HB 5732, As Passed Senate, March 21, 2002

SENATE SUBSTI TUTE FOR
HOUSE BI LL NO. 5732

A bill to anend 1943 PA 240. entitled "An act to nrovide for a state
emnl ovees' retirenent svstem to create a state ennl ovees' retirenent
board and nrescribe its npowers and duties: to establish certain funds in
connection with the retirenent svstem to reauire contributions to the
retirenent svstem bv and on behalf of nenbers and oarticipnants of the
retirenent svstem to create certain accounts and orovi de for
expenditures fromthose accounts: to brescribe the nowers and duti es of
certain state and | ocal officers and emnl ovees and certain state
depnart nent s and aaenci es: and to pbrescri be penalties and orovi de
renedi es." bv anendi na sections 1b. 1d. 5. 11. 13. 17i. 19. 20. 20d. 21
24. 31. 33. 38. 46. 48. 49. and 52 (MCL 38.1b. 38.1d. 38.5. 38.11. 38.13,
38.17i. 38.19. 38.20. 38.20d. 38.21. 38.24. 38.31. 38.33. 38.38. 38.46.
38.48. 38.49. and 38.52). section 1b as anended bv 1996 PA 33. sections
1d and 49 as added bv 1995 PA 176. sections 11 and 13 as anended and
secti on 52 as added bv 1996 PA 487. sections 17i. 19. and 31 as anended
bv 1998 PA 205. section 20 as anended bv 1996 PA 521. section 20d as
anmended bv 1996 PA 532. section 38 as anended bv 1996 PA 279. and section
48 as added by 1990 PA 110, and by addi ng sections 17n, 19g, and 19h.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
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Sec. 1b. (1) "Beneficiary" or "disability beneficiary"
means a person other than a retirant who receives a retirenent
al | owance, pension, or other benefit provided by this act.

(2) "Conpensation" neans the renuneration paid a nenber on

account of the nenber's services rendered to this state. —+e—+the

i o bt ished— . 47— of—thei :

cotde— |f a nenber's renuneration is not paid totally in noney,
the retirement board shall enploy the mai ntenance-conpensation
schedul es established fromtine to tinme by the civil service
comm ssi on. Conpensati on does not include any of the follow ng:

(a) Rermuneration paid in lieu of accunul ated sick | eave.

(b) Rermuneration for services rendered after Cctober 1
1981, payable at retirenent or term nation under voluntary or
i nvoluntary pay reduction plan B, in excess of the anmount the
menber woul d have received had the nenber been conpensated for
those services at the rate of pay in effect at the tine those
services were perforned.

(c) Paynment for accrued annual |eave at separation in excess
of 240 hours.

(d) Rermuneration received by an enpl oyee of the DEPARTMENT
FORVERLY KNOWN AS THE departnent of nmental health resulting from
severance pay received because of the deinstitutionalization of
t he DEPARTMENT FORMERLY KNOWN AS THE departnent of nental health
resi dent popul ati on.

(e) Rermuneration received as a bonus by investnent nmanagers

of the departnent of treasury under the treasury incentive bonus

H05975' 01 (S-1)
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plan first approved by the civil service comm ssion on
February 11, 1988, pursuant to section 5 of article Xl of the
state constitution of 1963.

(f) Rermuneration received as a bonus or nerit paynent by
assistant attorneys general in the departnent of attorney general
under the nerit pay plan approved by the civil service conmm ssion
on January 19, 1990, pursuant to section 5 of article Xl of the
state constitution of 1963.

(3) "Conservation officer"” means an enpl oyee of the depart-
ment of natural resources, or its predecessor or successor
agency, who has sworn to the prescribed oath of office and who is

designated as a peace officer under section 1606 of part 16

ant—f+sh)— of the natural resources and environnental protection
act, —Aet—No—451+ofthePubHecActs—of—199%4—betrnrg
sect+on—324—1666— 1994 PA 451, MCL 324.1606, and section 1 of
—Act—No—109—of —thePubtie—Acts—of—1986,—betng—sect+on—306—21—-of
the—M-ehigan—Conptted—taws— 1986 PA 109, MCL 300. 21

(4) "Credited service" neans the sum of the prior service

and nenbership service credited to a nmenber's service account.

Sec. 1d. (1) —Exeept— BEG NNI NG JANUARY 1, 2002, EXCEPT as
ot herwi se provided in this subsection, "eligible retirenent plan"
means an individual retirenment account described in section
408(a) of the internal revenue code, an individual retirenent
annuity described in section 408(b) of the internal revenue code,
an annuity plan described in section 403(a) of the internal

revenue code, —of— a qualified trust described in section 401(a)

H05975' 01 (S-1)
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of the internal revenue code, AN ANNU TY CONTRACT DESCRI BED I N
SECTI ON 403(B) OF THE | NTERNAL REVENUE CODE, OR AN ELI d BLE PLAN
UNDER SECTI ON 457(B) OF THE | NTERNAL REVENUE CODE THAT IS MAI N-
TAI NED BY A STATE, A POLITICAL SUBDI VI SI ON OF A STATE, AN AGENCY
OR | NSTRUVENTALI TY OF A STATE, OR AN AGENCY OR | NSTRUMENTALI TY OF
A POLI TI CAL SUBDI VI SI ON OF A STATE, SO LONG AS AMOUNTS TRANS-
FERRED | NTO ELI G BLE RETI REMENT PLANS FROM THI S RETI REMENT SYSTEM
ARE SEPARATELY ACCOUNTED FOR BY THE PLAN PROVI DER t hat accepts
the distributee's eligible rollover distribution. However, in
the case of an eligible rollover distribution to a surviving
spouse ON OR BEFORE DECEMBER 31, 2001, an eligible retirenent
pl an neans an individual retirenment account or an individual
retirenment annuity described above.

(2) —HEHgtbte— BEG NNI NG JANUARY 1, 2002, "ELIGBLE roll -
over distribution” means a distribution of all or any portion of
the balance to the credit of the distributee. Eligible rollover
di stribution does not include any of the follow ng:

(a) Adistribution nade for the life or |ife expectancy of
the distributee or the joint lives or joint |life expectancies of
the distributee and the distributee's designated beneficiary.

(b) Adistribution for a specified period of 10 years or

(c) Adistribution to the extent that the distribution is
requi red under section 401(a)(9) of the internal revenue code.

(d) —Fhe— EXCEPT AS OTHERW SE PROVI DED I N THI S SUBDI VI SI ON,
THE portion of any distribution that is not includable in federal

gross incone, determ ned without regard to the exclusion for net

H05975' 01 (S-1)
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unreal i zed appreciation with respect to enployer securities. |IF
A PORTION OF A DI STRIBUTI ON THAT IS NOT | NCLUDED | N FEDERAL CROSS
I NCOVE | S PAID TO AN | NDI VI DUAL RETI REMENT ACCOUNT OR ANNUI TY
DESCRI BED | N SECTI ON 408(A) OR 408(B) OF THE | NTERNAL REVENUE
CODE OR A QUALI FI ED DEFI NED CONTRI BUTI ON PLAN DESCRI BED I N
SECTI ON 401(A) OR 403(A) OF THE | NTERNAL REVENUE CODE, AND THE
PLAN PROVI DERS AGREE TO SEPARATELY ACCOUNT FOR AMOUNTS PAI D,

I NCLUDI NG ANY PORTI ON OF THE DI STRI BUTI ON THAT 1S | NCLUDABLE I N
GROSS | NCOMVE, THEN THE PORTI ON OF THE DI STRI BUTI ON THAT | S NOT

| NCLUDABLE | N FEDERAL GROSS I NCOVE |'S AN ELI G BLE ROLLOVER

DI STRI BUTI ON.

(3) "Enployee" neans a person who nmay becone eligible for
menber shi p under this act, as provided in section 13, if the
person's conpensation is paid in whole or in part by this state.

(4) "Enployer" or "state" neans this state.

Sec. 5. (a) Each nenber of the retirenent board, created by
this act, upon election or appointnent, shall take an oath of
of fice which shall be imediately filed in the office of the sec-
retary of state. A majority of the retirenent board shall con-
stitute a quorum for the transaction of business at a neeting of
t he board.

(b) The busi ness which the retirenent board nay perform
shall be conducted at a public neeting of the retirenent board
hel d in conpliance wth —Act—No—267+of—thePubtiec—Aets—of—319+6-
petng—seet+ons—15261to152+5of the Mehigan—Conptrtetd—tans—
THE OPEN MEETI NGS ACT, 1976 PA 267, MCL 15.261 TO 15.275. Public

notice of the time, date, and place of the neeting shall be given

H05975' 01 (S-1)
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House Bill No. 5732 6
in the manner required by —Act—No—267+ofthePubt+ec—-Aects—of
+9+6— THE OPEN MEETI NGS ACT, 1976 PA 267, MCL 15.261 TO 15. 275.

(c) The nenbers of the retirenent board shall serve w thout
conpensation, but shall not suffer a | oss because of absence from
regul ar enpl oynment, and shall be reinbursed for all actual neces-
sary expense incurred in performance of duties in accordance with
the statutes of this state. Notw thstanding this section, the
retired state enployee nmenber shall receive —$35-00-—per—diemas
Hxed—by—the—board— THE PER DI EM COVPENSATI ON ESTABLI SHED ANNU-
ALLY BY THE LEQ SLATURE for the performance of official duties by
attendance at regularly schedul ed neetings.

Sec. 11. (1) There is created the enpl oyees' savings fund,
enpl oyer's accunul ation fund, annuity reserve fund, pension
reserve fund, inconme fund, expense fund, and health insurance
reserve fund.

(2) The enpl oyees' savings fund is the fund in which shal
be accunul ated at regular interest the contributions to the
retirenment system deducted fromthe conpensation of nenbers. The
retirement board shall provide for the nmaintenance of an individ-
ual account for each nenber that shows the anmpbunt of the nenber's
contributions together with interest on those contributions. The
accunul ated contri butions of a nenber returned to the nenber upon
his or her wthdrawal fromservice, or paid to the nmenber's
estate or designated beneficiary in the event of the nenber's
death, as provided in this act, shall be paid fromthe enpl oyees
savings fund. Any accumul ated contributions not clainmed by a

menber or the nmenber's | egal representative as provided in this

H05975' 01 (S-1)
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act within 5 years after the nenber's separation fromstate
service shall be transferred fromthe enpl oyees' savings fund to
the income fund. The accumnul ated contributions of a nenber, upon
the nenber's retirenment, shall be transferred fromthe enpl oyees
savings fund to the pension reserve fund.

(3) The enmpl oyer's accumul ation fund is the fund in which
shall be accunul ated the reserves derived from noney provided by
this state for the paynent of all retirenment all owances to be
payable to retirants and beneficiaries as provided in this act.
The anmounts paid by this state shall be credited to the
enpl oyer's accunul ation fund. Upon the retirenment of a nenber,
or upon the nmenber's death, if a beneficiary is entitled to a
retirement all owance payable fromfunds of the retirenment system
the difference between the reserve for the retirenment allowance
to be paid on account of the nenber's retirenment or death and the
menber' s accunul ated contri butions standing to his or her credit
in the enpl oyees' savings fund at the tine of his or her retire-
ment or death shall be transferred fromthe enployer's accunul a-
tion fund to the pension reserve fund. |If, in any year, the pen-
sion reserve fund is insufficient to cover the reserves for
retirenment allowances and other benefits being paid fromthe
fund, the anpbunt or anmounts of the insufficiency or insufficien-
cies shall be transferred fromthe enployer's accunul ati on fund
to the pension reserve fund.

(4) The annuity reserve fund is the fund fromwhich shall be
paid all annuities, or benefits in |ieu of annuities, because of

whi ch reserves have been transferred fromthe enpl oyees' savings

H05975' 01 (S-1)
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fund to the annuity reserve fund. Upon the adoption of this act,
the balance in the annuity reserve fund shall be transferred to
t he pension reserve fund, and the annuities heretofore payable
fromthe annuity reserve fund shall thereafter becone payable
fromthe pension reserve fund.

(5) The pension reserve fund is the fund fromwhich shall be
paid all retirenment allowances and benefits in |lieu of pensions,
as provided in this act. For a disability retirant returned to
active service with this state, his or her pension reserve, com
puted as of the date of return, shall be transferred fromthe
pensi on reserve fund to the enpl oyees' savings fund and the
enpl oyer's accunul ation fund in the proportion that this reserve,
as of the date of his or her retirenent, was transferred to the
pensi on reserve fund fromthe enpl oyees' savings fund and from
the enpl oyer's accumul ati on fund. The ambunts transferred to the
enpl oyees' savings fund under this section shall be credited to
t he menber's individual account in the fund.

