SENATE SUBSTI TUTE FOR HOUSE SUBSTI TUTE FOR
SENATE BI LL NO. 1227

A bill to amend 1980 PA 300, entitled
"The public school enployees retirenment act of 1979,"
by amendi ng sections 4, 25, 26, 41, 42, 43c, 61, 81, 86, 87, and 91
(MCL 38.1304, 38.1325, 38.1326, 38.1341, 38.1342, 38.1343c,
38.1361, 38.1381, 38.1386, 38.1387, and 38.1391), section 4 as
amended by 2008 PA 354, sections 25 and 26 as anended by 1997 PA
143, section 41 as anmended by 2007 PA 15, section 42 as anended by
1996 PA 268, section 43c as anended by 1998 PA 213, section 61 as
anended by 2006 PA 158, section 81 as anmended by 1989 PA 194, and
section 91 as anmended by 2007 PA 110, and by addi ng sections 41b,
43e, 81b, 81c, and 92a and article 7.

THE PEOPLE OF THE STATE OF M CH GAN ENACT
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Sec. 4. (1) "Conmpound interest” neans interest conpounded
annually on July 1 on the contributions on account as of the
previous July 1 and conputed at the rate of investnent return
det ermi ned under section 104a(1l) for the last conpleted state
fiscal year.

(2) "Contributory service" neans credited service other than
noncontri butory service.

(3) "Deferred nmenber” nmeans a nenber who has ceased to be a
publ i ¢ school enployee and has satisfied the requirenents of
section 82 for a deferred vested service retirenent allowance.

(4) "Departnent" neans the departnent of TECHNOLOGY,
managenent, and budget.

(5) "Designated date" means Septenber 30, 2006.

(6) "Direct rollover"” nmeans a paynent by the retirenent system
to the eligible retirenent plan specified by the distributee.

(7) "Distributee" includes a nenber or deferred nenber.
Distributee also includes the nenber's or deferred nenber's
surviving spouse or the nenber's or deferred nenber's spouse or
former spouse under an eligible donestic relations order, with
regard to the interest of the spouse or fornmer spouse.

(8) Beginning January 1, 2002, except as otherw se provided in
this subsection, "eligible retirenment plan” neans 1 or nore of the
fol | ow ng:

(a) An individual retirenment account described in section
408(a) of the internal revenue code, 26 USC 408.

(b) An individual retirenment annuity described in section

408(b) of the internal revenue code, 26 USC 408.
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(c) An annuity plan described in section 403(a) of the
i nternal revenue code, 26 USC 403.

(d) Aqualified trust described in section 401(a) of the
i nternal revenue code, 26 USC 401

(e) An annuity contract described in section 403(b) of the
i nternal revenue code, 26 USC 403.

(f) An eligible plan under section 457(b) of the internal
revenue code, 26 USC 457, which is maintained by a state, politica
subdi vi sion of a state, or an agency or instrunmentality of a state
or political subdivision of a state and which agrees to separately
account for amounts transferred into such eligible plan under
section 457(b) of the internal revenue code, 26 USC 457, fromthis
retirement system that accepts the distributee' s eligible rollover
di stribution. However, in the case of an eligible rollover
distribution to a surviving spouse, an eligible retirenent plan
means an individual retirement account or an individual retirenent
annuity descri bed above.

(g) Beginning January 1, 2008, except as otherw se provided in
this subsection, "eligible retirenment plan” neans a Roth individual
retirement account as described in section 408A of the interna
revenue code, 26 USC 408A.

(9) Beginning January 1, 2007, "eligible rollover
di stribution" nmeans a distribution of all or any portion of the
bal ance 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 life expectancy of the

distributee or the joint lives or joint |ife expectancies of the
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distributee and the distributee's designated beneficiary.

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

(c) Adistribution to the extent that the distribution is
requi red under section 401(a)(9) of the internal revenue code, 26
USC 401.

(d) The portion of any distribution that is not includable in
federal gross incone, except to the extent such portion of the
distribution is paid to any of the foll ow ng:

(1) An individual retirenment account or annuity described in
section 408(a) or 408(b) of the internal revenue code, 26 USC 408.
(i) A qualified plan described in section 401(a) of the
i nternal revenue code, 26 USC 401, or an annuity contract described
in section 403(b) of the internal revenue code, 26 USC 403, and the

pl an providers agree to separately account for the anounts paid,

i ncluding any portion of the distribution that is includable in
federal gross incone, and the portion of the distribution which is
not so includabl e.

