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May 23, 2001, Introduced by Reps. Bernero, Waters, Jacobs, Zelenko, Murphy, Whitmer, DeWeese, Rich
Brown, Lipsey, Schauer, Mans, O’Neil, Spade, McConico, Phillips, Hardman, Minore and Dennis and referred to
the Committee on Appropriations.

A bill to anmend 1943 PA 240, entitled
"State enpl oyees' retirenent act,"
by amendi ng sections 19, 20, 20g, and 63 (MCL 38.19, 38.20,
38.20g, and 38.63), section 19 as anmended by 1998 PA 205, section
20 as anended by 1996 PA 521, section 20g as anended by 1987 PA
241, and section 63 as added by 1996 PA 487.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 19. (1) A menber who is 60 years of age or ol der and
has 10 or nore years of credited service, —e+— a nenber who is 60
years of age or older and has 5 or nore years of credited service
as provided in section 20(4) or (5, OR A MEMBER WHO I S 50 YEARS
OF AGE OR OLDER AND WHOSE COMBI NED AGE AND AMOUNT OF CREDI TED
SERVICE | S EQUAL TO OR GREATER THAN 80 YEARS nmy retire upon
witten application to the retirement board, stating a date, not

| ess than 30 or nore than 90 days after the execution and filing
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of the application, on which he or she desires to retire.
Begi nning on the retirenent all owance effective date, he or she
shall receive a retirenent all owance conputed according to sec-
tion 20(1), W THOUT REGARD TO THE REDUCTI ON I N SUBSECTI ON (2).

(2) A nenber who is 55 years of age or older, but |less than
60 years of age, and has 15 or nobre years of credited service,
may retire upon witten application to the retirenent board stat-
ing a date, not less than 30 or nore than 90 days after the exe-
cution and filing of the application, on which he or she desires
to retire. Upon retirenment he or she shall receive a retirenent
al | ownance conputed according to section 20(1). Except as other-
W se provided in this act, the retirenent allowance of a nenber
who has less than 30 vyears of credited service shall be reduced
by an ampbunt that is 0.5%of the retirement allowance nultiplied
by the number 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 nenber's retirenment allowance effective 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 attai nnent of age 60, with 30 or nore
years of credited service. The retirenent allowance of a retir-
ant or beneficiary of a retirant who retired before that date
shall be recal cul ated di sregardi ng the reduction, and the person
receiving the retirenent allowance is eligible to receive an
adjusted retirenent all owance based on the recal cul ati on begin-
ning Cctober 1, 1987, but is not eligible to receive the adjusted

anount attributable to any nonth begi nni ng before Cctober 1,
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1987. The recalculated retirenent allowance provided by this
subsection shall be paid by January 1, 1988. The retirenent
al l 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
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 medi ately preceding the nenber's retirenment allowance
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 mediately 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 retirement

effective period" neans 1 of the foll ow ng:
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(i) Except as provided in subparagraph (ii), the period
begi nning on April 1, 1988 and ending on April 1, 1989.

(1i1) For a nmenber 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 departnment of nental health, the
period beginning on April 1, 1988 and endi ng on October 1, 1989.

(4) As used in subsections (5) to (9):

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

(i) Southwest M chigan comunity |iving services.

(ii1) Wayne community |iving services.

(b) "Departnent inpatient facility" neans 1 of the
fol | owi ng:

(i) A developnental disability center that is directly oper-
ated by the departnent fornmerly known as the departnment of nental
health for purposes of providing inpatient care and treatnent
services to persons with devel opnental disabilities.

(ii) A psychiatric hospital that is directly operated by the
departnment formerly known as the departnment 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 |ayoff status because the
agency or inpatient facility has been designated by the state
officer formerly known as the director of mental health for

closure on or after COctober 1, 1989, may retire as provided in
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subsection (7) or (8), as applicable, with a retirenment allowance
conmput ed according to section 20(1), without regard to the reduc-
tion in subsection (2), upon satisfaction of any 1 of the foll ow
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
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 departnment inpatient facility or agency is desig-
nated for closure on or after Cctober 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
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provi ded in subsection (5) actually closes, upon witten
application to the retirenment board not |ess than 30 or nore than
180 days before the designated official date of closure.
Begi nning on the retirenent allowance effective date, he or she
shall receive a retirenent allowance conputed according to sec-
tion 20(1).

(8) A nenber who is on layoff status, is not working for the
state, and becones eligible to receive a retirenent 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, not |ess
than 30 or nore than 180 days after the facility actually cl oses,
upon which he or she wishes to retire. Beginning on the retire-
ment al |l owance effective date, he or she shall receive a retire-
ment al | owance conputed according to section 20(1).

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

(10) A menmber 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 70l1a 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
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;
greater than 70 years on the date of transfer. The nmenber 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 retirement allowance effective date, he
or she shall receive a retirenent allowance conputed according to
section 20(1) without regard to the reduction required by subsec-
tion (2).