(6) An inconme fund is created for the purpose of crediting
regular interest on the amounts in the various other funds of the
retirement systemw th the exception of the expense fund, and to
provi de a contingent fund out of which special requirenents of
any of the other funds may be covered. Transfers for special
requi renments shall be made only when the anobunt in the incone
fund exceeds the ordinary requirements of the fund as evi denced
by a resolution of the retirenment board recorded in its m nutes.
The retirenment board shall annually allow regular interest for

the preceding year to each of the funds enunerated in subsections

H05975' 01 (S-1)
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(2), (3), (4), (5, and (8), and the anmount all owed under this
subsection shall be due and payable to each of these funds and
shall be annually credited to the funds by the retirenent board
and paid fromthe incone fund. However, interest on contribu-
tions fromnmenbers wthin a cal endar year shall begin on the
first day of the next cal endar year, and shall be credited at the
end of the cal endar year. —AH— EXCEPT AS PROVIDED IN THI S
SUBSECTI ON, income, interest, and dividends derived fromthe
deposits and investnents authorized by this act shall be paid
into the inconme fund. THE RETI REMENT SYSTEM SHALL DETERM NE THE
SHARE OF | NCOME, | NTEREST, AND DI VI DENDS ATTRI BUTABLE TO THE BAL-
ANCE | N THE HEALTH ADVANCE FUNDI NG SUBACCOUNT CREATED UNDER SUB-
SECTI ON (9) AND THE SHARE OF | NCOVE, | NTEREST, AND DI VI DENDS
ATTRI BUTABLE TO THE HEALTH ADVANCE FUNDI NG SUBACCOUNT BALANCE
SHALL BE PAI D | NTO THE HEALTH ADVANCE FUNDI NG SUBACCOUNT. The
retirenment board is authorized to accept gifts and bequests. Any
funds that cone into the possession of the retirenment systemas a
gift or bequest, or any funds that may be transferred fromthe
enpl oyees' savings fund by reason of lack of claimant, or because
of a surplus in any fund created by this act, or any other noney
the disposition of which is not otherwi se provided for in this
act shall be credited to the incone fund.

(7) The expense fund is the fund fromwhich shall be paid
t he expenses of the admi nistration of this act, exclusive of
anounts payable as retirenent allowances and ot her benefits pro-

vided for in this act. The legislature shall appropriate the

H05975' 01 (S-1)
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funds necessary to defray and cover the expenses of adm nistering
this act.

(8) The health insurance reserve fund is the fund into which
appropriations nmade by the |egislature, subscriber co-paynents,
and paynents by the retirenment system under section 68 for
heal th, dental, and vision insurance premuns are paid. Health,
dental, and vision insurance prem uns payabl e pursuant to
sections 20d and 68 shall be paid fromthe health insurance
reserve fund. THE ASSETS AND ANY EARNI NGS ON THE ASSETS CON-
TAINED I N THE HEALTH | NSURANCE RESERVE FUND AND THE HEALTH
ADVANCE FUNDI NG SUBACCOUNT DESCRI BED | N SUBSECTI ON (9) ARE NOT TO
BE TREATED AS PENSI ON ASSETS FOR ANY PURPOCSE.

(9) THE HEALTH ADVANCE FUNDI NG SUBACCOUNT IS THE ACCOUNT TO
VH CH AMOUNTS TRANSFERRED PURSUANT TO SECTI ONS 20D, 38(6), AND 52
ARE CREDI TED. ANY AMOUNTS RECEI VED | N THE HEALTH ADVANCE FUNDI NG
SUBACCOUNT AND ACCUMULATED EARNI NGS ON THOSE AMOUNTS SHALL NOT BE
EXPENDED UNTI L THE ACTUARI AL ACCRUED LI ABI LI TY FOR HEALTH BENE-

FI' TS UNDER SECTI ON 20D IS AT LEAST 100% FUNDED. THE DEPARTMENT
MAY EXPEND FUNDS OR TRANSFER FUNDS TO ANOTHER ACCOUNT TO EXPEND
FOR HEALTH BENEFI TS UNDER SECTI ON 20D | F THE ACTUARI AL ACCRUED

LI ABI LI TY FOR HEALTH BENEFI TS UNDER SECTI ON 20D IS AT LEAST 100%
FUNDED. FOR EACH FI SCAL YEAR AFTER THE FI SCAL YEAR I N WHI CH THE
ACTUARI AL ACCRUED LI ABI LI TY FOR HEALTH BENEFI TS UNDER SECTI ON 20D
| S AT LEAST 100% FUNDED BY THE HEALTH ADVANCE FUNDI NG SUBACCOUNT,
AMOUNTS RECEI VED | N THE HEALTH ADVANCE FUNDI NG SUBACCOUNT AND
ACCUMULATED EARNI NGS ON THOSE AMOUNTS MAY BE EXPENDED OR CREDI TED
TO FUND HEALTH BENEFI TS UNDER SECTI ON 20D AS PROVI DED I N SECTI ON

H05975' 01 (S-1)
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38(3). NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S SECTI ON, THE
DEPARTMENT MAY TRANSFER AMOUNTS FROM THE HEALTH ADVANCE FUNDI NG
SUBACCOUNT TO THE EMPLOYER S ACCUMULATI ON FUND CREATED UNDER TH S
SECTION | F THE DEPARTMENT DOES BOTH OF THE FOLLOW NG

(Al AT LEAST 45 DAYS BEFORE THE | NTENDED TRANSFER. SUBM TS A REQUEST
TO THE CHAI RS OF THE SENATE AND HOUSE APPROPRI ATI ONS COVMM TTEES AND. AT
LEAST 15 DAYS BEFORE THE | NTENDED TRANSFER. OBTAI NS THE APPROVAL OF BOTH
THE SENATE AND HOUSE APPROPRI ATI ONS COVM TTEES.

(BY ENSURES THAT THE REQUEST SUBM TTED TO THE SENATE AND HOUSE
éBEgSXﬁ%A¥E§AB COVM TTEES CONTAI NS AN ACTUARI AL VALUATI ON PREPARED
SECTI ON 38 THAT DEMONSTRATES THAT AS OF THE BEG NNI NG OF A FI SCAL
YEAR, AND AFTER ALL CREDI TS AND TRANSFERS REQUI RED BY THI S ACT
FOR THE PREVI OQUS Fl SCAL YEAR HAVE BEEN MADE, THE SUM OF THE ACTU-

ARl AL VALUE OF ASSETS AND THE ACTUARI AL PRESENT VALUE OF FUTURE
NORMAL COST CONTRI BUTI ONS DCES NOT EXCEED THE ACTUARI AL PRESENT
10 VALUE OF BENEFI TS.

11 (10) —9— The description of the various funds in this sec-

A W N P
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12 tion shall be interpreted to refer to the accounting records of
13 the retirenent systemand not to the segregation of assets cred-
14 ited to the various funds of the retirenment system

15 Sec. 13. (1) Except as otherwi se provided in this act, nem
16 bership in the retirenent system consists of state enpl oyees

17 occupying permanent positions in the state civil service. Al

18 state enpl oyees except those specifically excluded by |aw and

19 those who are nenbers or eligible to be nenbers of other statu-
20 tory retirenment systenms in this state, shall becone nenbers of

21 the retirenent system The enpl oyees may use service previously
22 perfornmed as an enployee of this state in neeting the service

23 requirenments for the retirenent allowances and death benefits

24 provided by the retirenent system However, the prior service
25 shall not be used in conmputing the amount of a retirement allow
26 ance to be paid by the retirenent system unl ess the enpl oyee pays

27 to the retirenent systemthe anmount the enployee's contributions
HO5975' 01 (S-1)
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woul d have been had the enpl oyee becone a nenber inmediately upon
enpl oynent by the state with interest conpounded annually at the
regular rate froma date 1 year after the date of enploynent by
this state to the date of paynent. A person who draws conpensa-
tion as a state enpl oyee of a political subdivision of this state
is eligible for the benefits provided by this act to the extent
of the person's conpensation paid by this state. An individual
who neets the requirenents of section 44a is a nenber of the
retirenment system

(2) Elected or appointed state officials may elect not to
beconme or continue as nenbers of the retirenment systemby filing
witten notice with the retirenent board. An appointed state
official who is a nmenber of a state board, comm ssion, or counci
and who receives a per diemrate in his or her capacity as a
menber of the board, comm ssion, or council is excluded from mem
bership in the retirenment systemfor the service rendered in his
or her capacity as a nenber of the board, comm ssion, or
council. Service perforned by an el ected or appointed official
during the tinme the official elects not to participate shall not
be used in neeting the service requirenent or in conputing the
anount of retirenment allowance to be paid by the retirenent
system A nenber who elects not to participate shall be refunded
all contributions made before the el ection.

(3) Menbership in the retirenent system does not include any
of the follow ng:

(a) A person who is a contributing nenber in the public

school enpl oyees' retirenent system provided for in the public

H05975' 01 (S-1)
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school enployees retirenment act of 1979, —Aet—Ne—366—-of—the
PubHt—Aets—of 1980 —betng—seetions—3813061+to3814068—of—the
M-ehi-gan—Conptt+ed—taws— 1980 PA 300, MCL 38.1301 TO 38.1408.
(b) A person who is a contributing nenber in the M chigan
judges retirenment system provided for in the judges retirenent
act of 1992, —Act—No—234of thePubtiecAects—of—1992—beirng—see—

tHons—3821061+to382608—of—theMechigan—Conpitetd—tawns— 1992
PA 234, MCL 38.2101 TO 38. 2670.

(c) A person who cones within the Mchigan state police

retirenment systemprovided for in the state police retirenment act

of 1986, —Aect—No—182—of—thePubHe-Acts—of—1986—beirng——secttons

381661+ t0381648of theMechigan—Cormptted—taws— 1986 PA 182,
MCL 38. 1601 TO 38. 1648.

(d) An individual who is first enployed and entered upon the
payroll on or after March 31, 1997 for enploynent for which the
i ndi vi dual woul d have been eligible for nenbership under this
section before March 31, 1997. An individual described in this
subdivision is eligible to be a qualified participant in Tier 2
subject to sections 50 to 69.

(e) —An— EXCEPT AS PROVIDED I N SECTION 19G AN i ndi vi dual
who el ects to term nate menbershi p under section 50 and who, but
for that election, would otherwi se be eligible for nmenbership in
Tier 1 under this section.

(4) A person who is hired in state classified or unclassi-
fied service after June 30, 1974, who is first enployed and
entered upon the payroll before March 31, 1997, and who possesses

a Mchigan teaching certificate shall be a nenber of this

H05975' 01 (S-1)
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retirement system After June 30, 1974, but before March 31,
1997, a person who returns to state enploynent in the classified
or uncl assified service who previously was a contributing nmenber
of the M chigan public school enployees' retirenent system shal
have the person's accunul ated contri butions and service trans-
ferred to this retirenent system or having wthdrawn the contri -
butions, may pay into the retirenment systemthe anount w thdrawn
together with regular interest and have credit restored as pro-
vided for in section 16. On and after March 31, 1997, an indi-
vi dual described in this subsection who returns to state service
shal | make an irrevocable election to remain in Tier 1 or to
beconme a qualified participant of Tier 2 in the manner prescribed
in section 50.

(5) A person, not regularly enployed by this state, who is
enpl oyed through participation in 1 or nore of the follow ng pro-
granms, shall not be a nenber of the retirenment system and shal
not receive service credit for the enploynent:

(a) A program aut horized, undertaken, and financed pursuant
to the conprehensive enploynent and training act of 1973, fornmer
Public Law 93-203, 87 Stat. 839.

(b) A sumrer youth enpl oynment program established pursuant
to the Mchigan youth corps act, —Aet—No—69—-ofthePubt+ec-Aets
of—1983,—betng—seect+ons 409221+t 4069-229of theMehigan
Conpited—taws— 1983 PA 69, MCL 409.221 TO 409. 229.

(c) A program established pursuant to the job training part-
nership act, Public Law 97-300, 96 Stat. 1322.

H05975' 01 (S-1)
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(d) A program established pursuant to the M chigan
opportunity and skills training program first established under
sections 12 to 23 of Act No. 259 of the Public Acts of 1983.

(e) A program established pursuant to the M chigan comunity
service corps program first established under sections 25 to 35
of Act No. 259 of the Public Acts of 1983.

(6) A person, not regularly enployed by this state, who is
enpl oyed to adm nister a program described in subsection (5)
shall not be a nenber of the retirement system and shall not
receive service credit for the enpl oynent.

(7) I'f a person described in subsection (5)(a) |ater becones
a nmenber of this retirement systemw thin 12 nonths after the
date of termnation as a participant in a transitional public
enpl oynent program service credit shall be given for enpl oynent
which is excluded in subsection (5) for purposes of determining a
retirenment allowance upon the paynent by the person's enpl oyer
under subsection (5) from funds provided under the conprehensive
enpl oynent and training act of 1973, former Public Law 93-203,

87 Stat. 839, as funds permt, to the retirenment system of the
contributions, plus regular interest, the enployer would have
paid had the enpl oynent been rendered in a position covered by
this act. During the person's enploynent in the transitional
public enploynent program the person's enployer shall place in
reserve a reasonabl e but not necessarily an actuarially deter-
m ned anobunt equal to the contributions that the enployer would
have paid to the retirenment systemfor those enpl oyees in the

transitional public enploynent programas if they were nenbers

H05975' 01 (S-1)
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under this act, but only for that nunber of enployees that the
enpl oyer determ ned would nove fromthe transitional public

enpl oynent programinto positions covered by this act. If the
funds provided under the conprehensive enpl oynment and training
act of 1973, former Public Law 93-203, 87 Stat. 839, are insuffi-
cient, the remai nder of the enployer contributions shall be paid
by the person's current enpl oyer.