(10) "Enpl oyee organi zation professional services |eave" or
"professional services |eave" neans a | eave of absence that is
renewed annually by the reporting unit so that a nenber may accept
a position with a public school enployee organization to which he
or she bel ongs and which represents enpl oyees of a reporting unit
in enpl oynent matters. The nenber shall be included in nmenbership
of the retirenment systemduring a professional services |eave if
all of the conditions of section 71(5) and (6) are satisfied.

(11) "Enpl oyee organi zati on professional services rel eased

time" or "professional services released tinme" neans a portion of
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t he school fiscal year during which a nenber is released by the
reporting unit fromhis or her regularly assigned duties to engage
in enploynent matters for a public school enployee organization to
whi ch he or she bel ongs. The nmenber's conpensation received or
service rendered, or both, as applicable, by a nenber while on

prof essi onal services released tinme shall be reportable to the
retirement systemif all of the conditions of section 71(5) and (6)
are sati sfi ed.

(12) "Final average conpensation" nmeans the aggregate anount
of a menber's conpensation earned within the averaging period in
whi ch t he aggregate anount of conpensation was hi ghest divided by
t he menber's nunber of years, including any fraction of a year, of
credited service during the averaging period. The averagi ng peri od
shal | be 36 consecutive cal endar nonths if the nenber contributes
to the nmenber investnent plan EXCEPT FOR A MEMBER WHO CONTRI BUTES
TO THE MEMBER | NVESTMENT PLAN AND FI RST BECAME A MEMBER ON OR AFTER
JULY 1, 2010; otherw se, the averagi ng period shall be 60
consecutive cal endar nonths. A MEMBER WHO CONTRI BUTES TO THE MEMBER
| NVESTMENT PLAN AND FI RST BECAME A MEMBER ON OR AFTER JULY 1, 2010
SHALL ALSO HAVE AN AVERAG NG PERI OD OF 60 CONSECUTI VE CALENDAR
MONTHS. If the nenber has less than 1 year of credited service in
t he averagi ng period, the nunber of consecutive cal endar nonths in
t he averagi ng period shall be increased to the | owest number of
consecutive cal endar nonths that contains 1 year of credited
servi ce.

(13) "Health benefits" neans hospital, medical-surgical, and

sick care benefits and dental, vision, and hearing benefits for
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retirants, retirenent allowance beneficiaries, and heal th i nsurance
dependents provi ded pursuant to section 91.

(14) "Internal revenue code" nmeans the United States internal
revenue code of 1986.

(15) "Long-term care insurance" neans group insurance that is
authorized by the retirenent systemfor retirants, retirenment
al | owance beneficiaries, and health i nsurance dependents, as that
termis defined in section 91, to cover the costs of services
provided to retirants, retirenent all owance beneficiaries, and
heal t h i nsurance dependents, from nursing honmes, assisted |iving
facilities, hone health care providers, adult day care providers,
and other simlar service providers.

(16) "Menmber investnent plan" nmeans the program of nenber
contributions described in section 43a.

Sec. 25. (1) The board shall have only the rights, authority,
and discretion in the proper discharge of its duties provided in
this act and fornmer 1945 PA 136.

(2) The retirenment board may promrul gate rules pursuant to the
adm ni strative procedures act of 1969, 1969 PA 306, MCL 24.201 to
24.328, for the inplenmentation and adm nistration of this act. THE
RETI REMENT BOARD SHALL NOT PROMULGATE RULES FOR THE ESTABLI SHVENT,
| MPLEMENTATI ON, ADM NI STRATI ON, OPERATI ON, | NVESTMENT, OR
DI STRIBUTION OF A TIER 2 RETI REMENT PLAN.

Sec. 26. (1) THI S SECTI ON DOES NOT APPLY TO TI ER 2.

(2) ¢bH—The state treasurer shall be treasurer of the
retirement system and shall have investnment authority, including

t he custodi anship of the funds of the retirenent system and shal
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have fiduciary responsibility with regard to the investnent of
funds of the retirenment system

(3) (&—The state treasurer shall deposit the funds of the
retirement systemin the same nmanner and subject to the |aw
governing the deposit of state funds by the treasurer. Incone
earned by the retirenent systemis funds shall be credited to the
respective reserves under this act that earned the incone.

