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SENATE BILL NO. 1147

May 19, 1998, Introduced by Senator DE GROWand referred to the
Conmi ttee on Appropriations.

A bill to anmend 1980 PA 300, entitled
"The public school enployees retirenent act of 1979,"
by anmendi ng section 104a (MCL 38. 1404a), as anended by 1989 PA
194.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 104a. (1) After the end of each state fiscal year, the
departnent shall determne the rate of investnent return earned
DURI NG THE FI SCAL YEAR on THAT PORTION OF retirenent system
assets —during—the—Fiseal—year— THAT | S NOT ATTRI BUTABLE TO
RETI RANTS, RETI REMENT ALLOMNCE BENEFI Cl ARI ES, AND MEMBERS VWHO
CONTRI BUTED TO THE MEMBER | NVESTMENT PLAN, based upon net hods
established by the retirenent board.

(2) At the end of each state fiscal year, the retirenent
systeml s actuary shall determ ne the present value of retirenent

al l omances to be paid after the end of the fiscal year to
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retirants and retirenent allowance beneficiaries, EXCEPT
RETI RANTS, RETI REMENT ALLOMNCE BENEFI Cl ARI ES, AND MEMBERS WHO
CONTRI BUTED TO THE MEMBER | NVESTMENT PLAN, in receipt of retire-
ment all owances at the end of the fiscal period. The assuned
interest rate used in the determnation shall be 8% per year,
conpounded annual | y.

(3) The distribution incone at the end of each state fiscal
year shall be equal to the product of the present val ue of
retirement allowances determ ned in subsection (2) at the end of
the previous fiscal year tinmes the positive excess, if any, of
the rate of investnent return determ ned in subsection (1)
exceeding 8% The distribution incone cal cul ated pursuant to
this subsection at the end of the fiscal years 1984-85 and
1985-86 shall be reduced by the cost of prior postretirenent
adj ustnents paid fromthe appropriated credit for excess interest
earnings on retired life assets during the fiscal year pursuant
to sections 101, 102, 103, and 104.

(4) After the end of each state fiscal year, each retirant
and retirenent allowance beneficiary in receipt of a retirenent
al l omance at the end of the fiscal year, EXCEPT RETI RANTS,

RETI REMENT ALLOMNCE BENEFI Cl ARI ES, AND MEMBERS WHO CONTRI BUTED
TO THE MEMBER | NVESTMENT PLAN, and whose effective date of
retirenment allowance preceded the beginning of that fiscal year,
shall be credited with 1 distribution unit for each full year
between the effective date of retirenent and the end of the
fiscal year and 1 distribution unit for each full year of service

credit in force on the effective date of retirenent.
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Distribution units shall not accunulate from1l year to the next
year .

(5) The distribution anount for an individual retirant or
retirement allowance beneficiary shall be equal to the product of
the distribution income determned in subsection (3) tinmes the
i ndi vidual's nunber of distribution units determ ned in subsec-
tion (4) divided by the total nunber of distribution units for
all eligible retirants and retirenent all owance beneficiaries in
recei pt of retirenent all owances at the end of the fiscal year,
EXCEPT RETI RANTS, RETI REMENT ALLOMNCE BENEFI Cl ARI ES, AND MEMBERS
VWHO CONTRI BUTED TO THE MEMBER | NVESTMENT PLAN. The distribution
anmount for an individual retirant or retirenent allowance benefi -
ciary of a retirant or nenber who contributed to the nmenber
i nvestnment plan is zero.

(6) Each retirenment allowance that was effective on or
before January 1, 1987 shall be increased effective on the |ater
of January 1, 1986 or the retirenent allowance effective date.
The amount of the increase shall be 8% of the retirenent allow
ance that woul d be payable as of the date of the increase w thout
application of this subsection, except that if the retirenent
al l owance i s being paid under section 85(2), the increase shal
be based on the retirenent allowance that woul d have been paid
under the option selected by the nenber under section 85(1)(a),
(b), or (c).

(7) Until and including October 1, 1989, each retirenent
al l omance that was effective on or before January 1, 1987 shal

be increased each Cctober 1 beginning with the |ater of
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Cctober 1, 1986 or the first October 1 follow ng the retirenent
al l omance effective date. The anount of the annual increase
shall be equal to 40.5% of the increase conputed in subsection
(6).

(8) After the end of each state fiscal year, the cumul ative
i ncrease amount shall be conputed for each retirant or retirenent
al l omance beneficiary affected by subsections (6), (7), and
(11). The cunul ative increase anmount shall be equal to the dif-
ference between the total retirenent allowance paid during the
state fiscal year and the retirenent allowance that woul d have
been payabl e w thout application of subsections (6), (7), and
(11). The cumul ative increase anmount for any retirant or retire-
ment al |l owance beneficiary whose effective date of retirenent is
after January 1, 1987 is zero.

(9) In March of each year, beginning in March, 1986, each
retirant or retirenment allowance beneficiary shall be paid, in a
si ngl e suppl enental paynent, the excess, if any, of the distribu-
tion anmount over the cunul ative increase amount for the previous
state fiscal year. |If a retirant dies before receipt of a sup-
pl emental paynment, the suppl enental paynent shall be nade to the
retirant's retirenment allowance beneficiary, if any. |f both the
retirant and the retirenment all owance beneficiary die before
recei pt of a supplenental paynent, no paynent shall be made.

(10) Each retirenent allowance that was effective before
Cctober 1, 1981 shall be increased effective January 1, 1990.

The amount of the increase shall be a percentage of the

retirenment allowance that is payable as of January 1, 1990
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(11) Each retirenent allowance that was effective on or
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begi nning Cctober 1, 1990. The anmount of the annual increase

shall be equal to 3% of the retirenent allowance that woul d be

payabl e wi t hout application of this subsection, except that

the retirenent allowance is being paid under section 85(2),
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i ncrease shall be based on the retirenent all owance that woul d

have been paid under section 85(1)(a), (b), or (c).
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