(8) FOR PURPOSES OF SECTION 19G A FORVER MEMBER SHALL BE
CONSI DERED A MEMBER AND SHALL BE CONSI DERED TO HAVE SATI SFI ED THE
REQUI REMENTS OF SECTION 19G(1) (C) AND (2)(C) | F THE FORVER MEMBER
WAS EMPLOYED BY THE DEPARTMENT FORMERLY KNOWN AS THE DEPARTMENT
OF MENTAL HEALTH ON JANUARY 1, 1996 AND VENT ON LAYOFF STATUS

BEFORE JANUARY 1. 1997.

~ Sec. 17i. (1) On and after June 23. 1987. a nenber who is ot herw se
entitled to purchase service credit under section 179, 17h, 17i, 17k,

171. —ar— 17m_OR 17N shall not nurchase a conbined total of nore than 10
years of service credit under those sections. )

(2) On and after June 23, 1987, a nenber who under section 17c,
+re—3+H— 17a. 17h. 17i. 17k. 17]. 17m 17N. or 18(2) is otherw se
entitled to ourchase service credit mav purchase the service credit in
separate increments eaual to 1 or nore full vears. or a remainina )
fraction of a vear. if anv. or both. Partial pburchase of service credit
under this section does not bar future purchases otherw se in conpliance
with this section and the orovisions of this act authorizina the
pur chase. but computation of the ambunt of paynment due shall be nade
separatel v for each purchase. ) ) )

- (3) If a nmenber who nmade pavnent under this section dies and a
retirement allowance is not pavable or if the nenmber | eaves service with
this state before his or her retirenent all owance becones effective. the
pavnment made bv the nmenmber shall be refunded upon reauest to the nenber,
to the person desianated bv the nenber in witina to the board. or if a
ne{s?n is not designated, then to the menber's |egal representative or
estate.

(4) Actuarial cost shall be equal to the product of subdivisions
(a), (bY. and (c). as follows: )

(a) A percentaace. deternmined bv the retirenent board and the
departnent. that when nultiolied bv a nenber's connensation. as
det ermi ned under subdivision (b). results in the averaae actuari al
oresent value of the additional benefits resultina fromthe creditina of
1 additional vear of service. The percentaoe nav varv because of aae.
credited service. or benefit coveraoe. An increase or decrease in the
per cent acde under this subdivision shall not become effective before the
expiration of 6 nonths or nore after the retirement board notifies the
menbers of the increase or decrease. )

A nenber's conpmensation. The nenber's connensation shall be the
menber's FULL-TI ME OR EQUATED FULL-TI ME conmmensation earned in the fiscal
vear imedi atelv before the fiscal vear in which the aoplication to
purchase and paynent for the service are made. The conpensati on anount
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?ﬁed sﬂgll not be | ess than the highest conpensation previously earned by
e nenber .

(c) The nunber of vears. includina anv fraction of a vear. of
credited service a nenber elects to nurchase up to t he maxi num al | owed.

SEC. 17N. (1) A MEMBER MAY TRANSFER OR PURCHASE SERVI CE CREDI T
EARNED WHEN THE MEMBER WAS AN EMPLOYEE OF A CITY WTH A POPULATI ON OVER
750,000 IF ALL OF THE FO_LLOW NG APPLY:

(A THE MEMBER BECAME A MEMBER ON SEPTEMBER 1. 1981.

(B THE MEMBER WAS EMPLOYED BY A CI TY WTH A POPULATI ON OVER 750, 000
ON AUGUST 31. 1981.

(CQ THE PENSI ON SYSTEM OF THE CITY WTH A POPULATI ON OVER 750, 000,
THE CITY WTH A POPULATI ON OVER 750. 000. OR THE MEMBER AGREES TO
CONTRI BUTE THE ACTUARI AL COST OF THE SERVI CE CREDI T TRANSFERRED OR
PURCHASED TO THE RETI REMENT SYSTEM

(2) UPON PAYMENT OF THE ACTUARI AL COST OF THE SERVI CE CREDI T
EEESPéEED, THE RETI REMENT SYSTEM SHALL CREDI T THE MEMBER W TH THE

Sec. 19. (1) A menmber who is 60 years of age or ol der and

has 10 or nore years of credited service or a nmenber who is 60

years of age or older and has 5 or nore years of credited service

17
18
19
20
21
22
23
24
25
26
27

as provided in section 20(4) or (5) may retire upon witten

application to the retirenent board, stating a date ——mnoet—tess

I I I : I . Lot :
the—appt+eat+on,— on which he or she desires to retire.

Begi nning on the retirenent allowance effective date, he or she
shall receive a retirenent allowance conputed according to sec-
tion 20(1).

(2) A nenber who is 55 years of age or older, but less than
60 years of age, and has 15 or nore years of credited service,

may retire upon witten application to the retirenent board

stating a date ——mnot—tess—than—30—or—rore—than—90days—after—the

H05975' 01 (S-1)
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exectutton—and—H+ng—of—the—apptHteation,— on which he or she
desires to retire. Upon retirenent he or she shall receive a
retirenment allowance conputed according to section 20(1). Except
as otherwise provided in this act, the retirenent allowance of a
menber who has | ess than 30 years of credited service shall be
reduced by an anmount that is 0.5%of the retirenent all owance
mul tiplied by the nunber of nonths the person's age at retirenent
is under 60 years. The reduction of 1/2 of 1% for each nonth and
fraction of a nonth fromthe nmenber's retirenent allowance effec-
tive date to the date of the nenber's sixtieth birthday provided
for in this subsection does not apply to a nenber who retired
before July 1, 1974 and before attainment of age 60, with 30 or
nore years of credited service. The retirenent allowance of a
retirant or beneficiary of a retirant who retired before that
date shall be recal cul ated disregardi ng the reduction, and the
person receiving the retirenment allowance is eligible to receive
an adjusted retirenent allowance based on the recal cul ation
begi nning Cctober 1, 1987, but is not eligible to receive the
adj usted anpunt attributable to any nonth begi nning before
Cctober 1, 1987. The recalculated retirenent all owance provi ded
by this subsection shall be paid by January 1, 1988. The retire-
ment all owance of a retirant who dies before January 1, 1988, and
who has not nom nated a retirenent allowance beneficiary pursuant
to section 31, shall not be recal cul ated pursuant to this
subsecti on.

(3) Notwi thstandi ng any other provision of this section,

effective April 1, 1988, a nenber may retire with a retirenent

H05975' 01 (S-1)
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al | owance conputed according to section 20(1), without regard to
the reduction in subsection (2), if all of the follow ng apply:

(a) The nenber files a witten application with the retire-
ment board stating a date, not |less than 30 or nore than 90 days
after the execution and filing of the application, on which the
menber desires to retire, and which is within the early retire-
ment effective period.

(b) The nenber was enployed by the state for the 6-nonth
period i mredi ately preceding the nenber's retirenment all owance
effective date. This subdivision does not apply to a nenber who
had been restored to active service during that 6-nonth period
pursuant to section 33.

(c) On the last day of the nonth i medi ately preceding the
retirement allowance effective date stated in the application
the nmenber's conbi ned age and | ength of credited service is equal
to or greater than 80 years and the nenber is 50 years of age or
ol der.

(d) For purposes of this subsection, "early retirenment
effective period" neans 1 of the foll ow ng:

(i) Except as provided in subparagraph (ii), the period
begi nning on April 1, 1988 and ending on April 1, 1989.

(ii) For a menber enployed by a hospital or facility owned
or operated by the departnent fornerly known as the departnent of
mental health that is in the process of being closed by the
departnent formerly known as the departnent of nental health, the
period beginning on April 1, 1988 and endi ng on October 1, 1989.

H05975' 01 (S-1)
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(4) As used in subsections (5) to (9):

(a) "Agency of the departnent” neans 1 of the foll ow ng:

(1) Sout hwest M chigan community |iving services.

(ii)) Wayne community |iving services.

(b) "Departnent inpatient facility" nmeans 1 of the
fol | ow ng:

(1) A developnental disability center that is directly oper-
ated by the departnment fornerly known as the departnent of nental
heal th for purposes of providing inpatient care and treatnment
services to persons with devel opnmental disabilities.

(ii)) A psychiatric hospital that is directly operated by the
departnment formerly known as the departnent of nental health for
pur poses of providing inpatient diagnostic and therapeutic serv-
ices to persons who are nentally ill.

(5) Notwi thstandi ng any other provision of this section, a
menber who is an enpl oyee of an agency of the departnent or a
departnent inpatient facility and is on layoff status because the
agency or inpatient facility has been designated by the state
officer fornmerly known as the director of nmental health for clo-
sure on or after October 1, 1989, may retire as provided in sub-
section (7) or (8), as applicable, with a retirenent all owance
conmput ed according to section 20(1), without regard to the reduc-
tion in subsection (2), upon satisfaction of any 1 of the follow
ing conditions:

(a) The nenber is 51 years of age or older and has 25 or

nore years of credited service, the last 5 of which are as an

H05975' 01 (S-1)
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enpl oyee of an agency of the departnment designated for closure or
a departnent inpatient facility designated for closure.

(b) The nenber is at |east 56 years of age and has 10 or
nore years of credited service, the last 5 of which are as an
enpl oyee of an agency of the departnment designated for closure or
a departnent inpatient facility designated for closure.

(c) The nenber has 25 or nore years of credited service,
regardl ess of age, as an enpl oyee of an agency of the departnent
designated for closure or a departnent inpatient facility desig-
nated for closure.

(6) When a departnent inpatient facility or agency is desig-
nated for closure on or after October 1, 1989, the state officer
formerly known as the director of nental health shall certify in
witing to the state legislature and the retirenent board, not
| ess than 240 days before the designated official date of clo-
sure, which facility or agency is to be closed and the desi gnated
official date of closure.

(7) Except as provided in subsection (8), a nenber who is
eligible to receive a retirenment all owance under subsection (5)
may retire effective on the date that an agency of the departnent
or a departnent inpatient facility designated for closure as pro-
vided in subsection (5) actually closes, upon witten application
to the retirenent board not |less than 30 or nore than 180 days
before the designated official date of closure. Beginning on the
retirenment allowance effective date, he or she shall receive a

retirenment allowance conmputed according to section 20(1).

H05975' 01 (S-1)
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(8) A nenber who is on layoff status, is not working for the
state, and becones eligible to receive a retirenment allowance
under subsection (5) and who was an enpl oyee of an agency of the
departnent or a departnent inpatient facility that has been des-
ignated for closure as provided in subsection (5) and that actu-
ally closes on or after Cctober 1, 1989, may retire upon witten
application to the retirenment board, stating a date —mnet—tess

I I I : et et "
etoses;— upon which he or she wishes to retire. Beginning on the
retirenment allowance effective date, he or she shall receive a
retirement allowance conmputed according to section 20(1).

(9) Any additional accrued actuarial cost and costs for
heal th i nsurance resulting fromthe inplenentati on of subsection
(5) shall be funded from appropriations to the departnent
formerly known as the departnment of nental health for this
pur pose.

(10) A nmember who is an enpl oyee of the state accident fund
on the date of transfer to a permtted transferee as that termis
defined by section 70la of the worker's disability conpensation
act of 1969, 1969 PA 317, MCL 418.701a, may retire if the
menber's age and his or her length of service is equal to or
greater than 70 years on the date of transfer. The nenber may
retire upon witten application to the retirenent board, stating
a date, not less than 30 or nore than 90 days after the execution
and filing of the application, on which he or she desires to
retire. Beginning on the retirenment allowance effective date, he

or she shall receive a retirenent all owance conputed according to

H05975' 01 (S-1)
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section 20(1) without regard to the reduction required by
subsection (2).
(11) A nmenmber who is an enpl oyee of the M chigan biol ogic

products institute on the date the institute is conveyed pursuant

1

2

3

4

5 to the Mchigan biologic products institute transfer act, 1996

6 PA 522, MCL 333.26331 to 333.26340, may retire if the menber's

7 age and his or her length of service is equal to or greater than
8 70 years on the date of the conveyance. The nenber may retire

9 wupon witten application to the retirenment board, stating a date,
10 not less than 30 or nore than 90 days after the execution and

11 filing of the application, on which he or she desires to retire.

12 Beginning on the retirenent allowance effective date, he or she

13 shall receive a retirenent allowance conputed according to

14 section 20(1) without regard to the reduction required by

15 subsection (2).

16 (12) A nmenmber who is an enpl oyee of the liquor control com

17 mssion created by section —5—ef—theMehtrgant++eaguor—econt+rot—act

18 1933—(Ex—Sess—PA8—ME436-5— 209 OF THE M CHI GAN LI QUOR CON
19 TROL CODE OF 1998, 1998 PA 5, MCL 436.1209, whose enploynent is

20 termnated due to the privatization of the distribution of spir-
21 its within this state is effectuated pursuant to the resolution
22 and order adopted by the liquor control comm ssion on February 7,
23 1996, a plan adopted pursuant to statute or court order, or a

24 plan adopted pursuant to both statute and order of the |iquor

25 control conmission may retire if the nmenber's age and his or her
26 length of service is equal to or greater than 70 years on the

27 date the privatization is effectuated. The nmenber may retire

H05975' 01 (S-1)
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under this subsection upon witten application to the retirenent
board, stating a date, not |less than 30 or nore than 90 days
after the execution and filing of the application, on which he or
she desires to retire. Beginning on the retirenent allowance
effective date, he or she shall receive a retirenent allowance
conmput ed according to section 20(1), without regard to the reduc-
tion required by subsection (2). The cost of benefits paid under
this section shall be paid out of the revolving fund created
under section —36— 221 of the Mchigan |iquor control —aet-—1933
Bx—Sess—PA8—ME—436-16— CODE OF 1998, 1998 PA 58,
MCL 436.1221.