Sec. 41. (1) The annual |evel percentage of payroll
contribution rate to finance benefits being provided and to be
provi ded by the retirement systemshall be determ ned by actuaria
val uati on pursuant to subsection (2) upon the basis of the risk
assunptions that the retirenment board and the departnent adopt
after consultation with the state treasurer and an actuary. An
annual actuarial valuation shall be made of the retirenent system
in order to determine the actuarial condition of the retirenent
system and the required contribution to the retirenment system An
annual actuarial gain-loss experience study of the retirenent
system shall be nade in order to determine the financial effect of
vari ations of actual retirenent system experience from projected

experi ence.

valuation—EXxcept as otherw se provided in this subsection, the

contribution rate for ether—benefits shall be conputed using an
i ndi vi dual projected benefit entry age normal cost nethod of

val uati on. Except as otherwi se provided in this section, for the
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1995-96 state fiscal year and for each subsequent fiscal year, the
contribution rate for health benefits provided under section 91
shal | be conputed using a cash di sbursenent nethod. For each fisca
year after the fiscal year in which the actuarial accrued liability
for health benefits under section 91 is at |east 100% funded by the
heal t h advance fundi ng subaccount created under section 34(2), the
contribution rate for health benefits provided under section 91
shal |l be computed using an individual projected benefit entry age
normal cost nethod of valuation. The contribution rate for service
likely to be rendered in the current year, the normal cost
contribution rate, shall be equal to the aggregate anpunt of

i ndi vi dual projected benefit entry age normal costs divided by 1%
of the aggregate anount of active nenbers' val uation conpensati on.
Except as ot herw se provided under this subsection, the
contribution rate for unfunded service rendered before the

val uation date, the unfunded actuarial accrued liability
contribution rate, shall be the aggregate anmount of unfunded
actuarial accrued liabilities divided by 1% of the actuari al
present val ue over a period not to exceed 50 years of projected
val uati on conpensati on, where unfunded actuarial accrued
liabilities are equal to the actuarial present value of benefits,

reduced by the actuarial present value of future normal cost

contributions and the actuarial value of assets on the val uati on

date. For the 2006-2007 state fiscal year, the contribution rate
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conpensation.

(3) Before Novenber 1 of each year, the executive secretary of
the retirenment board shall certify to the director of the
departnent the aggregate conpensation estimated to be paid public
school enployees for the current state fiscal year

(4) On the basis of the estimte under subsection (3), the
annual actuarial valuation, and any adjustnent required under
subsection (6), the director of the departnent shall conpute the
sum due and payable to the retirenment systemand shall certify this
anount to the reporting units.

(5) The reporting units shall make paynment of the anmpbunt
certified under subsection (4) to the director of the departnent in
12 equal nonthly installnments.

(6) Not later than 90 days after term nation of each state
fiscal year, the executive secretary of the retirenent board shal
certify to the director of the departnment and each reporting unit
t he actual aggregate conpensation paid to public school enployees
during the preceding state fiscal year. Upon receipt of that
certification, the director of the departnment shall conpute any
adjustnment required to the anbunt due to a difference between the
esti mated and the actual aggregate conpensation and the estinmated
and the actual actuarial enployer contribution rate. The
difference, if any, shall be paid as provided in subsection (9).
Thi s subsection does not apply in a fiscal year in which a deposit
occurs pursuant to subsection (14).

(7) The director of the departnent nmay require evidence of

correctness and may conduct an audit of the aggregate conpensation
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that the director of the departnment considers necessary to
establish its correctness.

(8) Areporting unit shall forward enpl oyee and enpl oyer
soci al security contributions and reports as required by the
federal old-age, survivors, disability, and hospital insurance
provisions of title Il of the social security act, chapter 531, 49
Stat. 620, 42 USC 401 to 405, 406 to 418, 420 to 423, 424a to 426-
1, and 427 to 433.

