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CHAMBLISS SUBSTITUTE TO HB201
OFFERED BY SENATOR CHAMBLISS

SYNOPSIS:
Under existing law, the Education Retirees'

Trust Fund and State Employee Retirees' Trust Fund were
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created to provide periodic bonuses to the respective
retirees subject to the availability of funds in the
trust funds. The Legislature may not make direct
appropriations into the trust funds, and certain
revenue sources are restricted from being used to fund
the trust funds.

This bill would allow the Legislature to provide
retiree benefits and to make direct appropriations into
the trust funds from any available revenue source.

Also under existing law, there is no formal
procedure for funding an increase in the pension
benefits earned by state and local government employees
who have retired under the Retirement Systems of
Alabama.

This bill would establish a procedure for the
funding of benefit increases provided to retirees under
the Employees' Retirement System and the Teachers'
Retirement System by requiring the actual annual cost
to be identified and provided for in the annual State
General Fund appropriation act and the Education Trust
Fund appropriation act.

This bill would provide that, in the event the
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annual amounts are not identified and appropriated or
provided for, there will be no increased benefit
provided for that fiscal year, and that this procedure
shall be considered a one-year benefit increase that
does not affect the unfunded liability of the
Retirement Systems of Alabama because the benefit
increase will only be paid if the actual annual cost is
included in the annual appropriation acts.

This bill would also provide for legislative

findings.

A BILL
TO BE ENTITLED

AN ACT

Related to retirement; to amend Sections 16-25D-7 and
36-27E-7, Code of Alabama 1975, to allow the Legislature to
provide retiree benefits and make direct appropriations into
the Education Retirees' Trust Fund and the State Employee
Retirees' Trust Fund from any available revenue sources; to
provide for an annualized benefit increase procedure for the
funding of future benefit increases to retirees of the State
Employees' Retirement System and the Teachers' Retirement
System in a manner that does not increase the unfunded
liability of either system; and to provide for legislative
findings.

BE IT ENACTED BY THE LEGISLATURE OF ALABAMA:
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Section 1. Sections 16-25D-7 and 36-27E-7, Code of
Alabama 1975, are amended to read as follows:

"§16-25D-7

(a) 4+ The sources of funding to the trust fund may

consist of all of the following:

&= (1) Investment income.

= (2) Proceeds of any gifts, grants, or contributions.
€+ (3) Revenue sources as directed by the Legislature.
S rEemnae e oo o el Llae o ese (4) Direct

appropriations by the Legislature.
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f£a110m A = £ v~ o 13 o 1+ r a3 1+ P EE . Mo+ IMEEESY
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(b) The agreements creating the trust fund shall be
irrevocable and the assets of the trust fund may not be
expended, disbursed, loaned, or transferred, or used for any
purpose other than to acquire permitted investments, pay

administrative expenses, and provide—periodie—bonus—echeeks

retiree benefits to or for retired employees and their

beneficiaries. The Legislature may not appropriate the assets
of the trust fund.

(c) Upon certification from the actuary of the
Teachers' Retirement System that the assets of the trust fund
are above and beyond the minimum trust fund balance of one

hundred million dollars ($100,000,000) and sufficient to fund

perieodiebonugs—echeeks retiree benefits as provided for by

legislation granting the—periodiec bonus—echeecks retiree
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benefits, the trustees shall transfer the amount of assets
certified by the board of control to the Teachers' Retirement
System to fund those-—bernuwses benefits or increases.

(d) Notwithstanding subsection (c), the trustees may
amend or modify the trust fund, consistent with the
legislative intent of this chapter, in any of the following
circumstances:

(1) If, in the opinion of counsel for the trustees, it
is necessary or advisable to obtain any material tax advantage
or avoid any material adverse tax result.

(2) If, in the opinion of an independent accountant for
the trustees, it is necessary or advisable to cause the trust
fund to be considered a post-employment benefits trust fund in
accordance with generally accepted governmental accounting
principles as prescribed by the Governmental Accounting
Standards Board, or its successor.