SEC. 19G (1) NOTW THSTANDI NG SECTI ON 19, A MEMBER MNAY
RETI RE AND RECEI VE A RETI REMENT ALLOMNCE COMPUTED UNDER THI S
SECTION | F THE MEMBER MEETS ALL OF THE FOLLOW NG REQUI REMENTS:

(A) ON OR BEFORE NOVEMBER 1, 2002, OR ON THE EFFECTI VE DATE
OF H'S OR HER RETI REMENT, WH CHEVER | S EARLI ER, THE MEMBER MEETS
1 OR MORE OF THE FOLLOW NG

(i) THE MEMBER S COVBI NED AGE AND LENGTH OF CREDI TED SERVI CE
IS EQUAL TO OR GREATER THAN 80 YEARS.

(ii)) THE MEMBER IS 60 YEARS OF AGE OR OLDER AND HAS 10 OR
MORE YEARS OF CREDI TED SERVI CE.

© 00 N o o~ W N PP
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22 (B) THE MEMBER | S WTHI N THE CLASSI FI ED STATE Cl VI L SERVI CE,

23 |'S AN EMPLOYEE OF THE JUDI Cl AL BRANCH, OR IS AN | NDI VI DUAL NOT

24 DESCRI BED | N SUBSECTI ON (2) (B).

25 (C) EXCEPT AS PROVI DED I N SECTI ON 13(8), THE MEMBER WAS

26 EMPLOYED BY THI S STATE FOR THE 6- MONTH PERI OD ENDI NG ON THE

27 EFFECTIVE DATE OF H'S OR HER RETI REMENT OR WAS AN EMPLOYEE OF THE
tgﬁgQSEPﬁl(ﬁb;)5732 as anmended March 12 and 24, 2002 24

1 STATE JUDI Cl AL COUNCI L ON SEPTEMBER 30, 1996 AS DESCRI BED I N

2 SECTION 44A. A MEMBER WHO IS ON LAYOFF STATUS FROM STATE EMPLOY-
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MENT | S CONSI DERED TO HAVE MET THE EMPLOYMENT REQUI REMENT OF THI S
SUBDI VI SI ON.

(D) EXCEPT AS MAY BE PROVI DED OTHERW SE | N SUBSECTI ON (5),
THE MEMBER EXECUTES AND FI LES A WRI TTEN APPLI CATION W TH THE
RETI REMENT BOARD, ON OR AFTER APRIL 1, 2002, BUT NOT LATER THAN
APRI L 30, 2002, STATING A DATE ON OR AFTER JULY 1, 2002, BUT NOT
LATER THAN NOVEMBER 1, 2002, ON WHI CH HE OR SHE DESI RES TO
RETIRE. A MEMBER MAY W THDRAW A VWRI TTEN APPLI CATI ON ON OR BEFORE
MAY 15, 2002 OR 7 DAYS AFTER THE REJECTI ON OF AN EXTENSI ON
REQUESTED UNDER SUBSECTI ON (5), WHICHEVER |IS LATER. A WRI TTEN
APPLI CATI ON SUBM TTED BY A MEMBER AND NOT W THDRAWN ON OR BEFORE
MAY 15, 2002 OR 7 DAYS AFTER THE REJECTI ON OF AN EXTENSI ON
REQUESTED UNDER SUBSECTI ON (5), WHI CHEVER | S LATER, IS
| RREVOCABLE.

(E) THE MEMBER IS NOT ELIGIBLE FOR A SUPPLEMENTAL EARLY
RETIREMENT UNDER SECTION 46 AS A COVERED EMPLOYEE DEFINED IN
SECTION 45 ON OR AFTER JULY 1. 2002 THROUGH THE EFFECTIVE DATE OF
THE MTR) "THE NEBER 'S NOT A CONSERVATI ON OFFI CER AS DESCRI BED I N
SECTI ON 48.

(2) NOTW THSTANDI NG SECTI ON 19, A MEMBER MAY RETI RE AND
RECEI VE A RETI REMENT ALLOMNCE COMPUTED UNDER THI S SECTION | F THE
MEMBER MEETS ALL OF THE FOLLOW NG REQUI REMENTS:

(A) ON OR BEFORE NOVEMBER 1, 2002, OR ON THE EFFECTI VE DATE
OF H'S OR HER RETI REMENT, WH CHEVER | S EARLI ER, THE MEMBER S
COMBI NED AGE AND LENGTH OF CREDI TED SERVICE IS EQUAL TO OR

H05975' 01 (S-1)
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GREATER THAN 80 YEARS OR THE MEMBER IS 60 YEARS OF AGE OR OLDER
AND HAS 10 OR MORE YEARS OF CREDI TED SERVI CE.

(B) THE MEMBER | S AN EMPLOYEE OF THE LEGQ SLATURE, 1S AN
EMPLOYEE OF THE OFFI CE OF GOVERNOR, OR IS AN UNCLASSI FI ED
EMPLOYEE W THI N THE EXECUTIVE BRANCH

(C) EXCEPT AS PROVI DED I N SECTI ON 13(8), THE MEMBER WAS
EMPLOYED BY THI S STATE OR THE LEGQ SLATURE FOR THE 6- MONTH PERI OD
ENDI NG ON THE EFFECTI VE DATE OF H S OR HER RETI REMENT. A MEMBER
WHO | S ON LAYOFF STATUS FROM STATE EMPLOYMENT | S CONSI DERED TO
HAVE MET THE EMPLOYMENT REQUI REMENT OF THI S SUBDI VI SI ON.

(D) THE MEMBER EXECUTES AND FI LES A WRI TTEN APPLI CATI ON W TH
THE RETI REMENT BOARD, ON OR AFTER APRIL 1, 2002, BUT NOT LATER
THAN APRI L 30, 2002, STATING A DATE ON OR AFTER JULY 1, 2002, BUT
NOT LATER THAN NOVEMBER 1, 2002, ON WHI CH HE OR SHE DESI RES TO
RETIRE. A MEMBER MAY W THDRAW A WRI TTEN APPLI CATI ON ON OR BEFORE
MAY 15, 2002. A WRI TTEN APPLI CATI ON SUBM TTED BY A MEMBER AND
NOT W THDRAWN ON OR BEFORE MAY 15, 2002 |S | RREVOCABLE. THI' S
SUBDI VI SION IS SUBJECT TO SUBSECTI ON (5).

(E) THE MEMBER IS NOT ELIGIBLE FOR A SUPPLEMENTAL EARLY
RETIREMENT UNDER SECTION 46 AS A COVERED EMPLOYEE DEFINED IN
SECTION 45 ON OR AFTER JULY 1. 2002 THROUGH THE EFFECTIVE DATE OF THE
MEMBER'S RETIREMENT UNDER THIS SECTION.

(F) THE MEMBER IS NOT A CONSERVATI ON OFFI CER AS DESCRI BED I N
SECTI ON 48.

(3) ANY AMOUNT THAT A MEMBER RETI RI NG UNDER THI S SECTI ON
WOULD OTHERW SE BE ENTI TLED TO RECEIVE I N A LUMP SUM AT RETI RE-
MENT ON ACCOUNT OF ACCUMULATED SI CK LEAVE SHALL BE PAID IN 60
CONSECUTI VE EQUAL MONTHLY | NSTALLMENTS BEGQ NNI NG ON OR AFTER

H05975' 01 (S-1)
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OCTOBER 1, 2002. PAYMENTS RECEI VED UNDER THI S SUBSECTI ON MAY NOT
BE USED TO PURCHASE SERVI CE CREDIT UNDER THI S ACT. THESE PAY-
MENTS FOR ACCUMULATED SI CK LEAVE ARE TO BE PAI D FROM FUNDS APPROC
PRI ATED TO THE APPO NTI NG AUTHORI TY AND NOT FROM FUNDS OF THE
RETI REMENT SYSTEM  THESE PAYMENTS ARE NOT PENSIONS, ANNUITIES,
RETIREMENT ALLOWANCES, OPTIONAL BENEFITS, OR ANY OTHER RIGHTS DESCRIBED
IN SECTION 40(1). ARE NOT EXEMPT FROM TAXATION. ARE SUBJECT TO EXECUTION,
GARNTISHMENT. ATTACHMENT. THE OPERATION OF RBANKRUPTCY OR INSOLVENCY TAWS,
OR OTHER PROCESS OF LAW, AND MAY BE ASSIGNABLE AS PROVIDED IN THIS ACT.
(4) ANY AMOUNT THAT A MEMBER RETI RING UNDER THI'S SECTION | S
ENTI TLED TO RECEI VE I N A LUMP SUM AT RETI REMENT ON ACCOUNT OF
ACCUMULATED ANNUAL LEAVE SHALL BE PAI D ON OR AFTER OCTOBER 1,
2002. THESE PAYMENTS ARE NOT PENSI ONS. ANNUI TI ES. RETI REMENT ALLOMNNCES
OPTI ONAL BENEFI TS. OR ANY OTHER RI GHTS DESCRI BED | N SECTI ON 40( 1) , ARE
NOT EXEMPT FROM TAXATI ON. ARE SUBJECT TO EXECUTI ON. GARNI SHIVENT.
ATTACHVENT. THE OPERATI ON OF BANKRUPTCY OR | NSOLVENCY LAWS. OR OTHER
PROCESS OF LAW AND MAY BE ASS|I GNABLE AS PROVIDED IN TH S ACT.
(5) THE DI RECTOR OF A PRI NCI PAL DEPARTMENT MAY REQUEST THAT
THE EFFECTI VE DATE OF RETI REMENT UNDER SUBSECTION (1) OF A MEMBER
EMPLOYED BY THAT DEPARTMENT BE EXTENDED TO A DATE NOT LATER THAN
FEBRUARY 1, 2004. TO MAKE A REQUEST UNDER THI S SUBSECTI ON, THE
DI RECTOR SHALL SUBM T A WRI TTEN REQUEST AND THE WRI TTEN CONCUR-
RENCE OF THE MEMBER TO THE OFFI CE OF THE STATE EMPLOYER AND THE
STATE BUDGET OFFI CE ON OR BEFCORE MAY 31, 2002. UPON RECEI PT OF
THE WRI TTEN REQUEST AND CONCURRENCE, THE OFFI CE OF THE STATE
EMPLOYER AND THE STATE BUDGET OFFI CE MAY EXTEND THE EFFECTI VE
DATE OF RETI REMENT OF A MEMBER OTHERW SE ELI 3 BLE TO RETI RE UNDER
SUBSECTI ON (1) TO A DATE NOT LATER THAN FEBRUARY 1, 2004. UPON
WRI TTEN APPROVAL OF THE SENATE MAJORI TY LEADER FOR A MEMBER WHO
| S AN EMPLOYEE OF THE SENATE, THE SPEAKER OF THE HOUSE OF REPRE-
SENTATI VES FOR A MEMBER WHO | S AN EMPLOYEE OF THE HOUSE CF REPRE-
SENTATI VES, THE SENATE MAJORI TY LEADER AND THE SPEAKER CF THE
HOUSE OF REPRESENTATI VES FOR A MEMBER WHO | S AN EMPLOYEE OF THE
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OFFI CE OF THE AUDI TOR GENERAL. DI RECTOR OR CHAIR CF THE LEQ SLATI VE
RETI REMENT SYSTEM FOR A MEMBER WHO | S AN EMPLOYEE OF THE LEQ SLATI VE

RETI REMENT SYSTEM OR THE CHAI R AND ALTERNATE CHAI R
OF THE LEG SLATI VE COUNCI L FOR A MEMBER WHO I S AN EMPLOYEE OF AN

AGENCY UNDER THE JURI SDI CTI ON OF THE LEG SLATI VE COUNCI L, AND
UPON WRI TTEN CONCURRENCE OF THE MEMBER, THE EFFECTI VE DATE OF
RETI REMENT FOR THAT MEMBER UNDER SUBSECTI ON (2) MAY BE EXTENDED
TO A DATE NOT LATER THAN FEBRUARY 1, 2004. UPON WRI TTEN APPROVAL
OF THE CHI EF JUSTI CE FOR A MEMBER WHO |'S AN EMPLOYEE OF THE JUDI -
Cl AL BRANCH, | NCLUDI NG, BUT NOT LIM TED TO, MEMBERS DESCRI BED I N
SECTI ON 44A, AND UPON WRI TTEN CONCURRENCE OF THE MEMBER, THE
EFFECTI VE DATE OF RETI REMENT FOR THAT MEMBER UNDER SUBSECTI ON (1)
MAY BE EXTENDED TO A DATE NOT LATER THAN FEBRUARY 1, 2004. THE
| NDI VI DUAL OR | NDI VI DUALS WHO APPROVE THE EXTENSI ON OF AN EFFEC-
TI VE DATE OF RETI REMENT FOR A MEMBER WHO |'S AN EMPLOYEE OF THE
LEG SLATURE, SUPREME COURT, OR COURT OF APPEALS SHALL SUBM T
WRI TTEN NOTI FI CATI ON TO THE OFFI CE OF RETI REMENT SERVI CES OF ALL
EXTENS| ONS APPROVED ON OR BEFORE MAY 31, 2002.

