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HOUSE BILL No. 6250

June 21, 2006, Introduced by Reps. Bieda, Wenke, Espinoza, Condino, Mayes, Byrnes,
Lipsey, Donigan, Hopgood, Alma Smith, Polidori, Virgil Smith, Vagnozzi, Zelenko,
Lemmons, Jr., Miller, Leland, Gillard, Sak, Clemente, Tobocman, Wojno, Gleason,
Plakas, Hood, Meisner, Hunter, Accavitti, Clack, Gonzales, Anderson, Byrum, Nofs,
Meyer, Gaffney, Stewart, Waters, McDowell, Kolb, Shaffer and Lemmons, 111 and
referred to the Committee on Commerce.

A bill to provide a retirenent systemto increase access to
retirement plans for small business enpl oyees; and to provide
certain duties of certain state agenci es.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 1. This act shall be known and nay be cited as the "M
retirement program act".

Sec. 2. As used in this act:

(a) "Account" means an account in a plan established under
this act.

(b) "Account owner" neans the participant, forner participant,
or designated beneficiary who owns the account in a plan
establ i shed under this act.

(c) "Conpensation” neans renuneration paid to a partici pant
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for services rendered to his or her enployer, as stated in the plan
docunent .

(d) "Departnent” neans the departnent of managenent and
budget .

(e) "Designated beneficiary" neans an individual nom nated by
a participant or a fornmer participant under section 9 to receive a
di stribution of the participant's account bal ance in the event of
death in the manner prescribed in section 10.

(f) "Enpl oyer” neans an enployer that pays a partici pant
conpensation, including a self-enployed individual. The eligibility
requi renents of an enployer to participate in the plan are stated
in the plan docunent. Enployer participation in the retirenent plan
establ i shed under this act is voluntary.

(g) "Former participant” neans an individual who was a
partici pant and who term nates the enploynent upon which his or her
participation is based for any reason

(h) "Participant” means an individual who is a participant in
t he pl an.

(i) "Plan" neans the retirenent plan or plans established by
t he departnent of nanagenent and budget director pursuant to the
internal revenue code that is available to eligible participants
under this act.

(j) "Plan document"” means the document that contains the
provi sions and procedures of the plan in conformty with this act
and the internal revenue code.

(k) "Treasurer" means the treasurer of this state.

Sec. 3. (1) It is the intent of the legislature that the M

06428' 06 MRM



© 00 N o o B~ wWw N P

N NN N N N NN PR P P P R R P R Rk
N~ o o0 A WN P O ©O 00N O O~ WDN P O

3

retirement plan will be transferred to a private or nonprofit
entity no later than 5 years after the effective date of this act.

(2) The departnent director shall adm nister any plan under
this act and is the sole fiduciary of any plan under this act. The
departnment director may appoint an advisory board to assist the
departnent director.

(3) The departnent director shall determ ne the provisions and
procedures of the plan in conformty with this act and the interna
revenue code.

(4) The departnent director has the exclusive authority and
responsibility to enploy or contract with personnel and for
services that the departnent director determ nes necessary for the
proper adm nistration of and investnment of plan assets, including,
but not limted to, managerial, professional, legal, clerical,
technical, adm nistrative personnel or services, and personnel or
services to assist with the transition of responsibility to a
private or nonprofit entity.

Sec. 4. A participant, fornmer participant, or designated
beneficiary who believes the plan docunent has been viol ated can
appeal, as stated in the plan docunent.

Sec. 5. Each participant, former participant, and designated
beneficiary shall direct the investnment of the individual's
accumrul ated enpl oyer and enpl oyee contributions and earnings to 1
or nore investnment choices within avail abl e categories of
i nvestnments provided by the departnent director, in consultation
with the treasurer.

Sec. 6. The administrative expenses of any plan shall be paid
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by the participants, former participants, and desi gnated
beneficiaries who have not closed their accounts in the manner
stated in the plan docunent.

