HOUSE BILL No. 4030
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HOUSE BILL No. 4030

January 27, 2005, Introduced by Rep. Vagnozzi and referred to the Committee on
Government Operations.

A bill to anmend 1943 PA 240, entitled
"State enpl oyees' retirenent act,”
by amendi ng sections 1li, 13, and 55 (MCL 38.1i, 38.13, and 38.55),
sections 1li and 55 as anmended by 2004 PA 33 and section 13 as
anmended by 2002 PA 743, and by addi ng section 61la.

THE PECPLE OF THE STATE OF M CHI GAN ENACT

Sec. li. (1) "Service" nmeans service rendered to this state by
an elected or appointed state official or enployee of this state.
Credit for service shall be determ ned by appropriate rules and
regul ations of the retirenent board, but not nore than 1 year of
service shall be creditable for all service in 1 calendar year. The
retirement board shall not allow credit for service for any period

of nore than 1 nonth in any 1 cal endar year during which the
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enpl oyee was absent without pay. However, full service credit shal
be given for a period during which an enpl oyee is on | eave of
absence and is receiving worker's conpensation benefits as the
result of a duty-incurred disability. Full service credit shal

al so be given to an enpl oyee for required 1-day |ayoffs, for
voluntary or involuntary participation in pay reduction plan A pay
reduction plan B, or both, in effect during the fiscal years ending
on and after Septenber 30, 1981, for required and desi gnated
tenporary |layoffs, and, beginning Cctober 1, 2003, for furlough
hours, and for participation in the banked | eave tine program

(2) "State treasurer” neans the treasurer of this state.

(3) "Tier 1" neans the retirenent plan available to a nenber
under this act who MEETS 1 OF THE FOLLON NG REQUI REMENTS:

(A) THE MEMBER was first enployed and entered upon the payrol
before March 31, 1997 and whe— HE OR SHE does not elect to becone a
qgualified participant of Tier 2.

(B) THE MEMBER WAS FI RST EMPLOYED AND ENTERED UPON THE PAYROLL
ON OR AFTER MARCH 31, 1997 AND HE OR SHE ELECTS TO BECOVE A MEMBER
OF TIER 1 UNDER SECTI ON 61A.

(4) "Tier 2" neans the retirenent plan established pursuant to
section 401(k) of the internal revenue code that is available to
qgqual ified participants under sections 50 to 69.

Sec. 13. (1) Except as otherw se provided in this act,
menbership in the retirenment system consists of state enpl oyees
occupyi ng pernmanent positions in the state civil service. Al state
enpl oyees except those specifically excluded by | aw and those who

are nmenbers or eligible to be nenbers of other statutory retirenent
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systens in this state, shall beconme nenbers of the retirenent
system The enpl oyees nay use service previously perforned as an
enpl oyee of this state in neeting the service requirenents for the
retirement allowances and death benefits provided by the retirenent
system However, the prior service shall not be used in conmputing
the amobunt of a retirenent allowance to be paid by the retirenent
system unl ess the enpl oyee pays to the retirenment systemthe anount
t he enpl oyee's contri buti ons woul d have been had the enpl oyee
beconme a nenber inmmedi ately upon enpl oynment by the state with
i nterest 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 conpensation as a state enployee of a political
subdi vision 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
menber of the retirenent system

(2) Elected or appointed state officials may elect not to
beconme or continue as nmenbers of the retirement systemby filing
witten notice with the retirenment 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 nenber
of the board, comm ssion, or council is excluded from nmenbership in
the retirenent systemfor the service rendered in his or her
capacity as a nenber of the board, comm ssion, or council. Service
performed 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 amount of retirenent
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al l omance to be paid by the retirenent system A nenber who el ects
not to participate shall be refunded all contributions nade before
t he el ecti on.

(3) Menmbership in the retirement system does not include any
of the foll ow ng:

(a) A person who is a contributing nmenber in the public school
enpl oyees' retirenent system provided for in the public school
enpl oyees retirenment act of 1979, 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, 1992 PA 234, MCL 38.2101 to 38.2670.