(6) UPON H'S OR HER RETI REMENT AS PROVIDED IN THI S SECTI ON,
A MEMBER WHO DI D NOT MAKE AN ELECTI ON UNDER SECTI ON 50 TO TERM -
NATE MEMBERSHI P I N TIER 1 AND BECOVE A QUALI FI ED PARTI Cl PANT I N
TIER 2 SHALL RECEIVE A RETI REVENT ALLOWANCE EQUAL TO THE MEMBER S
NUVBER OF YEARS AND FRACTI ON OF A YEAR OF CREDI TED SERVI CE MULTI -
PLI ED BY 1-3/4% OF HI'S OR HER FI NAL AVERAGE COMPENSATI ON.  EXCEPT
FOR THE CALCULATI ON PROVI DED | N TH S SUBSECTI ON, THE MEMBER S
RETI REVENT ALLOWANCE |'S SUBJECT TO SECTION 20. THE MEMBER S
RETI REVENT ALLOWANCE |'S NOT SUBJECT TO REDUCTI ON PURSUANT TO
SECTI ON 19(2) .

H05975' 01 (S-1)



© 00 N o o~ W N P

N N DD DN DNNMNDNN PP P P PP PPk
o O A WO N P O © 0N O 0o W N L O

HB 5732, As Passed Senate, March 21, 2002

House Bill No. 5732 as anended March 21, 2002 28

(7) UPON HI'S OR HER RETI REMENT AS PROVI DED I N THI'S SECTI ON,
A FORVER MEMBER WHO MADE AN ELECTI ON UNDER SECTI ON 50 TO
TERM NATE MEMBERSHI P IN TIER 1 AND BECOME A QUALI FI ED PARTI Cl PANT
IN TIER 2 SHALL RECEI VE A RETI REVMENT ALLOWANCE EQUAL TO THE
MEMBER S NUMBER OF YEARS AND FRACTI ON OF A YEAR OF CREDI TED SERV-
| CE MULTI PLI ED BY 1/4% OF H'S OR HER FI NAL AVERAGE COVPENSATI ON
EXCEPT FOR THE CALCULATI ON PROVI DED I N THI S SUBSECTI ON, THE
FORVER MEMBER S RETI REMENT ALLOWANCE |'S SUBJECT TO SECTI ON 20.
THE FORMVER MEMBER S RETI REMENT ALLOWANCE |'S NOT SUBJECT TO REDUC-
TI ON PURSUANT TO SECTI ON 19(2).

(8) FOR PURPOSES OF THI'S SECTION, AN | NDI VI DUAL WHO ELECTED
TO TERM NATE MEMBERSHI P UNDER SECTI ON 50 AND WHO, BUT FOR THAT
ELECTI ON, WOULD OTHERW SE BE ELI Gl BLE FOR MEMBERSHI P IN TIER 1
UNDER SECTI ON 13, SHALL BE CONSI DERED A MEMBER OF TIER 1 FOR THE
LI M TED PURPOSE OF RECEI VI NG A RETI REMENT ALLOWANCE CALCULATED
UNDER THI'S SECTI ON AND PAI D BY THE RETI REMENT SYSTEM
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SEC. 19H. PAYMENTS MADE AFTER SEPTEMBER 30. 1991. UNDER SECTI ONS
19B(2). 19C(2). 19D 2). 19E(2). AND 19F(3) ARE NOT PENSI ONS. ANNUI TI ES.
RETI REMENT ALLOANNCES. OPTI ONAL BENEFI TS. OR ANY OTHER RI GHTS DESCRI BED
I N SECTI ON 40(1). ARE NOT EXEMPT FROM TAXATI ON. ARE SUBJECT TO EXECUTI ON,
GARNI SHVENT. ATTACHVENT. THE OPERATI ON OF BANKRUPTCY OR | NSOLVENCY LAWK,
OR OTHER PROCESS OF LAW AND MAY BE ASSI GNABLE AS PROVIDED IN THI S ACT.

Sec. 20. (1) Upon his or her retirenent, as provided for in

section 19, 19a, 19b, 19c, or 19d, a nenber shall receive a
retirenment allowance equal to the nmenber's nunber of years and
fraction of a year of credited service nmultiplied by 1-1/2% of

his or her final average conpensation. The nmenber's retirenent

© 00 N o o1 b~

al l owance is subject to subsection (3). Upon his or her retire-
10 nent, the nenber may el ect an option provided for in

11 section 31(1).

12 (2) Pursuant to rules promulgated by the retirenent board, a
13 nmenber who retires before becom ng 65 years of age may elect to
14 have his or her regular retirenment allowance equated on an actu-
15 arial basis to provide an increased retirenent allowance payabl e
16 wup to his or her attainment of 65 years of age and a reduced

17 retirenent allowance payable after his or her attai nment of 65
18 years of age. His or her increased retirenent allowance payable
19 wup to age 65 shall approximately equal the sum of his or her

20 reduced retirement all owance payable after age 65 and his or her
21 estimated social security primary insurance anount. |n addition,
22 upon retirenent the nmenber may el ect an option provided for in
23 section 31(1).

24 (3) If aretirant dies before receiving paynent of his or

25 her retirenent allowance in an aggregate anount equal to the

26 retirant's accunul ated contributions credited to the retirant in

27 the englo ees' savings fund at the tinme of his or her retirenent,
HO5975' 01 {S—l)
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the difference between his or her accunul ated contri butions and

t he anmount of retirenent allowance received by himor her shal

be paid to the person or persons that he or she nom nated by
written designation —tuty— executed and filed with the retirenent
board. |If the person or persons do not survive the retirant,
then the difference, if any, shall be paid to the retirant's

| egal representative or estate. Benefits shall not be paid under
this subsection on account of the death of the retirant if he or
she el ected an option provided for in section 31(1).

(4) If a menber has 10 or nore years of credited service, or
has 5 or nore years of credited service as an el ected officer or
in a position in the executive branch or the |egislative branch
excepted or exenpt fromthe classified state civil service as
provided in section 5 of article XI of the state constitution of
1963, and is separated fromthe service of the state for a reason
other than retirenent or death, he or she shall remain a nenber
during the period of absence fromthe state service for the
excl usi ve purpose of receiving a retirenent allowance provided
for in this section. If a fornmer enployee of the state accident
fund who had 5 or nore years of service as an enpl oyee of the
state accident fund returns to enploynment with the state before
receiving a retirenment allowance under this act, the enpl oyee
shall be required to accunul ate 10 or nore years of credited
service before receiving a retirenent allowance under this act.
If a former enpl oyee of the M chigan biologic products institute
who is eligible to and has el ected to purchase additional

credited service pursuant to section 171(2) returns to enpl oynent
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wWith the state before receiving a retirenent all owance under this
act, the enployee shall be required to accunul ate 10 or nore
years of credited service, without regard to the additional cred-
ited service purchased pursuant to section 171(2) but including
any credited service authorized under section 16, before receiv-
ing a retirement allowance under this act. |If the nmenber with-
draws all or part of his or her accumul ated contributions, he or
she ceases to be a nenber. Upon becom ng 60 years of age or

ol der, the menber may retire upon his or her witten application
to the retirement board as provided in section 19(1). |If a
nmenber el ects an option as provi ded under section 31(4), but dies
before the effective date of his or her retirenment, the option

el ected by the nenber shall be carried out, and the beneficiary
of the menber is entitled to all advantages due under that

opti on.

(5) A person who is a nenber after January 1, 1981, who has
at least 5 years of credited service, and whose enploynment with
the departnment fornerly known as the departnent of nmental health
is term nated by reason of reduction in force related to deinsti-
tutionalization that may or may not result in facility closure,
shall remain a nenber during the period of absence fromthe state
service for the exclusive purpose of receiving a service retire-
ment all owance as provided in this subsection. As used in this
subsection, "deinstitutionalization"” neans planned reduction of
state center or hospital beds through placenent of individuals
fromthe hospital or facility, or through Iimting adm ssions to

centers and hospitals, or both. If a nenber withdraws all or
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part of the nenber's accumul ated contributions, the nenber ceases
to be a nenber. Upon becom ng 60 years of age or older, the
menber may retire upon witten application to the retirenent
board. The application shall specify a date —mnoet—+ess—than—36
I I I : I . L . ey
appH—eat+on,— on which the nmenber desires to retire. Upon
retirement, the menber shall receive a retirenent allowance equal
to the nunber of years and fraction of a year of credited state
service nultiplied by 1-1/2% of the nenber's final average
conpensation. Upon retirenment, the nenber may el ect an option
provided in section 31(1). |If the nenber elects an option pro-
vided for in section 31(4), but dies before the effective date of
retirenment, the option elected by the nenber shall be carried
out, and a beneficiary of the nmenber is entitled to all advan-

t ages due under the option.

(6) Aretirant or the beneficiary of a retirant who retired
before July 1, 1974 shall have his or her retirenment allowance
recal cul ated based on the retirant's nunber of years and fraction
of a year of credited service multiplied by 1.5%of his or her
final average conpensation. The retirant or beneficiary is eli-
gible to receive the recalculated retirenent all owance begi nni ng
Cctober 1, 1987, but is not eligible to receive the adjusted
anount attributable to any nonth begi nning before Cctober 1
1987. The recalculated retirenent allowance provided by this
subsection shall be paid by January 1, 1988 and shall be the
basis on which future adjustnents to the all owance, including the

suppl enent provi ded by section 20h, are cal culated. The
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retirenment allowance of a retirant who dies before January 1,
1988, and who did not nom nate a retirenent allowance beneficiary
pursuant to section 31, shall not be recal cul ated pursuant to
this subsection.

(7) Each retirenent allowance payabl e under this act shal
date fromthe first of the nonth following the nonth in which the
applicant satisfies the age and service or other requirenents for
receiving the retirenment all owance and term nates state service.
A full nmonth's retirenent allowance is payable for the nonth in
which a retirenent allowance ceases.

(8) An enployee of the state accident fund who has 5 or nore
but |less than 10 years of credited service as of the effective
date of the transfer authorized by section 70la of the worker's
di sability conpensation act of 1969, —Aet—No—3t+of—thePubtte

AW o a a AW - o0 o0 Vi Q A o N o N _-~ I = - -0 oo

taws— 1969 PA 317, MCL 418. 701A, and who is permtted to receive
a retirenent allowance under subsection (4) is eligible for

heal th care benefits under section 20d on the date of his or her
retirement to the sane extent as a nenber with 10 years of cred-
ited service who vested on the sane date.

(9) An enployee of the M chigan biologic products institute
who has 5 or nore but less than 10 years of credited service as
of the effective date of the conveyance authorized by the
M chi gan biologic products institute transfer act and who is per-
mtted to receive a retirenent allowance under subsection (4) is

eligible for health care benefits under section 20d on the date

H05975' 01 (S-1)
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of his or her retirement to the sane extent as a nenber with 10
years of credited service who vested on the sane date.
Sec. 20d. (1) On and after July 1, 1974, hospitalization

and nedi cal coverage insurance prem um payable by any retirant or

1

2

3

4

5 his or her beneficiary and his or her dependents under any group
6 health plan authorized by the Mchigan civil service conm ssion
7 and the departnent of managenent and budget shall be paid by the
8 retirement board fromthe health insurance reserve fund created
9 in section 11. The anount payable shall be in the sane propor-
10 tion of prem um payable by the state of Mchigan for the classi-
11 fied enployees occupying positions in the state civil service.

12 The hospitalization and nedi cal insurance prem um payabl e shal

13 be paid fromappropriations nade for this purpose to the health
14 insurance reserve fund sufficient to cover the prem um paynent
15 needed to be made.

16 (2) Effective January 1, 1988, 90% of the prem um payabl e by
17 aretirant or the retirant's beneficiary and his or her depen-
18 dents for dental coverage or vision coverage, or both, under any
19 group plan authorized by the Mchigan civil service conmm ssion
20 and the departnment of managenment and budget shall be paid by the
21 retirement board fromthe health insurance reserve fund created
22 in section 11.
23 (3) THE DEPARTMENT OF MANAGEMENT AND BUDGET SHALL CALCULATE
24 FOR EACH FI SCAL YEAR ANY COST SAVI NGS THAT HAVE ACCRUED TO THI S
25 STATE AS A RESULT OF THE | MPLEMENTATI ON OF 1996 PA 487 OVER THE
26 COSTS THAT WOULD HAVE BEEN | NCURRED BY THI S STATE TO FUND
27 PREM UMS PAYABLE PURSUANT TO SECTI ON 68 HAD 1996 PA 487 NOT BEEN
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| MPLEMENTED. THE TOTAL AMOUNT OF THE COST SAVI NGS, | F ANY, SHALL
BE ALLOCATED TO THE HEALTH ADVANCE FUNDI NG SUBACCOUNT CREATED
UNDER SECTI ON 11(9).

