board shall adopt its own rules and regulations pertaining td attendance and
vacancies as provided in subsection {b) of this section.

History. Acts 1973, No. 427, § 3; 1983, No. 126, § 2; A.S.A. 1947, § 80-1438; Acts 1991, No.
43, § 1; 1997, No. 418, § 2; 2001, No. 156, § 1; 2003, No. 196, § 1; 2009, No. 468, § 3; 2011,
No. 975,8 1.

: Publisher's Notes. Acts 1983, No. 126, § 2, provided, in part, that the term of office of each member
trustee in office on July 1, 1983 should continue to the expiration of his term; the terms of the retirant
trustees are arranged so that one term expires every year.

Amendments. The 1997 amendment, in (2){1), inserted "and retirant”; inserted “elected after July 1,
1997; substituted "six (6} years" for “five (5) years”; and substituted the present two sentences for the
former sentence in (a)(2).

The 2001 amendment redesignated the former (a)(2) as (a)(2{A) and (2)(2)(B); added "except if the
retirement is due to a member trustee's reaching normal retirement age” in (a)}{(2){(A); redesignated the
former (b)}1) as the present (b)(1)(A); inserted “regular” in (b){(1)(A); inserted (b)(1)(B); added (c}; and
made gender neutral changes throughout.

The 2003 amendment deleted “except if the retirement is due to a member trustee's reaching normal
retirement age” at the end of (a)(2){(A); deleted {a)(3); and substituted “the vacancy shall be filled ...
requirements for the position” for *the remaining trustees shall fill the vacancy for the remainder of the
unexpired term” in (b){2).

The 2009 amendment, in (a), substituted "member-elected trustee” for "member and retirant trustee
elected after July 1, 1997" in (2)(1), inserted (a)(2){A)ii), and redesignated the remainder of (a}(2)(A)
accordingly; subdivided and rewrote (b)(2); and made related and minor stylistic changes.

The 2011 amendment subdivided and rewrote (b)(2).

24-7-303. Board of trustees — Officers — Committees.
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(a) The Board of Trustees of the Arkansas Teacher Retirement System shall select from its
own number a chair and a vice chair.

(b)(1) The trustees shall serve as trustees without compensation for their services as such,
except that:

(A) Each trustee may receive expens¢ reimbursement in accordance with §
25-16-901 et seq.

(B) The system shall reimburse a trustee for reasonable expenses incurred in the
performance of his or her duties as trustee, including without limitation, the cost of:

(i) A substitute teacher for a trustee;
(ii) Communication services required for paperless board meetings.

(2) Trustees are authorized to attend all system committee meetings, board meétings, and
other official system functions without negative impact on his or her employment status.

(¢) The board shall appoint the executive director of the system, and he or she shall serve as
its chief executive officer. He or she shall perform, or cause to be performed, such duties as are
required of him or her under this act and as the board shall delegate to him or her.

(d) The board shall appoint an actuary or a firm of actuaries to be technical advisor to the
board on matters regarding the operation of the system on an actuarial basis. The actuary shall
perform such duties as are required of him or her under this act and as are required of him or her
by the board from time to time.

(e)(1) The board shall appoint a professional investment counsel to be investment advisor to
the board. ' ‘

(2)(A) No investment shall be made by the board until it has received the advice of its
investment advisor.

(B) However, if the contemplated investment involves anything other than
financial assets, as defined in § 4-8-102(a)(9), then in lieu of seeking advice from its investment
advisor, the board shall seek and receive advice from a person having recognized expertise with
respect to the type of investment contemplated.

() The board shall appoint a medical committee consisting of three (3) physicians to review
applications for disability retirement.

(g) The executive director may employ such other professional and clerical services and
purchase such equipment and supplies as are required for the proper operation of the system,
subject to the approval of the board. .

© 2011 by The State of Arkansas and Matthew Bender & Company, Inc., a member of the LexisNexis Group. All rights reserved. Use of
this product is subject to the restrictions and terms and conditions of the Matthew Bender Master Agreement,



EXHIBIT G

(h)(1) The compensation of the persons engaged by the board shall be consistent with the
pay plan of the state.