(c) A person who cones within the Mchigan state police
retirement systemprovided for in the state police retirement act
of 1986, 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 UNLESS THAT | NDI VI DUAL ELECTS TO
BECOVES A MEMBER OF TIER 1 UNDER SECTI ON 61A. An i ndi vi dual
described in this subdivision WHO DCES NOI' MAKE THE ELECTI ON TO
BECOVE A MEMBER OF TIER 1 is eligible to be a qualified participant
in Tier 2 subject to sections 50 to 69.

(e) Except as provided in section 19g, an individual who
el ects to term nate nenbershi p under section 50 and who, but for
that election, would otherwi se be eligible for nenbership in Tier 1

under this section.
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(f) Aretirant who agai n becones enployed by the state and is
entered upon the payroll on or after Decenber 1, 2002, for
enpl oynent for which the retirant woul d have been eligible for
nmenber shi p under this section before Decenber 1, 2002. A retirant
described in this subdivision shall be a qualified participant in
Tier 2 subject to sections 50 to 69.

(4) A person who is hired in state classified or unclassified
service after June 30, 1974, who is first enployed and entered upon
the payroll before March 31, 1997, and who possesses a M chigan
teaching certificate shall be a nenber of this retirement system
After June 30, 1974, but before March 31, 1997, a person who
returns to state enploynent in the classified or unclassified
service who previously was a contributing nenber of the M chigan
publ i ¢ school enployees' retirenent system shall have the person's
accunul ated contri butions and service transferred to this
retirement system or having wthdrawn the contributions, may pay
into the retirenent systemthe anmount withdrawn together with
regular interest and have credit restored as provided for in
section 16. On and after March 31, 1997, an individual described in
this subsection who returns to state service shall make an
irrevocabl e election to remain in Tier 1 or to become 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 t hrough participation in 1 or nore of the foll ow ng
prograns, shall not be a nenber of the retirenent system and shal
not receive service credit for the enploynent:

(a) A program authorized, undertaken, and financed pursuant to
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t he conprehensi ve enpl oynent and training act of 1973, fornmer
Public Law 93-203, 87 Stat. 839.

(b) A summer youth enpl oynent program established pursuant to
the M chigan youth corps act, 1983 PA 69, MCL 409. 221 to 409. 229.

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

(d) A program established pursuant to the M chigan opportunity
and skills training program first established under sections 12 to
23 of 1983 PA 259.

(e) A program established pursuant to the M chigan comunity
service corps program first established under sections 25 to 35 of
1983 PA 2509.

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

(7) 1f a person described in subsection (5)(a) |ater becones a
menber of this retirenent systemwithin 12 nonths after the date of
termnation as a participant in a transitional public enploynment
program service credit shall be given for enploynent which is
excl uded in subsection (5) for purposes of determning a retirenent
al | owance upon the paynent by the person's enployer under
subsection (5) from funds provided under the conprehensive
enpl oynent and training act of 1973, forner Public Law 93-203, 87
Stat. 839, as funds permt, to the retirement 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.
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During the person's enploynent in the transitional public

enpl oyment program the person's enployer shall place in reserve a
reasonabl e but not necessarily an actuarially determ ned anount
equal to the contributions that the enpl oyer woul d have paid to the
retirement systemfor those enployees in the transitional public
enpl oynent programas if they were nmenbers under this act, but only
for that nunmber of enployees that the enployer determnm ned woul d
nove fromthe transitional public enploynment programinto positions
covered by this act. If the funds provided under the conprehensive
enpl oyment and training act of 1973, forner Public Law 93-203, 87
Stat. 839, are insufficient, the remainder of the enployer
contributions shall be paid by the person's current enployer.

(8) For purposes of section 199, a forner nenber shall be
consi dered a nenber and shall be considered to have satisfied the
requirenments of section 19g(1)(c) and (2)(c) if the former nenber
was enpl oyed by the departnent formerly known as the departnent of
mental health on January 1, 1996 and went on |ayoff status before
January 1, 1997.

Sec. 55. (1) "Plan docunent" neans the document that contains
t he provisions and procedures of Tier 2 in conformty with this act
and the internal revenue code.

(2) "Qualified participant” neans an individual who is a
participant of Tier 2 and who neets 1 of the follow ng
requi renents:

(a) An individual who is first enployed and entered upon the
payrol|l of his or her enployer on or after March 31, 1997, and who
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Fier—21 DOES NOT ELECT TO BECOVE A MEMBER OF TIER 1 UNDER SECTI ON
61A.