(3) If, in response to a petition of the trustees
requesting that the trust fund be amended, a court of
competent jurisdiction determines that the amendment is
necessary or advisable to accomplish the purposes of this
chapter.

(e) All assets and income of the trust fund shall be
exempt from taxation by the state or any political subdivision
thereof. The assets of the trust fund are not subject to the
claims of creditors of the state, the board of control,
trustees, plan administrators, employees, retired employees,
or beneficiaries, and are not subject to execution,

attachment, garnishment, the operation of bankruptcy,
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insolvency laws, or any other process whatsoever, and no
assignment thereof shall be enforceable in any court.

(f) The trustees shall prepare the annual financial
statements of the trust fund in accordance with generally
accepted governmental accounting principles and shall provide
for an audit of those financial statements for each fiscal
year to be conducted by a qualified independent certified
accounting firm in accordance with generally accepted auditing
standards."

"§36-27E-7

(a) 4+ The sources of funding to the trust fund may

consist of all of the following:

@+ (1) Investment income.

B+ (2) Proceeds of any gifts, grants, or contributions.
€+ (3) Revenue sources as directed by the Legislature.
Se—tmemme smy emoss s lme e bge ol essl (1) Direct

appropriations by the Legislature.
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(b) The agreements creating the trust fund shall be
irrevocable, and the assets of the trust fund may not be
expended, disbursed, loaned, or transferred, or used for any

purpose other than to acquire permitted investments, pay

administrative expenses, and provide—periodie bonuvs—echecks

retiree benefits to or for retired employees and their

beneficiaries. The Legislature may not appropriate the assets
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of the trust fund.
(c) Upon certification from the actuary of the State
Employees' Retirement System that the assets of the trust fund

are sufficient to fund-—periocdiebonus—~echeecks retiree benefits

as provided for by legislation granting the-—periediebernus

eheeks retiree benefits, the trustees shall transfer the

amount of assets certified by the board of control to the
State Employees' Retirement System to fund those—bernuses
benefits or increases.

(d) Notwithstanding subsection (c), the trustees may
amend or modify the trust fund, consistent with the
legislative intent of this chapter, in any of the following
circumstances:

(1) If, in the opinion of counsel for the trustees, it
is necessary or advisable to obtain any material tax advantage
or avoid any material adverse tax result.

(2) If, in the opinion of an independent accountant for
the trustees, it is necessary or advisable to cause the trust
fund to be considered a post-employment benefits trust fund in
accordance with generally accepted governmental accounting
principles as prescribed by the Governmental Accounting
Standards Board, or 1ts successor.

(3) If, in response to a petition of the trustees
requesting that the trust fund be amended, a court of
competent jurisdiction determines that the amendment is
necessary or advisable to accomplish the purposes of this
chapter.

(e) All assets and income of the trust fund shall be
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exempt from taxation by the state or any political subdivision
thereof. The assets of the trust fund are not subject to the
claims of creditors of the state, the board of control,
trustees, plan administrators, employees, retired employees,
or beneficiaries, and are not subject to execution,
attachment, garnishment, the operation of bankruptcy,
insolvency laws, or any other process whatsoever, and no
assignment thereof shall be enforceable in any court.

(f) The trustees shall prepare the annual financial
statements of the trust fund in accordance with generally
accepted governmental accounting principles and shall provide
for an audit of those financial statements for each fiscal
year to be conducted by a qualified independent certified
accounting firm in accordance with generally accepted auditing
standards."