(4) —€3)— On and after March 31, 1997, the retirenent system
shall al so pay health insurance prem uns described in this sec-
tion in the manner prescribed in section 68.

(5) —4)— For purposes of this section, "retirant" includes

a person who retires under section 306 or 410 of the M chigan
mlitary act, —Aet—No—156—e6fthePubteActs—of 196+ betrrg
secttonrs—32F06—antd—32-810—of theMehigan—Conptted—taws— 1967
PA 150, MCL 32.706 AND 32.810.

Sec. 21. —Stubjeet—to—theprovistons—of——sections—33—antd—34-
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(1) EXCEPT AS MAY BE PROVI DED OTHERW SE | N SECTI ONS 33 AND
34, A MEMBER WHO BECOVES TOTALLY | NCAPACI TATED FOR DUTY BECAUSE
OF A PERSONAL | NJURY OR DI SEASE SHALL BE RETIRED, |IF ALL OF THE
FOLLOW NG APPLY:

(A) THE MEMBER, THE MEMBER S PERSONAL REPRESENTATI VE OR
GUARDI AN, THE MEMBER S DEPARTMENT HEAD, OR THE STATE PERSONNEL
Dl RECTOR FI LES AN APPLI CATI ON ON BEHALF OF THE MEMBER W TH THE
RETI REMENT BOARD NO LATER THAN 1 YEAR AFTER TERM NATI ON OF THE
MEMBER S EMPLOYMENT.

(B) THE RETI REMENT BQOARD FI NDS THAT THE MEMBER S PERSONAL
I NJURY OR DI SEASE |'S THE NATURAL AND PROXI MATE RESULT OF THE
MEMBER S PERFORMANCE OF DUTY.

(C A MEDI CAL ADVI SOR CONDUCTS A MEDI CAL EXAM NATI ON OF THE
MEMBER AND CERTI FI ES I N WRI TI NG THAT THE MEMBER | S MENTALLY OR
PHYSI CALLY TOTALLY | NCAPACI TATED FOR FURTHER PERFORMANCE OF DUTY,
THAT THE TOTAL | NCAPACI TATI ON | S PROBABLY PERVANENT, AND THAT THE
MEMBER SHOULD BE RETI RED.

(D) THE RETI REMENT BOARD CONCURS | N THE RECOMVENDATI ON COF
THE MEDI CAL ADVI SOR

(2) UPON APPEAL TO THE RETI REMENT BOARD, THE RETI REMENT
BOARD, FOR GOOD CAUSE, MAY ACCEPT AN APPLI CATION FOR A DI SABILITY
RETI REMENT ALLOMNCE NOT LATER THAN 2 YEARS AFTER TERM NATI ON OF
THE MEMBER S STATE EMPLOYMENT.

Sec. 24. —Subjeet—to—theprovistons—of—sections—33—antd—34-
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(1) EXCEPT AS MAY OTHERW SE BE PROVI DED I N SECTI ONS 33 AND
34, A MEMBER WHO BECOMVES TOTALLY | NCAPACI TATED FOR DUTY BECAUSE
OF A PERSONAL | NJURY OR DI SEASE THAT IS NOT THE NATURAL AND PROX-
| MATE RESULT OF THE MEMBER S PERFORMANCE OF DUTY MAY BE RETI RED
| F ALL OF THE FOLLOW NG APPLY:

(A) THE MEMBER, THE MEMBER S PERSONAL REPRESENTATI VE OR
GUARDI AN, THE MEMBER S DEPARTMENT HEAD, OR THE STATE PERSONNEL
DI RECTOR FI LES AN APPLI CATI ON ON BEHALF OF THE MEMBER W TH THE
RETI REMENT BOARD NO LATER THAN 1 YEAR AFTER TERM NATI ON OF THE
MEMBER S STATE EMPLOYMENT.

(B) A MEDI CAL ADVI SOR CONDUCTS A MEDI CAL EXAM NATI ON OF THE
MEMBER AND CERTI FIES I N WRI TI NG THAT THE MEMBER | S MENTALLY OR
PHYSI CALLY TOTALLY | NCAPACI TATED FOR FURTHER PERFORVANCE OF DUTY,
THAT THE | NCAPACI TATION IS LI KELY TO BE PERVANENT, AND THAT THE
MEMBER SHOULD BE RETI RED.

(© THE MEMBER HAS BEEN A STATE EMPLOYEE FOR AT LEAST 10
YEARS.

(2) UPON APPEAL TO THE RETI REMENT BCOARD, THE RETI REMENT
BOARD, FOR GOOD CAUSE, MAY ACCEPT AN APPLI CATI ON FOR A DI SABI LI TY
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RETI REMENT ALLOMANCE NOT LATER THAN 2 YEARS AFTER TERM NATI ON OF

THE MEMBER S STATE EMPLOYMENT.

Sec. 31. (1) Excent as pbrovided in subsection (6). before the
effective date of retirenent. but not after the effective date of
retirenent. a nenber or deferred nenber who is eliaible for retirenent.
as nrovided in this act. shall elect to receive his or her benefit in a
retirenent all owance pavabl e throuahout |ife. which shall be called a
reaul ar retirenent all owance. or to receive the actuari al eauival ent at
that tinme of his or her reaular retirenent all owance in a reduced
retirenent all owance pavabl e t hrouahout the |lives of the retirant and a
retirenent all owance beneficiarv. pursuant to 1 of the foll owi na navnent
options: (a) Ontion A. Uoon the retirant's death. his or her reduced
retirenent all owance shall be conti nued t hrouahout the life of and paid
to the retirenent all owance beneficiarv whom t he nenber nom nat ed bv
written desianati on dul v executed and filed with the retirenent board
before the effective date of his or her retirenent. (b)Y Oontion B. Unon
the retirant's death. 1/2 of his or her reduced retirenent all owance
shall be continued throuahout the life of and naid to the retirenent
al | owance beneficiarv whomt he nmenber nom nated bv witten desi anati on
dul v executed and filed with the retirenent board before the effective
date of his or her retirenent. (¢) Ontion C. On and after Januarv 1.

2000. upon the retirant's death. 3/4 of his or her reduced retirenent

al | owance shall be continued throuahout the life of and naid to the
retirenent all owance beneficiarv whom t he nenber nom nated bv witten
desi anati on dul v executed and filed with the retirenent board before the
effective date of his or her retirenent.

(2) Excent as pbrovided in subsections (3) and (8). the election of a
pavnent obti on under subsection (1) shall not be chanaoed on or after the
effective date of the retirenent all owance. A retirenent all owance
benefi ci arv desi anat ed under this section shall not be chanaed on or
after the effective date of the retirenent all owance. and shall be either
a spouse. brother. sister. narent. child. includina an adonted child. or
arandchild of the person maki na the desi anati on. Pavnent to a retirenent
al | ownance beneficiarv shall beain on the first day of the nonth foll ow ng
the death of the retirant or nenber.

3) If the retirenent all owance beneficiarv naned under a navnent
opbti on under subsection (1) predeceases the retirant. the retirant's
benefit shall revert to the reaular retirenent all owance. effective with
the first dav of the nonth followi na the retirenent all owance
beneficiarv's death. For a retirant whose effective date of retirenent
was on or before June 28. 1976. this subsection shall aopblv. but the
reaul ar retirenent all owance is not pavabl e for anv nont h beai nni na
before the later of the retirenent all owance beneficiarv's death or
Januarv 1. 1986. A retirant who on Januarv 1. 1986 is receivina a reduced
retirenent all owance because the retirant desianated a retirenent
al | owance beneficiarv and the retirenent all owance beneficiarv
nor edeceased the retirant is eliagible to receive the reaul ar retirenent
al | owance beai nni na Januarv 1. 1986. but the reaular retirenent all owance
is not navable for anv nont h beai nni na before Januarv 1. 1986.

(4) A nmenber who continues in the emmlov of this state on and after
the date he or she acauires 10 vears of service credit or becones
eliaible for deferred retirenent as orovided bv section 20(4) or (5),
whi chever occurs first. mav bv witten decl arati on dul v executed and
filed with the retirenent board el ect ontion A provided for in
subsection (1Y(a). and nominate a retirenment all owance beneficiary in the
sane manner as if the nenber were then retirina from service.
not wi t hst andi na t hat t he nenber nav not have attai ned 60 vears of aae. |f
t he beneficiarv's death or divorce fromthe nenber occurs before the
effective date of the nenber's retirement. the nenmber's el ection of
option A and nom nation of retirenment allowance beneficiary shall be
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automatically revoked and the nmenber nmay again el ect option A and
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nom nate a retirenent all owance beneficiarv at anv ti ne before the
effective date of retirenent. |If a nmenber who has made an el ecti on and
nom nated a retirenent all owance beneficiarv as nrovided in this
subsection dies before the effective date of his or her retirenent, then
the retirenment all owance beneficiarv shall i nmedi atelv recei ve the
retirenent all owance that he or she would have been entitled to receive
under ontion A if the nmenmber had been reaularlv retired on the date of
t he nenber's death. Excent as ot herwi se provided bv subsection (5), if a
menber who has nade an el ecti on under this subsecti on subseauentl| v
retires under this act. his or her election of ontion A shall take effect
at the time of retirement. Subiect to the reauirenents of subsection (5),
t he nenber. before the effective date of retirenent. but not after the
effective date of retirenent. mav revoke his or her orevious el ection of
option A and elect to receive his or her retirenent all owance as a
reaul ar retirenent all owance or under ontion B or C as nrovided for in
subsection (1). A retirenent all owance shall not be naid under this
subsecti on on account of the death of a nenber if anv benefits are pnaid
under section 27 on account of his or her death. If a deferred nenber who
has an ontion A election in effect dies before the effecti ve date of his
or her retirenment. the retirenent all owance navabl e under onti on A shal
be paid to the retirenent allowance beneficiarv at the tinme the deceased
gefegrfd menber ot herw se woul d have been eligible to begin receiving
enefits.

(5) If a menber. deferred nenber. retirina menmber. or retiring
deferred nenmber is married at the effective date of the retirenent
al |l owance. an el ection under this section. other than an el ection of a
navnent obti on under subsection (1) nam na the spouse as retirenent
al | owance bheneficiarv. shall not be effective unless the election is
sianed bv the snouse. However. this reauirenent mav be wai ved bv the
retirenent board if the sianature of a snouse cannot be obt ai ned because
of extenuatina circunstances. As used in this subsection. “spouse’” neans
t he person to whomthe nenber. deferred menmber. retirina nenber. or
retirina deferred nenber is married at the effective date of the
retirenent all owance.

(6) Until Julv 1. 1991. upnon reauest in a formas determ ned bv the
retirenent board. a nondutv disabilitv retirant who retired under section
24 mav chanaoe his or her election to receive a disabilitv retirenent
al | owance compbuted as a reaular retirenent all owance and el ect to receive
t he actuari al eauivalent at the tine of the el ection pursuant to this
subsection of his or her disabilitv retirenent all owance in a reduced
retirenent all owance pavable to the retirant and the retirant's snouse
pursuant to the provisions of a navnent obtion as nrovided i n subsecti on
(1). if the disabilitv retirenent all owance effective date was before
Novenmber 12. 1985 and the retirant had 25 or nore vears of credited
service on the disabilitv retirenent all owance effective date. The
nondutv disabilitv retirant shall beain to receive the reduced retirenent
al | owance under this subsection effective the first dav of the nonth
followina the nonth in which the retirant makes the el ecti on nursuant to
this subsection. As used in this subsection."snouse" neans the nerson to
whom t he nondutv disabilitv retirant was married on the effective date of
his or her disabilitv retirement all owance and on the date the retirant
nmakes the el ecti on pursuant to this subsecti on.

(7)Y If a menber who continues in the emnlov of this state on and
after the date he or she acauires 10 vears of service credit. or on and
after the date he or she bhecones eliaible for deferred retirenent as
orovi ded bv section 20(4) or (5). whichever occurs first. and who does
not have an election of ontion A in force as orovided in subsection (4),
di es hefore the effective date of retirenent and | eaves a survi vi na
snouse. the spouse shall receive a retirenent allowance computed in the
same manner as if the nenber had retired effective the day before the
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date of his or her death. elected ontion A and nom nated the spouse as
retirement all owance beneficiarv. Wen the retirenment all owance
beneficiarv dies. his or her retirenent allowance shall termnate. If the
aggregate anmount of retirenment all owance paynents received by the
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beneficiarv is |l ess than the accunul ated contri buti ons credited to the
menber's account in the ennl ovees' savinas fund at the tine of the
menber's death. the difference bet wen the accunul ated contri buti ons and
t he aoareaate ambunt of retirenent all owance pavnents received bv the
beneficiarv shall be transferred fromthe emnl over's accunul ati on fund or
nensi on reserve fund to the emml ovees' savi nas fund and pai d pursuant to
section 29. Aretirenent all owance shall not be paid under this
subsecti on on account of the death of a nenber if benefits are paid under
section 27 on account of his or her death. |F THE OTHER REQUI REMENTS OF
THI S SUBSECTI ON ARE MET BUT A SURVI VI NG SPOUSE DCOES NOT EXI ST. EACH CF
THE DECEASED MEMBER S SURVI VI NG CHI LDREN LESS THAN 18 YEARS OF AGE SHALL
RECEI VE AN ALLOMNNCE OF AN EOQUAL SHARE COF THE RETI REMENT ALLOWNNCE THAT
WOULD HAVE BEEN PAI D TO THE SPOQUSE | F LI VING AT THE TI ME OF THE DECEASED
MEMBER S DEATH. PAYMENTS UNDER THI S SUBSECTI ON SHALL CEASE UPON THE

SURVI VING CH LD S MARRI AGE, ADOPTI ON, OR BECOM NG 18 YEARS OF AGE

VVH CHEVER OCCURS FIl RST.