(2)(A) All other expenses of the board necessary for the operation of the system shall be
paid at such rates and in such amounts as the board shall approve.

(B) The board may create additional committees as necessary and appropriate to
fulfill the duties and responsibilities of the board under this chapter.

History. Acts 1973, No. 427, § 3; A.S.A. 1947, § 80-1438; Acts 1997, No. 250, § 231; 1999, No.
555, § 12; 2009, No. 468, § 4; 2011, No. 975, § 2.

Publishetr's Notes. The reimbursement provision in subsection (b) of this section may be affected by
§ 25-16-802 and § 25-16-901 et seq. concerning mileage reimbursement for members of state boards
and commissions.

Amendments. The 1997 amendment rewrote (b).

The 1999 _amendment added the proviso in {e){2); and made stylistic changes.

The 2009 amendment subdivided (e); inserted "to review applications for disability retirement” in (f);
inserted (h)(2)(B) and redesignated the remainder of (h)(2) accordingly; and made minor stylistic changes.

The 2011 amendment subdivided former (b); and inserted {b)(1){(B) and (b}(2).
Meaning of “this act”. See note o § 24-7-301.

Cross References. Investments, § 24-3-401 et seq.

24-7-304. Meetings.

(a) The Board of Trustees of the Arkansas Teacher Retirement System shall hold regular
meetings at least quarterly. :

(b) Eight (8) trustees constitute a quorum at any meeting of the board.

(¢) Each trustee shall be entitled to one (1) vote on each question before the board, and at
least eight (8) concurring votes shall be required for a decision by the board at any meeting.

(d) The board shall adopt its own rules of procedure and shall keep a record of its
proceedings.

(e) All meetings of the board shall be public.

History. Acts 1973, No. 427, § 3; A.S.A. 1947, § 80-1438; Acts 1987, No. 4, § 1; 1995, No. 523,
§ 2; 1997, No. 418, § 3.
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Amendments. The 1995 amendment, in (b), substifuted “Seven (7) trustees” for “Six (6) trustees” and
inserted "or his designee”; and substituted “seven (7) concurring votes” for “six (6) concurring votes” in (c).

The 1997 amendment, substituted “Eight (8) trustees” for "Seven (7) trustees, of whom at least one
(1) shall be an ex officio trustee or his designee” in (a); substituted “eight (8) concurring votes” for “seven
(7) concurring votes” in (c).

24-7-305. Board of trustees — Duties and responsibilities.

(a)(1) Both the contributory plan provided by this act and the noncontributory plan
established by §§ 24-7-401 — 24-7-411 and 24-7-701, 24-7-702, 24-7-704 — 24-7-713,
24-7-715, and 24-7-716 shall be under the administration and control of the Board of Trustees of
the Arkansas Teacher Retirement System as provided by § 24-7-301.

'(2) It is the intent of the General Assembly that neither the composition, responsibilities,
nor the authority of the board be changed as a result of §§ 24-7-401 — 24-7-411 and 24-7-701,
24-7-702, 24-7-704 — 24-7-713, 24-7-715, and 24-7-716.

(b}1) The board shall promulgate rules as it deems necessary from time to time in the
transaction of its business and in administering the Arkansas Teacher Retirement System. 4

(2) In order to fully comply with federal requirements that may affect the members or the
members' benefits under this subchapter, the board may promulgate rules to:

(A) Establish the regular retirement age for members consistent with the
provisions of Section 411 of the Internal Revenue Code; and

(B) Maintain the system's retirement plan tax qualification status by the federal
government to remain tax exempt and tax qualified under Section 401(a) of the Internal Revenue
Code. ’

(¢) The board shall adopt from time to time such reasonable mortality and other tables of
experience and a rate or rates of regular interest as shall be necessary for the actuarial
requirements of the Arkansas Teacher Retirement System.