(b) An individual who elects to term nate nenbership in Tier 1
and who elects to participate in Tier 2 in the manner prescribed in
section 50.

(3) "Refund beneficiary" nmeans an individual nom nated by a
qualified participant or a fornmer qualified participant under
section 66 to receive a distribution of the participant's
accumrul ated bal ance in the manner prescribed in section 67.

(4) "State treasurer” nmeans the treasurer of this state.

(5) Except as otherw se provided in this subsection, "year of
servi ce" neans each period during which a qualified participant is
enpl oyed by the enployer and is credited with 2,080 hours of
service. The Tier 2 plan adm nistrator and the plan docunment nay
provide for a |l esser nunber of annual hours and a maxi num nunber of
hours per pay period for any classification of enployees, provided
that no participant shall receive credit for nore than 1 year of
service for any 12-nonth period of enploynent. Beginning January 1,
2003, full service credit shall also be given to a participant for
furl ough hours, for required 1-day layoffs, for required and
desi gnated tenporary |layoffs, for a year in which a partici pant
tenporarily | eaves enploynment to enter active mlitary duty and
then dies during that active mlitary duty, and for participation
in the banked | eave tinme program In the event a term nated
participant is reenployed, such individual shall retain credit for
all full and partial years of service conpleted prior to such

reenpl oynment, for purposes of determning his or her vesting
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percentage in any enployer contributions nade pursuant to section
63(2) and (3) after his or her reenploynent.

SEC. 61A. (1) AN IND VIDUAL WHO | S FI RST EMPLOYED AND ENTERED
UPON THE PAYROLL OF H'S OR HER EMPLOYER ON OR AFTER THE EFFECTI VE
DATE OF THI S SECTI ON SHALL ELECT IN WRI TI NG TO BECOVE A MEMBER CF
TIER 1 OR TO BECOVE A QUALI FI ED PARTICI PANT IN TIER 2 WTH N 30
DAYS AFTER HI' S OR HER EMPLOYMENT. AN ELECTI ON MADE BY AN | NDI VI DUAL
UNDER THI S SUBSECTI ON IS | RREVOCABLE. AN | NDI VI DUAL WHO DOES NOT
MAKE A VWRI TTEN ELECTI ON OR WHO DCES NOT FI LE THE ELECTI ON DURI NG
THE PERI OD SPECI FIED IN TH' S SUBSECTI ON | S CONSI DERED TO HAVE
ELECTED TO BECOVE A QUALI FI ED PARTI CI PANT OF Tl ER 2.

(2) THE RETI REMENT SYSTEM SHALL PROVI DE AN OPPORTUNI TY FOR
EACH QUALI FI ED PARTI Cl PANT WHO I S A QUALI FI ED PARTI Cl PANT ON THE
EFFECTI VE DATE OF THE AMENDATORY ACT THAT ADDED THI' S SECTI ON TO
ELECT IN WRI TI NG TO TERM NATE PARTI CI PATION IN TIER 2 AND ELECT TO
BECOVE A MEMBER IN TIER 1. AN ELECTI ON MADE BY A QUALI FI ED
PARTI Cl PANT UNDER THI S SUBSECTI ON | S | RREVOCABLE. THE RETI REMENT
SYSTEM SHALL ACCEPT WRI TTEN ELECTI ONS UNDER THI S SUBSECTI ON FROM
QUALI FI ED PARTI CI PANTS DURI NG THE PERI OD BEG NNI NG ON THE EFFECTI VE
DATE OF THI S SECTI ON AND ENDI NG UPON THE EXPI RATI ON OF 60 DAYS
AFTER THE EFFECTI VE DATE OF THE AMENDATORY ACT THAT ADDED THI S
SECTI ON. A QUALI FI ED PARTI Cl PANT WHO DOES NOT MAKE A WRI TTEN
ELECTI ON OR WHO DCOES NOT FI LE THE ELECTI ON DURI NG THE PERI OD
SPECI FIED IN TH S SUBSECTI ON CONTI NUES TO BE A QUALI FI ED
PARTI Cl PANT OF TIER 2. A QUALI FI ED PARTI Cl PANT WHO MAKES AND FI LES
A VWRI TTEN ELECTI ON UNDER THI S SUBSECTI ON ELECTS TO DO ALL OF THE
FOLLOW NG
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(A) CEASE TO BE A MEMBER OF Tl ER 2 EFFECTI VE 12 M DNI GHT ON
THE DAY BEFORE THE FI RST DAY OF THE PAYROLL PERI GD THAT FOLLOWG THE
EXPI RATI ON OF 90 DAYS AFTER THE EFFECTI VE DATE OF THE AMENDATORY
ACT THAT ADDED THI S SECTI ON.