(9) For an enpl oyer of an enployee of a local public school
district or an internedi ate school district, for differences
occurring in fiscal years beginning on or after Cctober 1, 1993, a
m ni mum of 20% of the difference between the estimted and the
actual aggregate conpensation and the estimted and the actua
actuarial enployer contribution rate described in subsection (6),
if any, shall be paid by that enployer in the next succeeding state
fiscal year and a m ni num of 25% of the renaining difference shal
be paid by that enployer in each of the following 4 state fiscal
years, or until 100% of the remaining difference is submtted,
whi chever first occurs. For an enployer of other public school
enpl oyees, for differences occurring in fiscal years beginning on
or after Cctober 1, 1991, a mninum of 20% of the difference
bet ween the estimated and the actual aggregate conpensation and the
esti mated and the actual actuarial enployer contribution rate
described in subsection (6), if any, shall be paid by that enployer
in the next succeeding state fiscal year and a m ni mum of 25% of
the remaining difference shall be paid by that enployer in each of

the following 4 state fiscal years, or until 100% of the remaining
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difference is submtted, whichever first occurs. In addition,
interest shall be included for each year that a portion of the
remai ning difference is carried forward. The interest rate shal
equal the actuarially assunmed rate of investnment return for the
state fiscal year in which paynment is made. This subsection does
not apply in a fiscal year in which a deposit occurs pursuant to
subsection (14).

(10) Beginning on the designated date, all assets held by the
retirement systemshall be reassigned their fair market val ue, as
determ ned by the state treasurer, as of the designated date, and
in calculating any unfunded actuarial accrued liabilities, any
mar ket gains or |osses incurred before the designated date shal
not be considered by the retirenent systenl s actuari es.

(11) Begi-nnrirg—EXCEPT AS OTHERW SE PROVIDED IN THI' S
SUBSECTI ON, BEAQ NNI NG on the desi gnated date, the actuary used by
the retirenment board shall assune a rate of return on investnents
of 8.00% per annum as of the designated date, which rate may only
be changed with the approval of the retirenment board and the
director of the departnment. BEG NNING ON JULY 1, 2010, THE ACTUARY
USED BY THE RETI REMENT BOARD SHALL ASSUME A RATE OF RETURN ON
| NVESTMENTS OF 7. 00% PER ANNUM FOR | NVESTMENTS ASSCOCI ATED W TH
MEMBERS VWHO FI RST BECAME MEMBERS ON AND AFTER JULY 1, 2010, VWH CH
RATE MAY ONLY BE CHANGED W TH THE APPROVAL OF THE RETI REMENT BQARD
AND THE DI RECTOR OF THE DEPARTMENT

(12) Beginning on the designated date, the value of assets
used shall be based on a nethod that spreads over a 5-year period

the difference between actual and expected return occurring in each
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year after the designated date and such net hodol ogy may only be
changed with the approval of the retirenment board and the director
of the departnent.

(13) Beginning on the designated date, the actuary used by the
retirement board shall use a salary increase assunption that
proj ects annual salary increases of 4% In addition to the 4% the
retirement board shall use an additional percentage based upon an
age-related scale to reflect merit, longevity, and pronotiona
salary increase. The actuary shall use this assunption until a
change in the assunption is approved in witing by the retirenent
board and the director of the departnent.

(14) For fiscal years that begin on or after Cctober 1, 2001,
if the actuarial valuation prepared pursuant to this section
denonstrates that as of the beginning of a fiscal year, and after
all credits and transfers required by this act for the previous
fiscal year have been nade, the sum of the actuarial val ue of
assets and the actuarial present value of future normal cost
contributions exceeds the actuarial present value of benefits, the
anount based on the annual |evel percent of payroll contribution
rate pursuant to subsections (1) and (2) nmay be deposited into the
heal t h advance fundi ng subaccount created by section 34.

(15) Notwi thstanding any other provision of this act, if the
retirement board establishes an arrangenment and fund as descri bed
in section 6 of the public enployee retirenment benefit protection
act, the benefits that are required to be paid fromthat fund shal
be paid froma portion of the enployer contributions described in

this section or other eligible funds. The retirenment board shal
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determ ne the amount of the enployer contributions or other
eligible funds that shall be allocated to that fund and deposit
that amount in that fund before it deposits any renmining enployer
contributions or other eligible funds in the pension fund.

SEC. 41B. (1) BEGA NNING JULY 1, 2010, THE RETI REMENT SYSTEM
MAY DETERM NE A SEPARATE EMPLOYER CONTRI BUTI ON RATE FOR MEMBERS WHO
FI RST BECAME A MEMBER ON OR AFTER JULY 1, 2010. EXCEPT AS PROVI DED
IN THI S SECTI ON, THE RETI REMENT SYSTEM SHALL DETERM NE THE SEPARATE
EMPLOYER CONTRI BUTI ON RATE I N THE MANNER PRESCRI BED | N SECTI ON 41.

