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HB- 6323, As Passed House, Decenber 2, 2004

HOUSE BILL No. 6323

November 4, 2004, Introduced by Reps. Ehardt, Koetje, Julian and Bisbee and referred to the
Committee on Government Operations.

A bill to anmend 1957 PA 261, entitled
"M chigan legislative retirement system act, "
by amendi ng sections 26, 28, 30, 59a, and 79 (MCL 38. 1026,
38.1028, 38.1030, 38.1059a, and 38.1079), sections 26, 30, and
59a as anended by 2002 PA 97, section 28 as anended by 1981 PA
123, and section 79 as anmended by 1998 PA 501

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 26. (1) Beginning January 1, 1999, the The
retirement system shall be adm nistered by a board of trustees.
A nmenber of the board of trustees serving as of Decenber 31, 2004

shall continue to serve as a nenber until Decenber 31, 2005.

Begi nni ng January 1, 2006, the board of trustees shall be
conposed as indicated in the byl aws. ——ecoensisting—of—1l persons
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Sec. 28. —A- Beginning January 1, 2005, a vacancy in a

trusteeship shall be filled forthe unexpi+redterminthe sane
ranner—as—orgi-nal—appethrtrents—are—wade— as provided in the

byl aws.

Sec. 30. Each trustee is entitled to 1 vote on any action
of the board and —at—teast—6— concurring votes of a mgjority of
board nmenbers are necessary for any action by the board at a
neeting. A decision or action shall not becone effective, unless
presented and so approved by the action of the board. A trustee
shall not vote by proxy, but shall be present at the neeting in
order to have his or her vote recorded.

Sec. 59a. (1) This section is enacted pursuant to section
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401(a) of the internal revenue code, 26 USC 401(a), that inposes
certain admnistrative requirenents and benefit limtations for
qual i fied governmental plans. This state intends that the
retirement systembe a qualified pension plan created in trust
under section 401 of the internal revenue code, 26 USC 401, and
that the trust be an exenpt organization under section 501 of the

i nternal revenue code, 26 USC 501. The board of trustees shal

adm nister the retirenment systemto fulfill this intent.
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(2) Notwi thstanding any other provision of this act, the

retirement system shall be admnistered in conpliance with
section 415 of the internal revenue code, 26 USC 415, and
regul ati ons under that section that are applicable to
governnmental plans. Enployer-financed benefits provided by the
retirement systemunder this act shall not exceed the applicable
l[imtations of section 415 of the internal revenue code, 26 USC
415, as adjusted by the conm ssioner of internal revenue under
section 415(d) of the internal revenue code, 26 USC 415(d), to
reflect cost of living increases, and the retirenent system shal
adj ust the benefits subject to the limtation each cal endar year
to conformw th the adjusted limtation. For purposes of section
415(b) of the internal revenue code, 26 USC 415(b), the
applicable Iimtation shall apply to aggregated benefits received
fromall qualified pension plans for which the office of
retirement services coordinates adm nistration of that

[imtation.

(3) —6)— The assets of the retirenment systemshall be held

07730' 04 MRM



6
in trust and invested for the sole purpose of neeting the
legitimate obligations of the retirement system and shall not be
used for any other purpose. The assets shall not be used for or
diverted to a purpose other than for the exclusive benefit of the
menbers, vested former nenbers, retirants, and retirenent
al  owance beneficiaries before satisfaction of all retirenent
systemliabilities.

(4) —H— The retirenent systemshall return post-tax nenber
contributions made by a nenber and received by the retirenent
systemto a nmenber upon retirenent, pursuant to internal revenue
service regul ati ons and approved internal revenue service
exclusion ratio tables.

(5) —8)— The required beginning date for retirenent
al | omwances and other distributions shall not be later than
April 1 of the cal endar year follow ng the cal endar year in which
t he enpl oyee attains age 70-1/2 or April 1 of the cal endar year
foll ow ng the cal endar year in which the enployee retires.

(6) 99— If the retirenent systemis termnated, the
interest of the nmenbers, deferred vested nenbers, retirants, and
retirement allowance beneficiaries in the retirenent systemis
nonforfeitable to the extent funded as described in section
411(d)(3) of the internal revenue code, 26 USC 411(d)(3), and
related internal revenue service regul ations applicable to
governnent al pl ans.

(7) —326)— Notwi thstandi ng any ot her provision of this act to
the contrary that would |imt a distributee' s election under this

act, a distributee may elect, at the time and in the manner
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prescri bed by the board of trustees, to have any portion of an
eligible rollover distribution paid directly to an eligible
retirement plan specified by the distributee in a direct
rollover. This subsection applies to distributions nade on or
after January 1, 1993.