(d) The Executive Director of the Arkansas Teacher Retirement System shall keep, or cause
to be kept, in convenient form such data as shall be necessary for actuarial investigations of the
experiences of the system, and such data as shall be necessary for annual actuarial valuations of
the system.

(e)(1) The board shall annuvally, not later than April 1 of each year, render a report to each
employer showing the financial condition of the system as of the preceding June 30.

(2) The report shall contz;jn, but shall not be limited to:
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(A) A financial balance sheet;
(B) A statement of income and disbursements;

(C) A detailed statement of investments acquired and disposed of during the year,
together with a detailed statement of the annual rates of investment income from all assets and
from each type of investment;

(D) An actuarial balance sheet prepared by means of the last valuation of the
system; and '

(E) Such other data as the board shall deem necessary to comply with § 24-2-702.

(3) In addition to the distribution of the report provided by this subsection, it shall also be
distributed to the Legislative Council and to the Governor.

(f) All records of the system shall be kept and maintained in the office of the-system.

(2)(1) The board shall arrange for adequate surety bonds covering the executive director and
any other custodian of the funds or investments of the board.

{2) When approved by the board, the bonds shall be deposited in the office of the
Treasurer of State.

(h) The records and accounts of the system shall be audited by the Division of Legislative
Audit.

(i) The headquarters of the system shall be in Little Rock.

History. Acts 1973, No. 427, § 3; 1983, No. 619, § 2; 1983, No. 665, § 2; 1985, No. 504, § 1;
A.S.A. 1947, § 80-1438; Acts 1993, No. 403, § 18; 2005, No. 385, § 1; 2007, No. 97, § 4; 2009,
No. 745, § 2.

A.C.R.C. Notes. The operation of subsection (f) of this section was suspended by adoption of a
self-insured fidelity bond program for public officers, officials and employees, effective July 20, 1987,
pursuant to § 21-2-701 et seq. The subsection may again become effective upon cessation of coverage
under that program. See § 21-2-703.

Amendments. The 1993 amendment substituted “the Governor” for “Legislative Joint Auditing
Committee” in (d)(3).

The 2007 amendment inserted present (b) and redesignated the remaining subsections accordingly;
and deleted “as provided by § 24-2-702" at the end of (e){(3);

The 2009 amendment inserted (b)(2) and redesignated the remaining text of (b) accordingly.

Meaning of “this act”. See note to § 24-7-301.
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Arkansas Teacher Retirement System

ACTUARY UPDATE

ATRS just completed an experience study that indicates the average retiree is living
longer. The preliminary annual actuarial valuation conducted by Gabriel Roeder Smith &
Company for the June 30, 2011, was presented to the Board of Trustees on December
5, 2011. The actuarial valuation included the four year smoothing and other factors fo
reach the result. The botiom line result for June 30, 2011, is a 66 year amortization
period with a funded ratio of 72%. If the smoothing were removed, (real deal numbers),
then ATRS would have an amortization period of 34 years and would be 77% funded. -

Saving of only one cost-cutting act from the 2011 legislative session is reflected in the
actuarial valuation for June 30, 2011. That was Act 69 of 2011, the actuarial equivalent
of service purchases. The other cost savings acts from the 2009 and 2011 legislative
sessions will be incrementally amortized over time as reflected in experience studies.
Over time, as these gains are recognized by reduced costs, it will be reflected in a
reduction of the amortization period annually as the savings occur. Due to actuarial
standard procedures, the savings could not be included in a "forward looking" analysis.

Comparisons for June 30, 2010 and June 30, 2011 with Smoothing:

2010 2011
Accrued Liabilities $3.8 billion $4.3 billion
Percent Funded 74% 72%
Amortization Years 52 years 66 years

Comparisons for June 390, 2010 and June 30, 2011 without Smoothing:

2010 2011 Difference
Accrued Liabilities $4.8 billion $3.7 billion ($1.1 billion)
Percent Funded 67% funded 77% funded 10%
Amortization Years >100 years 34 years 66+ years

December 12, 2011
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