(11) A menber who is an enployee of the M chigan biologic
products institute on the date the institute is conveyed pursuant
to the Mchigan biologic products institute transfer act, 1996 PA
522, MCL 333.26331 to 333.26340, may retire if the nmenber's age
and his or her length of service is equal to or greater than 70
years on the date of the conveyance. The menber may retire upon
witten application to the retirenent board, stating a date, not
| ess than 30 or nore than 90 days after the execution and filing
of the application, on which he or she desires to retire.

Begi nning on the retirenent all owance effective date, he or she
shall receive a retirenent allowance conputed according to
section 20(1) without regard to the reduction required by
subsection (2).

(12) A menber who —+s— WAS an enpl oyee of the |iquor control
conmm ssion created by FORMER section 5 of the M chigan |iquor
control act, 1933 (Ex Sess) PA 8, —ME—436-5— whose enpl oynent
is termnated due to the privatization of the distribution of
spirits within this state is effectuated pursuant to the

resol ution and order adopted by the liquor control comm ssion on
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February 7, 1996, a plan adopted pursuant to statute or court
order, or a plan adopted pursuant to both statute and order of
the liquor control comm ssion may retire if the nenber's age and
his or her length of service is equal to or greater than 70 years
on the date the privatization is effectuated. The nenber may
retire under this subsection upon witten application to the
retirenment board, stating a date, not |less than 30 or nore than
90 days after the execution and filing of the application, on
whi ch he or she desires to retire. Beginning on the retirenent
al | omance effective date, he or she shall receive a retirenent
al | owmance conputed according to section 20(1), without regard to
the reduction required by subsection (2). The cost of benefits
pai d under this section shall be paid out of the revol ving fund
created under section —36— 221 of the Mchigan |iquor control
—act—1933—(Ex—Sess)—PAS8—ME436—16— CODE OF 1998, 1998 PA 58,
MCL 436.1221.

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 nenber's nunber of years and
fraction of a year of credited service nmultiplied by 1-1/2% of
his or her final average conpensation. BEGQ NNI NG JULY 1, 2001,
UPON HI' S OR HER RETI REMENT AS PROVI DED FOR UNDER THI S ACT, A
MEMBER SHALL RECEI VE A RETI REMENT ALLOMNCE EQUAL TO THE MEMBER S
NUMBER OF YEARS AND FRACTI ON OF A YEAR OF CREDI TED SERVI CE MULTI -
PLIED BY 1.75% OF HHS OR HER FI NAL AVERAGE COVPENSATI ON. The

menber's retirenent allowance is subject to subsection (3). Upon
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his or her retirenent, the nmenber may el ect an option provided
for in section 31(1).

(2) Pursuant to rules promulgated by the retirenent board, a
menber who retires before becom ng 65 years of age nmay elect to
have his or her regular retirenent allowance equated on an actu-
arial basis to provide an increased retirenent allowance payabl e
up to his or her attainment of 65 years of age and a reduced
retirenment allowance payable after his or her attai nnment of 65
years of age. Hi s or her increased retirenent all owance payabl e
up to age 65 shall approximately equal the sum of his or her
reduced retirenment allowance payable after age 65 and his or her
estimted social security primary insurance anount. |n addition,
upon retirenent the nenber may el ect an option provided for in
section 31(1).

(3) If aretirant dies before receiving paynent of his or
her retirenment allowance in an aggregate anount equal to the
retirant's accunul ated contributions credited to the retirant in
t he enpl oyees' savings fund at the time of his or her retirenent,
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
witten designation duly 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).
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(4) If a nmenber 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 usive purpose of receiving a retirenment 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 retirement allowance under this act, the enpl oyee
shal |l be required to accunulate 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 elected to purchase additional cred-
ited service pursuant to section 171 (2) returns to enpl oynent
wWith the state before receiving a retirenent allowance 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 retirenent allowance under this act. |If the nenber wth-
draws all or part of his or her accunul ated contributions, he or
she ceases to be a nenber. Upon becom ng 60 years of age or

ol der, the nenber may retire upon his or her witten application
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to the retirement board as provided in section 19(1). |If a
menber el ects an option as provi ded under section 31(4), but dies
before the effective date of his or her retirenent, 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 enpl oynent with
t he department 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" means 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
part of the nenber's accunul ated contributions, the nenber ceases
to be a nmenmber. Upon becom ng 60 years of age or ol der, the
menber may retire upon witten application to the retirenent
board. The application shall specify a date, not |ess than 30
days or nore than 90 days after the execution and filing of the
application, on which the nenber desires to retire. Upon retire-
ment, the nenber shall receive a retirenment allowance equal to
t he nunber of years and fraction of a year of credited state

service nultiplied by 1-1/2% of the nenber's final average
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conpensation. Upon retirenent, the menber 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
amount 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 allowance, including the
suppl enent provi ded by section 20h, are calculated. The retire-
ment all owance of a retirant who dies before January 1, 1988, and
who did not nomnate a retirement all owance beneficiary pursuant
to section 31, shall not be recal cul ated pursuant to this
subsecti on.