(8) If aretirant receivina a reduced retirenent all owance under a
pavnment obti on under subsection (1) is divorced fromthe snouse who had
been desianated as the retirant's retirenent all owance benefici arv under
the ontion. the election of the pavnent ontion shall be considered void
bv the retirenent svstemif the iudanent of divorce or award or order of
the court. or an anended i udanent of divorce or award or order of the
court. described i n seetion—46 THE PUBLI C EMPLOYEE RETI REMENT BENEFI T
PROTECTI ON ACT and dated after June 27. 1991 provides that the el ection
of the navnent obtion under subsection (1) is to be considered void bv
the retirement svstem and the retirant orovides a certified conv of the
i udament of di vorce or award or order of the court. or an anended
i udament of divorce or award or order of the court. to the retirenent
svstem |If the election of a npavnent obti on under subsection (1) is
considered void bv the retirenent svstem under this subsection. the
retirant's retirenent all owance shall revert to a reaul ar retirenent
al |l owance. includi na postretirenent adiustnents. if anv. subiect to an
award or order of the court as described in seet+en—46 THE PUBLIC
EMPLOYEE RETI REMENT BENEFI T PROTECTI ON ACT. The retirenent all owance
shall revert to a reaular retirenent all owance under this subsection
effective the first of the nonth after the date the retirenent svstem
receives a certified conv of the iudanent of divorce or award or order of
the court. This subsecti on does not supnersede a i udanent of divorce or
award or order of the court in effect on June 27. 1991. This subsecti on
does not reauire the retirenent svstemto distribute or pav retirenent
assets on behalf of a retirant in an anbunt that exceeds the actuarially
det er mi ned anmount that woul d ot herwi se becone payable if a judgment of
di vorce had not been rendered. i

the— THE retirenment board may, and upon the retirant's applica-

tion shall, require any disability retirant —— who has not
House Bill No. 5732 as anmended March 12 and 21, 2002 38 (page 4 of 4)
attai ned age 60 years ——— to undergo a nedi cal exam nation. —
stteh— THE RETI REMENT BOARD SHALL NOT REQUI RE A DI SABI LI TY RETI R-
ANT TO UNDERGO MORE THAN 1 MEDI CAL EXAM NATI ON | N ANY CALENDAR

YEAR. THE exam nation IS to be nade by or under the direction of
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t he nedi cal advisor at the RETIRANT' S pl ace of residence —ef——satd
ret+rant5— or other place nutually agreed upon. Should any dis-
ability retirant — who has not attained age 60 years ——— refuse
to submt to —steh— THE nedi cal exam nation, —+A—afy——stch
pert+othb— his OR HER disability retirenent allowance may be dis-
continued until his OR HER w t hdrawal of —stweh— THE refusal. —
ant—shottd—sueh— | F THE refusal —eoenttnte— CONTINUES for 1 year,
all —htrs— rights in and to his OR HER disability retirenent

al | ownance nay be revoked by the retirenent board. |f upon —steh—
THE nedi cal exam nation of a disability retirant, the nedica

advi sor reports and his OR HER report is concurred in by the
retirement board, that the disability retirant is physically able
and capabl e of resum ng enploynent, he OR SHE shall be restored to
active service with the state and his OR HER disability retire-

ment al |l owance shall cease

H05975' 01 (S-1)
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(b) —Shoettd— |IF the secretary —+epoert— REPORTS and —ee+rti+fy—
CERTIFIES to the retirenment board that —stueh— A disability
beneficiary is engaged in a gainful occupation paying nore than
the difference between his OR HER disability retirenment all owance
and his OR HER final conpensation, and —shettd— |F the retirenent
board —eoenretr— CONCURS in —steh— THE report, then the amount of
his OR HER retirenent allowance shall be reduced to an anount
whi ch together with the anbunt earned by him OR HER shal |l equal
his OR HER final conpensation. Should the earnings of —steh— THE
disability retirant be |later changed, the anmount of his OR HER
retirenment allowance shall be further nodified in |ike manner.

Sec. 38. (1) The annual |evel percent of payroll contribu-
tion rate to finance the benefits provided under this act shal
be determ ned by actuarial valuation pursuant to subsections (2)
and (3), upon the basis of the risk assunptions adopted by the
retirement board with approval of the departnent of managenent
and budget, and in consultation with the investnent counsel and
the actuary. An annual actuarial valuation shall be made of the
retirement systemin order to determine the actuarial condition
of the retirenent systemand the required contribution to the
retirement system The actuary shall report to the |egislature
by April 15 of each year on the actuarial condition of the
retirement systemas of the end of the previous fiscal year and
on the projections of state contributions for the next fiscal
year. The actuary shall certify in the report that the tech-
ni ques and mnet hodol ogi es used are generally accepted within the

actuarial profession and that the assunptions and cost estinmates

H05975' 01 (S-1)
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used fall within the range of reasonable and prudent assunptions
and cost estimates. An annual actuarial gain-|loss experience
study of the retirement systemshall be nade in order to deter-
m ne the financial effect of variations of actual retirenent
system experience from projected experience.

(2) The contribution rate for nonthly benefits payable in
the event of the death of a nenber before retirenent or the dis-
ability of a nenber shall be conputed using a term nal funding
nmet hod of actuarial val uation.

(3) Except as otherwi se provided in this subsection, the
contribution rate for benefits other than those provided for in
subsection (2) shall be conputed using an individual projected
benefit entry age normal cost nmethod of valuation. For the
1995-96 state fiscal year and for each subsequent fiscal year IN
VWH CH THE ACTUARI AL ACCRUED LI ABI LI TY FOR HEALTH BENEFI TS I S LESS
THAN 100% FUNDED, the contribution rate for benefits provided
under section 20d shall be conputed using a cash di sbursenent
met hod. BEG NNING I N THE FI SCAL YEAR AFTER THE FI SCAL YEAR I N
VWH CH THE ACTUARI AL ACCRUED LI ABI LI TY FOR HEALTH BENEFI TS UNDER
SECTI ON 20D IS AT LEAST 100% FUNDED BY THE HEALTH ADVANCE FUNDI NG
SUBACCOUNT CREATED UNDER SECTI ON 11(9), AND CONTI NUI NG FOR EACH
SUBSEQUENT FI SCAL YEAR, THE CONTRI BUTI ON RATE FOR HEALTH BENEFI TS
PROVI DED UNDER SECTI ON 20D SHALL BE COMPUTED USI NG AN | NDI VI DUAL
PRQIECTED BENEFI T ENTRY AGE NORMAL COST METHOD OF VALUATI ON. The
contribution rate for service that may be rendered in the current
year, the normal cost contribution rate, shall be equal to the

aggregate anmount of individual entry age normal costs divided by

H05975' 01 (S-1)
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1% of the aggregate anobunt of active nenbers' valuation
conpensation. The unfunded actuarial accrued liability shall be
equal to the actuarial present value of benefits reduced by the
actuarial present value of future normal cost contributions and
t he actuarial value of assets on the valuation date. The
unfunded actuarial accrued liability shall be anortized in
accordance with generally accepted governnental accounting stan-
dards over a period equal to or less than 40 years.

(4) The legislature annually shall appropriate to the
retirement systemthe anount determ ned pursuant to subsections
(2) and (3). The state treasurer shall transfer nonthly to the
retirement system an anount equal to the product of the contri bu-
tion rates determ ned in subsections (2) and (3) tinmes the aggre-
gate anount of active nenber conpensation paid during that
month. Not |ater than 60 days after the term nation of each
state fiscal year, the executive secretary of the retirenent
board shall certify to the director of the departnent of manage-
ment and budget the actual aggregate conpensations paid to active
menbers during the preceding state fiscal year. Upon receipt of
that certification, the director of the departnent of managenent
and budget shall conpute the difference, if any, between actual
state contributions received during the preceding state fiscal
year and the product of the contribution rates determ ned in sub-
sections (2) and (3) tinmes the aggregate conpensations paid to
active nmenbers during the preceding state fiscal year. Except as
ot herwi se provided in subsection (5), the difference, if any,

shall be submitted in the executive budget to the |egislature for

H05975' 01 (S-1)
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appropriation in the next succeeding state fiscal year. TH'S
SUBSECTI ON DOES NOT APPLY FOR THOSE FI SCAL YEARS IN VHI CH A
DEPOSI T OCCURS PURSUANT TO SUBSECTI ON ( 6) .

(5) For differences occurring in fiscal years beginning on
or after October 1, 1991, a m nimum of 20% of the difference
between the estimated and the actual aggregate conpensati on and
the estimated and the actual contribution rate described in
subsection (4), if any, nay be submtted in the executive budget
to the legislature for appropriation in the next succeeding state
fiscal year and a m ni num of 25% of the remaining difference
shall be submitted in the executive budget to the |egislature for
appropriation in each of the following 4 state fiscal years, or
until 100% of the remaining difference is submtted, whichever
first occurs. |In addition, interest shall be included for each
year that a portion of the remaining difference is carried
forward. The interest rate shall equal the actuarially assuned
rate of investnment return for the state fiscal year in which pay-
ment is made. TH S SUBSECTI ON DOES NOT APPLY FOR THOSE FI SCAL
YEARS I N VWHI CH A DEPCSI T OCCURS PURSUANT TO SUBSECTI ON (6) .

(6) FOR EACH FI SCAL YEAR THAT BEG NS ON OR AFTER OCTOBER 1,
2001, I F THE ACTUARI AL VALUATI ON PREPARED PURSUANT TO THI S SEC-
TI ON FOR EACH FI SCAL YEAR DEMONSTRATES THAT AS OF THE BEGQ NNI NG
OF A FI SCAL YEAR, AND AFTER ALL CREDI TS AND TRANSFERS REQUI RED BY
TH S ACT FOR THE PREVI QUS FI SCAL YEAR HAVE BEEN MADE, THE SUM OF
THE ACTUARI AL VALUE OF ASSETS AND THE ACTUARI AL PRESENT VALUE OF
FUTURE NORVAL COST CONTRI BUTI ONS EXCEEDS THE ACTUARI AL PRESENT
VALUE OF BENEFI TS, THE ANNUAL LEVEL PERCENT OF PAYROLL

H05975' 01 (S-1)
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1 CONTRI BUTI ON RATE AS DETERM NED PURSUANT TO SUBSECTIONS (1), (2),
2 AND (3) MAY BE DEPGCSI TED | NTO THE HEALTH ADVANCE FUNDI NG SUBAC-

3 COUNT CREATED UNDER SECTI ON 11(9).
(7) NOTW THSTANDI NG ANY OTHER PROVI SION OF THIS ACT. | F THE

RETI REMENT BOARD ESTABLI SHES AN ARRANGEMENT AND FUND AS DESCRI BED | N
SECTION 6 O THE PUBLI C EMPLOYEE RETI REMENT BENEFI T PROTECTI ON ACT. THE
BENEFI TS THAT ARE REOUI RED TO BE PAI D FROM THAT FUND SHALL BE PAI D FROM A
PORTI ON OF THE EMPLOYER CONTRI BUTI ONS DESCRI BED | N THI S SECTI ON OR OTHER
ELI G BLE FUNDS. THE RETI REMENT BOARD SHALL DETERM NE THE AMOUNT OF THE
EMPLOYER CONTRI BUTI ONS OR OTHER ELI G BLE FUNDS THAT SHALL BE ALLOCATED TO
THAT FUND AND DEPOSI T THAT AMOUNT | N THAT FUND BEFORE | T DEPCSI TS ANY
EEN%INING EMPLOYER CONTRI BUTI ONS OR OTHER ELI G BLE FUNDS | N THE PENSI ON

4 Sec. 46. (1) A supplenental nenber may retire with a sup-
5 plenental early retirenment all owance provided in section 47 upon
6 satisfaction of each of the foll ow ng conditions:

7 (a) He OR SHE is age 51 years or older but |less than age 62
8 years.

9 (b) He OR SHE has 25 or nore years of covered service.

10 (c) Hs OR HER |l ast 3 years of credited service are covered

11 service.
12 (d) He OR SHE files a witten request for retirement with
13 the retirenent board stating the date that he OR SHE w shes to be

14 retired. —whteh—shatt—mot—bet+ess—than30days—or—rore—than—96
15 days—after—the—datehis—apptecation—is—fHitet—

16 (2) A suppl enental nenber may be separated from enpl oynent
17 in a covered position the first day of the cal endar nonth fol |l ow
18 ing the nonth in which he OR SHE attains age 56 years. A supple-
19 nmental nenber —s6— separated UNDER THI S SUBSECTION nmay retire

20 with a supplenental early retirenent allowance provided in sec-

21 tion 47 if he OR SHE satisfies each of the foll ow ng conditions:

22 a) He OR SHE has not attained age 62 years.