Sec. 7. (1) This section is subject to section 8.

(2) A participant's enployer may contribute to the
participant's account an anmount equal to a percent of the
partici pant's conpensation or a dollar anmount, as stated in the
pl an docunent.

(3) Aparticipant may periodically elect to contribute up to a
set percentage of his or her conpensation or a dollar anmount to his
or her account, as stated in the plan docunent. The participant's
enpl oyer may nake an additional contribution to the participant's
account, as stated in the plan docunent.

Sec. 8. A participant is imrediately 100% vested in his or her
contributions made to the account. Except as otherw se provided in
this section, a participant shall vest in the enployer
contributions made on his or her behalf to the account according to
t he schedul e stated in the plan docunent.

Sec. 9. Pursuant to the plan docunent and conformity with this
act and the internal revenue code, a participant or forner
participant may nomnate 1 or nore individuals as a designated
beneficiary by filing a notice of nomnation as stated in the plan
docunent .

Sec. 10. (1) A participant is eligible to receive distribution
of his or her account bal ance upon becom ng a fornmer participant as
stated in the plan docunent.

(2) Upon the death of a participant or fornmer participant, the
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account bal ance of that deceased participant is considered to

bel ong to the designated beneficiary, if any, of that deceased
participant. If a valid nom nation of a designated beneficiary is
not on file, the plan, in a lunp sumdistribution, shall distribute
t he account balance to the legal representative, if any, of the
deceased participant or, if there is no |egal representative, to

t he deceased participant's estate as stated in the plan docunent.
If neither the beneficiary nor the estate can be | ocated and
reasonabl e attenpts to |ocate the beneficiary or the estate have
been made, the account bal ance shall be escheated to the departnent
of treasury, as stated in the plan docunent.

(3) Aforner participant or designated beneficiary may elect 1
or a conbination of several of the nethods of distribution of the
account bal ance as stated in the plan docunent and to the extent
al l oned by federal I|aw

Sec. 11. (1) This act does not create and shall not be
construed to create any obligation upon this state or any agency or
instrunmentality of this state to nake any guarantee for the benefit
of an account owner or designated beneficiary.

(2) Al docunents used in connection with a contribution to an
account shall clearly indicate that the account is not insured by
this state and that the noney deposited into and investnent return
earned on an account are not guaranteed by this state.

Sec. 12. It is the intent of the legislature that the
departnent may recover admnistrative costs that are appropriated
for start-up adm nistration of this plan by chargi ng an

adm nistrative fee to participants in the sane manner as descri bed
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in section 6. It is the intent of the legislature that the
departnment reinburse the general fund for the cost of the start-up
adm ni strative costs fromthe proceeds of the adm nistrative fee
charged to partici pants.

Sec. 13. This section is enacted pursuant to section 401(a) of
the internal revenue code, 26 USC 401, that inposes certain
adm ni strative requirenents and benefit limtations for qualified
pl ans. This state intends that any plan adm ni stered under this act
be 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 organi zation under section 501 of the internal revenue code,
26 USC 501. The departnent director shall adm nister any plans
created under this act to fulfill this intent.

Sec. 14. Al plans adm ni stered under this act shall contain a
provi sion that the enployer, the participant, and all designated
beneficiari es agree and understand that this state is acting as a
pl an adm nistrator and no liability shall accrue fromthis state to
any enpl oyer, participant, or designated beneficiary because of any
action taken in the adm nistration of any plan adm nistered under
this act.

Sec. 15. If the departnent determ nes that the plan should be
term nated, the departnent shall term nate the plan and pay the
account bal ances as stated in the plan docunent.

Sec. 16. This act shall be construed liberally to effectuate
the legislative intent, the purposes of the act, and as conplete
and i ndependent authority for the perfornmance of each and every act

and thing authorized in the act, and all powers granted in the act
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1 shall be broadly interpreted to effectuate such intent and purposes

2 and not as to limtation of powers.
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