(B) BECOVE A MEMBER OF TIER 1 EFFECTIVE 12: 01 A°M ON THE
FI RST DAY OF THE PAYROLL PERI OD DESCRI BED | N SUBDI VI SI ON (A) .

(O WAIVE ALL OF H'S OR HER RIGHTS TO A BENEFI T UNDER TI ER 2
ON THE DATE HE OR SHE BECOVES A MEMBER OF Tl ER 1.

(3) AFTER CONSULTATI ON W TH THE RETI REMENT SYSTEM S ACTUARY
AND THE RETI REMENT BOARD, THE DEPARTMENT OF MANAGEMENT AND BUDGET
SHALL DETERM NE THE METHOD BY WHI CH AN | NDI VI DUAL SHALL MAKE A
VRI TTEN ELECTI ON UNDER THI'S SECTION. | F THE I NDI VI DUAL | S MARRI ED
AT THE TIME OF THE ELECTI ON, THE ELECTION | S NOTI' EFFECTI VE UNLESS
THE ELECTION IS SI GNED BY THE | NDI VI DUAL' S SPOUSE. HOWAEVER, THE
RETI REMENT BOARD MAY WAI VE THI S REQUI REMENT | F THE SPOUSE' S
SI GNATURE CANNOT BE OBTAI NED BECAUSE OF EXTENUATI NG Cl RCUMSTANCES.

(4) AN ELECTI ON UNDER THI' S SECTION IS SUBJECT TO THE ELI G BLE
DOMVESTI C RELATI ONS ORDER ACT, 1991 PA 46, MCL 38.1701 TO 38.1711.

(5) I'F THE DEPARTMENT OF MANAGEMENT AND BUDGET RECEI VES
NOTI FI CATI ON FROM THE UNI TED STATES | NTERNAL REVENUE SERVI CE THAT
THI'S SECTI ON OR ANY PORTION OF THI S SECTI ON W LL CAUSE THE
RETI REMENT SYSTEM TO BE DI SQUALI FI ED FOR TAX PURPOSES UNDER THE
| NTERNAL REVENUE CODE, THEN THE PORTI ON THAT WLL CAUSE THE
DI SQUALI FI CATI ON DOES NOT APPLY.

(6) FOR A QUALI FI ED PARTI Cl PANT WHO ELECTS TO TERM NATE
PARTI Cl PATION IN TI ER 2 UNDER SUBSECTI ON (2), THE RETI REMENT SYSTEM
SHALL DI RECT THE STATE TREASURER TO TRANSFER THE QUALI FI ED
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PARTI Cl PANT' S ACCUMJLATED BALANCE TO THE APPROPRI ATE FUND CREATED
UNDER SECTI ON 11 ON OR BEFORE THE EXPI RATI ON OF 120 DAYS AFTER THE
EFFECTI VE DATE OF THE AVENDATORY ACT THAT ADDED THI S SECTI ON. THE
RETI REMENT SYSTEM SHALL CALCULATE THE AMOUNT TO BE TRANSFERRED,
VWH CH SHALL BE EQUAL TO THE SUM OF THE FOLLOW NG

(A) THE PORTI ON OF THE PARTI Cl PANT' S ACCUMJLATED BALANCE
ATTRI BUTABLE TO EMPLOYEE CONTRI BUTI ONS AND EARNI NGS ON THOSE
CONTRI BUTI ONS, | F ANY, AS OF THE DATE OF TRANSFER, TO THE
EMPLOYEE' S SAVI NGS FUND.

(B) THE PORTI ON OF THE PARTI Cl PANT' S ACCUMULATED BALANCE
ATTRI BUTABLE TO EMPLOYER CONTRI BUTI ONS AND EARNI NGS ON THOSE
CONTRI BUTI ONS, | F ANY, AS OF THE DATE OF TRANSFER, TO THE
EMPLOYER S ACCUMULATI ON FUND.
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