Section 2. (a) (1) Commencing in the fiscal year
beginning October 1, 2024, no benefit increase provided to
retirees and beneficiaries under the Employees' Retirement
System shall be paid unless the increase is granted by a
separate legislative act conforming to the requirements of
this subsection. The separate legislative act shall set the
amount of the increase and the class of eligible retirees and
beneficiaries. Retirees and beneficiaries whose employers
participate pursuant to Sections 36-27-6, 36-27-7, and
36-27-7.1, Code of Alabama 1975, may receive the increase only
if the employers elect to come under the separate legislative
act by official resolution. Any other benefit increases may be

granted by an additional separate legislative act.
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(2) The Employees' Retirement System shall pay the
benefit increase to the eligible retirees and beneficiaries,
except those whose employer participates in the Employees'
Retirement System pursuant to Sections 36-27-6, 36-27-7, and
36-27-7.1, Code of Alabama 1975, only if the annual cost of
the increase as estimated by the actuary of the system is
included and appropriated in the State General Fund
appropriation act for that fiscal year by a separate employer
rate. Participating employers, except those whose employer
participates in the Employees' Retirement System pursuant to
Sections 36-27-6, 36-27-7, and 36-27-7.1, Code of Alabama
1975, shall pay the separate employer rate to pay the benefit
increase included in the State General Fund appropriation act
in the same manner and from the same source of funds as
salaries of active members are paid. In any fiscal year in
which the required separate employer rate is not identified
and appropriated in the appropriation act, eligible retirees
and beneficiaries shall not receive, and the Employees'
Retirement System shall not be required to pay, the increase
in that fiscal year. The benefit increase may be resumed in
any subsequent fiscal year if included in that year's
appropriation act.

(3) The Employees' Retirement System shall pay the
benefit increase to the eligible retirees and beneficiaries
whose employer participates in the Employees' Retirement
System pursuant to Sections 36-27-6, 36-27-7, and 36-27-7.1,
Code of Alabama 1975, and elected to come under the separate

legislative act by official resolution, only if the annual
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cost of the increase as estimated by the actuary of the system
is paid by a separate employer rate to the Employees'
Retirement System in the same manner and from the same source
of funds as salaries of active members are paid. In any fiscal
year in which the cost is not paid by separate employer rate,
eligible retirees and beneficiaries shall not receive, and the
Employees' Retirement System shall not be required to pay, the
increase in that fiscal year. The benefit increase may be
resumed in any subsequent fiscal year in which the cost is
paid by separate employer rate.

(b) Commencing in the fiscal year that beginning
October 1, 2024, no benefit increase provided to retirees and
beneficiaries under the Teachers' Retirement System shall be
paid unless the increase is granted by separate legislative
act conforming to this subsection. The separate legislative
act shall set the amount of the increase and the class of
eligible retirees and beneficiaries. Any other benefit
increases shall be granted by an additional separate
legislative act. The Teachers' Retirement System shall pay the
benefit increase to the eligible retirees and beneficiaries
only if the annual cost of the increase as estimated by the
actuary of the system is included and appropriated in the
Education Trust Fund appropriation act for that fiscal year by
a separate employer rate. Participating employers shall pay
the separate employer rate to pay the benefit increase
included in the Education Trust Fund appropriation act in the
same manner and from the same source of funds as salaries of

active members are paid. In any fiscal year in which the
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required separate employer rate is not identified and
appropriated in the appropriation act, eligible retirees and
beneficiaries shall not receive and the Teachers' Retirement
System shall not be required to pay the increase in that
fiscal year. The benefit increase may be resumed in any
subsequent fiscal year if included in that year's
appropriation act.

(c) (1) The Legislature finds and declares that any
benefit increase provided for the retirees and beneficiaries
of the Employees' Retirement System and the Teachers'
Retirement System pursuant to this section shall not increase
the unfunded liability of those retirement systems due to the
annual authorization and full annual funding required by this
section.

(2) Any accounting standards that may imply otherwise
and that do not recognize the clear language of this section,
declaring that no future liability shall be attributed to the
Retirement Systems of Alabama pursuant to this section, shall
be disregarded and any audits conducted of the finances of the
Retirement Systems of Alabama shall clearly note that those
accounting standards do not apply to a benefit increase
granted under this section.

(d) This section is not applicable to and shall not
affect any previous cost-of-living increase or one-time bonus
provided to retirees under acts previously passed by the
Legislature.

Section 3. This act shall become effective immediately.
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