23 b) He OR SHE has 10 or nore years of covered service.

24 c) Hs OR HER |l ast 3 years of credited service are covered
25 service.

26 (d) He OR SHE files a witten request for retirement wth

27 the retirenent board stating the date that he OR SHE wi shes to be
HO5975' 01 (S-1)
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1 retired. ——whieh—shatHt—rot—betess—than—30—days—or—rore—than—96
2 days—after—the—datehis—apptreat+on—+s—FHtet—

3 (3) The state personnel director shall determ ne all ques-

4 tions on eligibility for supplenental early retirenment benefits

5 wthin the neani na of sections 45 to 47.

6 Sec. 48. (1) A menber who is a conservation officer may

7 retire under this section if all of the follow ng requirenents

8 are net:

9 (a) The nenber is a conservation officer on April 1, 1991.
10 (b) The nenber has 25 or nore years of credited service, of
11 which 20 years of credited service are as a conservation officer
12 and of which the last 2 years of credited service are as a con-
13 servation officer.

14 (2) A nenber who is a conservation officer may retire under

15 this section if the nmenber has 25 or nore years of credited serv-

16 ice, of which 23 years of credited service are as a conservation

17 officer and of which the last 2 years of credited service are as

18 a conservation officer.

19 (3) A nenber may retire under subsection (1) or (2) upon

20 witten application to the retirenent board stating a date upon

21 which he or she desires to retire. —that—+snot—tess—than—36—or

22 netrethan—90days—after—the—executon—and++tHngof—the

23 appt+eatt+oef— Beginning on the retirenent all owance effective

24 date, he or she shall receive a retirenent allowance equal to 60%

House Bill No. 5732 as anmended March 12, 2002 44 (Page 2 of
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of the nmenber's annual conpensation for the menber's nost highly
conpensat ed 24 consecutive nonths of service as a conservation

officer. The fornula for calculating a nenber's retirenent

H05975' 01 (S-1)
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al | ownance under this subsection shall never exceed the formula
for calculating a retirenment allowance under section 24 of the
state police retirement act of 1986, —Aet—No—182of—thePubtte

taws— 1986 PA 182, MCL 38. 1624.

(4) A nenber who is a conservation officer may retire under

this section if all of the followi ng requirenents are net:

(a) The nenber is a conservation officer on April 1, 1991.

(b) The nmenber is 50 years of age or ol der.

(c) The nenber has 10 years of credited service as a conser-
vation officer and the last 2 years of credited service are as a
conservation officer.

(5) A nenber may retire under subsection (4) upon witten
application to the retirenent board, on or after April 1, 1991,
but not later than April 1, 1992, stating a date on which he or
she desires to retire. The retirenent allowance effective date
shall be on or after May 1, 1991 but not later than July 1,

1992. Beginning on the retirenent allowance effective date, he
or she shall receive a retirenent allowance equal to 2% of the
menber' s annual conpensation for the menmber's nost highly conpen-
sated 24 consecutive nonths of service as a conservation officer
times the nunber of years, including any fraction of a year, of
service credited to the nenber under this act. However, a
retirenment all owance payabl e under this subsection shall not
exceed 60% of the nmenber's annual conpensation for the nenber's
nost highly conpensated 24 consecutive nonths of service as a

conservation officer.

H05975' 01 (S-1)
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(6) Before the effective date of the retirenent allowance, a
menber who is a conservation officer and who retires under this
section shall elect to receive his or her retirenent allowance
under a form of paynent as provided in section 31(1).

(7) Pursuant to rules promulgated by the retirenent board, a
menber who retires under this section before becom ng 65 years
old may elect to have his or her regular retirenent allowance
equated on an actuarial basis to provide an increased retirenent
al | ownance payable to age 65 and a reduced retirenent all owance
payabl e after becom ng 65 years old. The retirant's increased
retirenment allowance payable to age 65 shall approxi mately equal
the sumof his or her reduced retirenent allowance payable after
age 65 and his or her estimated social security primary insurance
amount .

(8) If a menmber who retires under this section dies before
recei ving paynent of his or her retirenent allowance in an aggre-
gate anount equal to the accunul ated contributions standing to
the retirant's account in the enpl oyees' savings fund at the tine
of his or her retirement, the difference between his or her accu-
mul ated contributions and the anount of the retirenment allowance
received by himor her shall be paid to the person or persons
that the retirant has nom nated by witten designation duly exe-
cuted and filed wth the retirement board, or, if there is no
such desi gnated person or persons surviving, then to the
retirant's legal representative or estate.

(9) The director of the departnment of natural resources, or

his or her designee, shall certify to the retirement board that a

H05975' 01 (S-1)
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menber who applies to retire under this section is a conservation
of ficer.

(10) This section does not prohibit a nenber who is a con-
servation officer and who does not neet the requirenments of this
section fromqualifying for a retirenent allowance under any
ot her provision of this act.

Sec. 49. (1) This section is enacted pursuant to
section 401(a) of the internal revenue code that inposes certain
adm ni strative requirenents and benefit limtations for qualified
governnental plans. This state intends that the retirenent
system be a qualified pension plan created in trust under section
401 of the internal revenue code and that the trust be an exenpt
organi zati on under section 501 of the internal revenue code. The
departnment shall adm nister the retirenent systemto fulfill this
i ntent.

(2) Except as otherwi se provided in this section,
enpl oyer-financed benefits provided by the retirenent system
under this act shall not exceed the | esser of $90,000.00 or 100%
of the nmenber's average conpensation for high 3 years as
described in section 415(b)(3) of the internal revenue code for
retirement occurring at age 62 or ol der.

(3) The limtation on enpl oyer financed benefits provided by
the retirement system under subsection (2) applies unless appli-
cation of subsections (4) and (5) produces a higher limtation,
in which case the higher limtation applies.

(4) I'f a menber retires before age 62, the amount of

$90, 000. 00 in subsection (2) is actuarially reduced to reflect

H05975' 01 (S-1)
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paynent before age 62. The retirenment system shall use an
interest rate of 5% per year conpounded annually to calcul ate the
actuarial reduction in this subsection. |If this subsection
produces a limtation of |ess than $75,000.00 at age 55, the |im
itation at age 55 is $75,000.00 and the Iimtations for ages
under age 55 shall be calculated froma limtation of $75, 000.00
at age 55.

(5) Section 415(d) of the internal revenue code requires the
commi ssi oner of internal revenue to adjust the $90,000.00 linita-
tion in subsection (2) to reflect cost of living increases,
begi nning with cal endar year 1988. This subsection shall be
adm ni stered using the limtations applicable to each cal endar
year as adjusted by the comm ssioner of internal revenue under
section 415(d) of the internal revenue code. The retirenent
system shal | adjust the benefits subject to the limtation each
year to conformwith the adjusted limtation

(6) The assets of the retirenent systemshall be held in
trust and invested for the sole purpose of neeting the legitinmate
obligations of the retirenment system and shall not be used for
any ot her purpose. The assets shall not be used for or diverted
to a purpose other than for the exclusive benefit of the nenbers,
vested forner nenbers, retirants, and retirenment all owance bene-
ficiaries before satisfaction of all retirenent system
[iabilities.

(7) The retirenment systemshall return post-tax menber con-
tributions nade by a nenber and received by the retirenment system

to a nmenber upon retirenent, pursuant to internal revenue service
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regul ati ons and approved internal revenue service exclusion ratio
t abl es.

(8) The required beginning date for retirenent all owances
and ot her distributions shall not be later than April 1 of the
cal endar year follow ng the cal endar year in which the enpl oyee
attains age 70-1/2 or April 1 of the calendar year follow ng the
cal endar year in which the enpl oyee retires.

(9) If the retirenent systemis termnated, the interest of
t he menbers, vested forner nenbers, retirants, and retirenent
al | owance beneficiaries in the retirement systemis nonforfeit-
able to the extent funded as described in section 411(d)(3) of
the internal revenue code and rel ated internal revenue service
regul ati ons applicable to governnmental plans.

(10) Notwi thstanding any other provision of this act to the
contrary that would limt a distributee's election under this
act, a distributee may elect, at the tinme and in the manner pre-
scribed by the retirement board, to have any portion of an eligi-
ble rollover distribution paid directly to an eligible retirenent
pl an specified by the distributee in a direct rollover. This
subsection applies to distributions made on or after January 1,
1993.

(11) For purposes of determ ning actuarial equival ent
retirenment allowances under sections 31(1)(a) and (b) and 20(2),
the actuarially assuned interest rate shall be 8% wth utiliza-
tion of the 1983 group annuity and nortality table.

(12) Notwi thstanding any other provision of this section,

the retirement systemshall be adm nistered in conpliance with

H05975' 01 (S-1)



HB 5732, As Passed Senate, March 21, 2002
House Bill No. 5732 50

t he provisions of section 415 of the internal revenue code and
revenue service regulations under that section that are applica-
ble to governnmental plans. |If there is a conflict between this

section and anot her section of this or any other act of this

(13) NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S ACT, THE
COVPENSATI ON OF A MEMBER OF THE RETI REMENT SYSTEM SHALL BE TAKEN
| NTO ACCOUNT FOR ANY YEAR UNDER THE RETI REMENT SYSTEM ONLY TO THE
EXTENT THAT | T DOES NOTI EXCEED THE COMPENSATI ON LI M T ESTABLI SHED

10 I N SECTION 401(A)(17) OF THE | NTERNAL REVENUE CODE, AS ADJUSTED
11 BY THE COW SSI ONER OF | NTERNAL REVENUE. THI S SUBSECTI ON APPLI ES
12 TO ANY PERSON WHO FI RST BECOVES A MEMBER OF THE RETI REMENT SYSTEM
13 ON OR AFTER OCTOBER 1, 1996.

14 (14) NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S ACT, CON-
15 TRIBUTIONS, BENEFITS, AND SERVICE CREDI T W TH RESPECT TO QUALI -
16 FIED M LITARY SERVI CE W LL BE PROVI DED UNDER THE RETI REMENT

17 SYSTEM I N ACCORDANCE W TH SECTI ON 414(U) OF THE | NTERNAL REVENUE
18 CODE. TH' S SUBSECTI ON APPLI ES TO ALL QUALI FI ED M LI TARY SERVI CE
19 ON OR AFTER DECEMBER 12, 1994.

20 Sec. 52. After consulting the retirenment system s actuary,

1
2
3
4
5 state, this section prevails.
6
7
8
9

21 the departnent of managenent and budget shall calculate for each
22 fiscal year any cost savings that have accrued to this state as a
23 result of the inplenentation of —the—arendatory—act—that—added

24 this——seeti+on— 1996 PA 487 over the costs that would have been

25 incurred by this state to fund this retirenent system had —the

26 arrendatory—act—that—added—this——section— 1996 PA 487 not been

27 inplemented. —Fhetotat—anmount—of—such—cost—savings—shatt—be
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166%fFunded— FOR EACH FI SCAL YEAR IN VHI CH A DEPOCSI T UNDER SEC-
TI ON 38(6) DOES NOT OCCUR, THE DEPARTMENT MAY DEPOSI T ALL OR PART
OF THE COST SAVI NGS CALCULATED PURSUANT TO THI'S SECTI ON | NTO THE
HEALTH ADVANCE FUNDI NG SUBACCOUNT CREATED UNDER SECTI ON 11(9) BY
REDUCI NG THE NORMAL COST AND UNFUNDED ACTUARI AL ACCRUED LI ABILITY
CONTRI BUTI ON RATES AS CALCULATED PURSUANT TO SECTI ON 38, AND
| NCREASI NG THE CONTRI BUTI ON RATE FOR BENEFI TS PROVI DED UNDER
SECTI ON 20D BY THE SAME AMOUNT. HOWEVER, THE NORMAL COST AND
UNFUNDED ACCRUED ACTUARI AL LI ABILITY RATES SHALL NOT BE REDUCED
TO AN AMOUNT LESS THAN ZERO

Enacting section 1. The provisions of section 19h of the state
enpl oyees' retirenent act, 1943 PA 240, as added by this amendatory act,

are curative and intended to correct any msinterpretation of |egislative

intent in the Mchigan court of appeals decisions in Stone v. State of

M chi gan, Departnent of Treasury, docket no. 217485, and

in Liken v. State of M chi gan, Departnent of

Treasurv. docket no. 222588. This |eaislation expresses the oriainal
intent of the | eaislature that pavnents under sections 19b(2). 19c( 2).
19d(2). 19e(2). and 19f(3) of the state enmnl ovees' retirenent act. 1943
PA 240. MCL 38.19b. 38.19c. 38.19d. 38.19e. and 38.19f were not nmde by
the retirenment svstem and were not pensions. annuities. retirenent
al | owances onti onal benefits. or anv other riahts described in section
40(1) of the state ennl ovees' retirenent act. 1943 PA 240. MCL 38.40, are
not exenmnt fromtaxation. are subiect to executions. aarni shnent.
attachnment. the onerati on of bankrupntcv or insolvencv |aws. or ot her
orocess of law and mav be assianable as orovided in the state enpl oyees
retirenent act. 1943 PA 240. MCL 38.1 to 38. 69.

Enactina section 2. This anmendatorv act does not take effect unless
House Bill No. 5109 of the 91st Legislature is enacted into | aw
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