(7) Each retirenent allowance payable 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 retirenent allowance and term nates state service.
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A full nonth's retirenent all owance is payable for the nonth in
which a retirement allowance ceases.
(8) An enployee of the state accident fund who has 5 or nore
but |l ess 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

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 enpl oyee 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
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. 20g. (1) After the end of each state fiscal year, the
depart nent of managenent and budget shall determine the rate of
investnment return earned on retirenent system assets during the
fiscal year, based upon nethods established by the retirenent
boar d.

(2) At the end of each state fiscal year, the retirenent

system s actuary shall determ ne the present value of retirenent
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al l owances to be paid after the end of the fiscal year to
retirants and retirenment all owance beneficiaries in receipt of
retirenment allowances at the end of the fiscal period. The
assuned interest rate used in the determ nation shall be 8% per
year, conpounded annual ly.

(3) The distribution income at the end of each state fiscal
year shall be equal to the product of the present val ue of
retirenment allowances determ ned in subsection (2) at the end of
the previous fiscal year tinmes the positive excess, if any, of
the rate of investnment return determ ned in subsection (1)
exceeding 8% The distribution incone cal cul ated pursuant to
this subsection at the end of the fiscal years 1984-85 and
1985-86 shall be reduced by the costs of postretirenent adjust-
ments paid during the fiscal year pursuant to sections 20b, 20c,
20e, and 20f.

(4) After the end of each state fiscal year, each retirant
and retirenent allowance beneficiary in receipt of a retirenent
al l owance at the end of the fiscal year, and whose effective date
of retirenment allowance preceded the beginning of that fiscal
year, shall be credited with 1 distribution unit for each ful
year between the effective date of retirenent and the end of the
fiscal year and 1 distribution unit for each full year of service
credit in force on the effective date of retirenment.
Distribution units shall not accunulate from1 year to the next
year.

(5) The distribution amunt for an individual retirant or

retirenment allowance beneficiary shall be equal to the product of
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the distribution income determined in subsection (3) tinmes the

i ndi vidual's nunber of distribution units determ ned in subsec-
tion (4) divided by the total nunber of distribution units for
all eligible retirants and retirenent allowance beneficiaries in
recei pt of retirenment allowances at the end of the fiscal year.
The di stribution anmount for an individual retirant or retirenent
al l ownance beneficiary of a retirant whose retirenent all owance
effective date is on or after Cctober 1, 1987 is zero.

(6) The distribution amount for each retirant or retirement
al | ownance beneficiary shall be payable in the formof a supple-
ment al paynent prior to the seventh nonth after the end of the
state fiscal year. Except as provided in subsection (9), a dis-
tribution amount shall not be payable after March 31, 1988. |If a
retirant dies before receipt of the distribution amount, the pay-
ment shall be nmade to the retirant's retirement all owance benefi -
ciary, if any. |If both the retirant and the retirenment all owance
beneficiary die before receipt of the distribution amount, no
paynent shall be made.

(7) Each retirenent allowance shall be increased each
Cctober 1 beginning with the |ater of Cctober 1, 1988 or the
first October 1 which is at |least 12 nonths after the retirenent
al | omance effective date. The ampunt of the annual increase
shall be equal to 3% of the retirenent allowance that woul d be
payabl e as of the date of the increase w thout application of
this subsection, except that if the nmenber made the el ection per-
mtted under section 20(2), the increase shall be based on the

anount of retirenment allowance that woul d have been paid w thout
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application of section 20(2). The annual increase shall not
exceed —$366-—066— $500. 00.

(8) After the end of each state fiscal year, the cunul ative
i ncrease anount shall be conputed for each retirant or retirenent
al | owance beneficiary. The cunul ative increase anount shall be
equal to the difference between the total retirenment allowance
paid during the state fiscal year and the retirenent all owance
t hat woul d have been payabl e w thout application of subsection
(7) and section 20h. The cunul ative increase anount for any
retirant or retirenment allowance beneficiary whose retirenent
al  owance effective date is on or after COctober 1, 1987 is zero.

(9) I'n March of each year, beginning in March, 1989, each
retirant or retirenment allowance beneficiary shall be paid, in a
si ngl e suppl enental paynent, the excess, if any, of the distribu-
tion anount over the cunul ative increase anount for the previous
state fiscal year. |If a retirant dies before receipt of a sup-
pl emental paynent, the supplenental paynment shall be made to the
retirant's retirenent allowance beneficiary, if any. |[If both the
retirant and the retirement all owance beneficiary die before
recei pt of a supplenental paynent, no paynent shall be made.

Sec. 63. (1) This section is subject to the vesting
requi rements of section 64.

(2) Aqualified participant's enployer shall contribute to
the qualified participant's account in Tier 2 an anount equal to
—4%- 6% of the qualified participant's conpensati on.

(3) Aqualified participant may periodically elect to

contribute up to 3% of his or her conpensation to his or her Tier
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2 account. The qualified participant's enployer shall make an
additional contribution to the qualified participant's Tier 2
account in an anount equal to the contribution nade by the quali -
fied participant under this subsection.

(4) A qualified participant may make contributions in addi-
tion to contributions nade under subsection (3) to his or her
Tier 2 account as permtted by the state treasurer and the inter-
nal revenue code. The qualified participant's enployer shall not
mat ch contributions nade by the qualified participant under this

subsecti on.
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