(8) 33— For purposes of determ ning actuarial equivalent
retirement allowances under this act, the actuarially assuned
interest rate shall be 7% wi th utilization of the 1971 group

annuity and nortality table.
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(9) 33)— Notwi thstandi ng any other provision of this act,
t he conpensation of a nenber of the retirement systemshall be
taken into account for any year under the retirenment systemonly
to the extent that it does not exceed the conpensation limt
established in section 401(a)(17) of the internal revenue code,
26 USC 401(a)(17), as adjusted by the conm ssioner of internal
revenue. This subsection applies to any person who first becones
a nmenber of the retirenent systemon or after Cctober 1, 1996.
(10) —34)— Notwi t hstandi ng any other provision of this act,
contributions, benefits, and service credit with respect to

qualified mlitary service will be provided under the retirenent
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systemin accordance with section 414(u) of the internal revenue
code. This subsection applies to all qualified mlitary service
on or after Decenber 12, 1994.

Sec. 79. (1) Aformer qualified participant may el ect
heal th i nsurance benefits in the manner prescribed in this
section if he or she neets both of the follow ng requirenents:

(a) The fornmer qualified participant is vested in health

benefits under section 75(2).

(b) The fornmer qualified participant neets 1 of the follow ng

requirenents:

(i) He or she neets or exceeds the benefit comrencenent age
enpl oyed in the actuarial present value cal cul ati on under section
62 and the service requirenents that would have applied to that
former participant under Tier 1 for receiving health insurance
coverage under section 50b, if that former participant was a
menber of Tier 1.

(ii)) He or she is 55 years of age or ol der

(2) Afornmer qualified participant who is eligible to elect
heal t h i nsurance coverage under subsection (1) may el ect health

i nsurance coverage in a health benefit plan or plans as

aut hori zed by section 50b. ——er—in—-anether—plan—asprovidedin
subsection{6)— A former qualified participant who is eligible

to elect health insurance coverage under subsection (1) may al so
el ect health insurance coverage for his or her health benefit
dependents, if any. A surviving health benefit dependent of a
deceased former qualified participant who is eligible to el ect

heal t h i nsurance coverage under subsection (1) may el ect health
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i nsurance coverage to begin at the death of the deceased forner
qualified participant in the manner prescribed in this section.

(3) Except as otherw se provided in subsection (6), an
i ndi vi dual who el ects health insurance coverage under this
section shall beconme a nmenber of a health insurance coverage
group authorized pursuant to section 50Db.

(4) For a fornmer qualified participant who is eligible to
el ect health insurance coverage under subsection (1) and who is
vested in those benefits under section 75(2)(a) or (c), and for
his or her health benefit dependents, this state shall pay a
portion of the health insurance prem um as cal cul ated under this
subsection on a cash di sbursenent nmethod. An individua
described in this subsection who el ects health insurance coverage
under this section shall pay to the retirenent systemthe
remai ni ng portion of the health insurance coverage prem um not
paid by this state under this subsection. The portion of the
heal th i nsurance coverage premum paid by this state under this

subsection shall be 90% of the paynents for health insurance

coverage under section 50b. If the individual elects the health
i nsurance coverage provided under section 50b, this state shal
transfer its portion of the anmount cal cul ated under this

subsection to the health insurance fund created by section 22c.
(5) For a fornmer qualified participant who is eligible to
el ect health insurance coverage under subsection (1) and who is
vested in those benefits under section 75(2)(b), and for his or
her health benefit dependents, this state shall pay a portion of

the health i nsurance prem um as cal cul ated under this subsection
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House Bill No. 6323 as anended Decenber 2, 2004

on a cash di sbursement nmethod. An individual described in this
subsecti on who el ects health insurance coverage under this
section shall pay to the retirement systemthe remai ning portion
of the health insurance coverage premumnot paid by this state
under this subsection. The portion of the health insurance
coverage premumpaid by this state under this subsection shal
be equal to the prem um anounts paid on behalf of retirants of
Tier 1 for health insurance coverage under section 50b. |If the
i ndi vidual elects the health insurance coverage provi ded under
section 50b, the state shall transfer its portion of the anpount
cal cul ated under this subsection to the health insurance fund

created by section 22c. [A former qualified participant who is not
eligible to elect health insurance coverage nmay participate in the health
i nsurance benefits described in this section in the manner prescribed by
the board at his or her own cost.]
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(6) A— If the departnment of managenent and budget receives
notification fromthe United States internal revenue service that
this section or any portion of this section will cause the

retirement systemto be disqualified for tax purposes under the
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1 internal revenue code, then the portion that wll

2 disqualification does not apply.
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