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SUMMARY OF SENATE BILL 31$ (as 
enrolled): 
ThI» bill amended the State Employees' Retirement Act to 
provide for benefit Increates/odjustment» for current 
members and retlrees/beneficlorle». The bill alto Include* 
significant change» in the way the retirement system i» 
financed. 

A. Change! in benefit» are as follow»! 

1. A one-time cost-of-living Inereose it granted to 
retiree» and beneficiaries who retired prior to 
October 1, 1986. The amount of Increaie van'»» 
from 4 % to 3 0 % based on the number of yean 
»lnc« retirement, payable effective October 1, 
1987. Retirement allowances at increased by this 
cost-of-living increaie become the base for future 
Increase». 

2. The current 13th check» are replaced by annual 
benefit Increases starting October I , 1988, or the 
fint October 1 that is at least 12 months after the 
retirement allowance effective date. The annual 
Increaie Is 3% noneompovnded, not to exceed 
$300, based c-rlglnauy on allowances as increased 
by the one-time eost-of-fh/lng provision described 
above. Thote who retired prior to October 1, 1987, 
who receive 13tb check» will be held hormles», that 
I», will receive no less than their 13th check would 
have been, but at least the annual 3 % Increase 
amount. 

3. Benefit» ar* recomputed for two COS»» of 
pre-Jonuory 1, 1974, retirees and beneficiaries, 
effective January 1, 1988i 

a. Prior to January 1, 1974, benefit» were boitd 
on a two-tier formula thot result* in a lower 
allowance than the current 1.5% of find 
average compensation. Retirees'A>er*»fieiaries' 
allowances will be recalculated based on the 
1.3% formula, but there will be no retroactive 
paymeflt. 

b. Prior to 1974, mere was an early retirement 
penalty for persons who retired between the 
age» of 35 and 60 with 30 year» of service. 
Allowance» for these retirees/beneflclaries will 
be recalculated bosed on the full formula with 
no penalty, but «k»r« will be no retroactive 
payment. 

4. Effective January 1, 1988, dental and vliion 
insurance coverage will be available to retirees. 
The State will pay 9 0 % of the premium» for ony 
Civil Service authorized group health plan,- the 
retiree pays 10% of th» premium. 

5. An "80 end Out" retirement option will be available 
between April 1, 1988, and April 1, 1989. A 
member who is 50 year» of oge or older with any 
combination of age and sorvice that equals 80 may 
retire with full benefit» during the one-yeor period. 

6. The final average compensation factor of the 
highest five consecutive year» of earnings is 
reduced to the highest three consecutive yeors of 
eemlno» for parsons retiring on or after October 
1, 1987. 

7. Members who ars elected State officials or those 
members in either the Executive o*- legislative 
branches who are exempt from the classified State 
Civil Service have o vesting period of five years. 
Previously, elected or appointed officials hod a 
vesting period of eight yeors; all other persons in 
exempt positions had 10-year vesting. Thi» 
provision took effect June 23, 1987. 

8. Additional options for service credit purchases ore 
enacted for members with v e t t e d service. 
Payments may be made for: 

o. Maternity, paternity, or ehild-recing, fcr up to 
five year» (but the member mutt have returned 
to State employment without other intervening 
employment). 

b. Service a* an employee of a city, county, 
township, or villoge of this Stat» or as en 
employee of another state, for up to fw« y«jr«. 

c. Servlct with the Federal government, up to five 
years. 

The total amount of service ereait purcnased from 
any of me provitions listed above, however, mey 
not exceed 10 years. Service credit may b» 
purchased in separate Increments of one or more 
years or remaining fraction of 3 year. These 
proviilont took effect June 23, 1987. 

9. Members who are granted o disability retirement 
allowance and who are less than 65 years of ace 
receive an annuel allowance until they reach age 
65, when their benefits are recalculated using the 
basic retirement allowance formula. Public Act 57 
increases tne manlmvm Wi«f<+ (<-»m ti.Soo ^ 
$6,000 per year for members who an less rhon 
60 years of oge, and provides fcr benefits to be 
recalculated at the tegular amount when a 
member turn» 60. This provision rook effect June 
23, 1987. 
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10. Currently, the minimum annual allowance for a 
retiree range» from $600 to $1,800 depending on 
the number of years of service. Effective Jonuary 
1 1988, the minimum annual allowance for o 
retiree or retirement allowance beneficiary of a 
retiree with 20 or more year» of service shall be 
$3,000. Any retiree or beneficiary who receives less 
thon $3,000 per year bated on 20 or more year» 
of service shall receive $3,000 p«r year after 
January 1988. 

11. The mandatory retirement a» age 70 provision Is 
repealed. 

?, Changes In financing ore as follow»: 

t. o- Unfunded actuarial accrued liabilities an to be 
amorWzed over a period of 50 years. 

b. Actuarial present value of benefit» attributable 
to the 1988-89 early retirement provision are to 
be amortired over a period of 10 year*. 

c. Actuarial gains or losses after September 30, 
1985, are to b« amortized over o period of 15 
year». 

2. If the actuarial value of the asset» exceed» the 
present value of credited projected benefit» by 
5%, however, but not more than 10% (105% to 
110% funded), the Director of Management end 
Budget ond me State Treasurer may authorize 
amortization of actuarial gains over o period of 10 
to 15 year», rf the value of ossett exceeds the value 
of benefit* by more than 10% (mor» than 110% 
funded), then actuarial gains may be amortired 
over a period of tix to 15 year». The Director of 
the DMB and the Stat» Trea»urer ihaB give rh» 
State Employee»' Retirement Board 30 days' notice 
of any action to amortize actuarial gains over any 
period that Is less than 15 year». The actuary is to 
make a report to the Retirement Board and 
legislature discussing the appropriateness to date 
of the revised, amortization periods. 

3- The actuary tholl report to the legislature by April 
15 of each year: 

a. On The actuarial condition of the retirement 
system os of the end of the previous fiscal year. 

b. Pro|eeri©n» of State contributions for the next 
fiscal year thot are required to fund the system. 

c That the assumptions and estimates used ore 
reasonable and prudent. 

d. That the techniques ond methodologies used 
are certified at generally accepted whhtn the 
actuarial profession, 
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£«CAL IMPACT 
i fKn^!^'* a c t u a r V has estimoted the costs of the benefit 
D 0 ^ * V q d H | » t m « n n to be an odditional 3 .21% of gros* 

•» offU *£ r * " " ' 0 r W 5 , 8 millk>fl in ^ 0 firtt Y*Cr- ThU C0Jf 

i» Q*! t W 0 c n - ° n 9 * * ! n acruorial assumptions. The first 
*° Soy.UeTLn ' n ^ e long-term pay assumption from 6,5% 
a'l o second i» an Increased investment return on 

<***Vr* ^ ™ 8 , 0 % *° , 2 , 0 % ,n ,h* f"^ Y*or< sraded 
^ * real a * t - r 1 0 years. These two chgngst increase 
c-rhJ? r a t * ° f return to the retirement system, bringing 
ef" / ^ " a * income to offset the additional costs by 3.18% 
fovo?"uP0yrc ,H ' o r $ 5 5 > 3 row'0"- l f '» anticipated that 

«'able marke t conditions ond the shortened 

amortization period for actuarial gains will provide 
sufficient additional finds in the short term to cover the 
entire cost of the bill. 

Fiscal Analyst: G. Orban 
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