(2) TO THE EXTENT AND UPON APPROVAL BY THE | NTERNAL REVENUE
SERVI CE, THE RETI REMENT SYSTEM FOR THE TIER 1 PLAN AND THE PLAN
ADM NI STRATOR FOR THE TI ER 2 PLAN NMAY ALSO DETERM NE THE EXTENT TO
VWH CH SOVE OR ALL OF THE | NDI VI DUALS PERFORM NG SERVI CES FOR AN
ENTI TY NOT PARTI Cl PATI NG I N THE RETI REMENT SYSTEM THAT RECEI VES ANY
FUNDI NG FROM THE STATE SCHOOL Al D FUND ESTABLI SHED I N SECTI ON 11 OF
ARTI CLE | X OF THE STATE CONSTI TUTI ON OF 1963 MAY PARTI Cl PATE I N THE
TIER 1 AND TI ER 2 PLANS.

Sec. 42. (1) Beginning with the 1994-95 state fiscal year, a
reporting unit shall contribute the entire percentage, determ ned
under section 41(2), of the aggregate annual conpensation of al
enpl oyees who are nenbers under the noncontributory plan as
provi ded by section 63 to the reserve for enployer contributions
and to the reserve for health benefits. The reporting unit
contribution under this subsection is the exclusive obligation of
the reporting unit payable out of general budget resources of the
reporting unit, including funds avail able under local mllage and

other | ocal resources and fromthe state school aid allocation to
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the reporting unit, and shall not be a separate obligation by
speci fic reinmbursenment or otherwi se of this state.

(2) As authorized by resolution or other enabling act of its
governi ng body, the enployer shall pick up all contributions of a
menber made pursuant to section 43a for all conpensation paid on or
after January 1, 1987 and reported to the retirenent system
Al t hough considered contributions of a nenber for certain purposes
under this act, all contributions picked up shall be treated as
paid by the enployer in lieu of contributions by the enpl oyee.
Contributions picked up as provided in this subsection shall be
paid fromthe sanme source of funds that is used for paying
conpensation to the nmenber. The enpl oyer may pick up these
contributions by either a reduction to the nmenber's cash salary, an
of fset against a future salary increase, or a conbination of a
reduction in salary and offset against a future salary increase.
Thi s subsection does not apply, and the enployer shall not deduct,
offset, or remt contributions, until the departnent receives
notification fromthe United States internal revenue service that
contributions picked up shall not be included as gross incone of
the nenber until they are distributed or made avail able to the
menber, retirant, retirenent allowance beneficiary, or refund
beneficiary.

(3) The enployer shall deduct froma nenber's conpensation the
contributions for social security provided i n Act—No—205o6f the
Public—Acts—of 1951, beingseections—38-851t6-38-871 of the
M-chi-gan—Conpiled—taws—1951 PA 205, MCL 38.851 TO 38.871.

Contributions shall be made while the nmenber remains a public
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school enpl oyee. Each reporting unit official shall deduct the
soci al security contributions fromthe conpensati on of each nenber
for each payroll period after the date the enpl oyee beconmes a
menber. Social security contributions shall be nmade notw t hstandi ng
t hat the m ni mum conpensati on provided by |aw is changed. Each
nmenber is considered to have agreed to the contributions prescribed
in this subsection

(4) Each reporting unit official shall forward nmenber
Favestrent—plan—contributions to the retirenent system ponthlby—ON
A SCHEDULE AND | N A MANNER DETERM NED BY THE RETI REMENT SYSTEM

(5) Each reporting unit official shall forward the entire
enpl oyer contribution required by this act to the retirenment system
mont-hly—ON A SCHEDULE AND I N A MANNER DETERM NED BY THE RETI REMENT
SYSTEM

(6) By Januvary 11 —Aprit—11— July 11—and October11 of each
year—each—reporting—unit—officialshallfile wth the executive

 buti ’ . W . . _ EACH
REPORTI NG UNIT OFFI CI AL SHALL SUBM T TO THE RETI REMENT SYSTEM A

REPORT THAT | NCLUDES THE | NFORVATI ON FOR RETI REMENT PURPOSES,
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I NCLUDI NG BUT NOT LIMTED TO PERSONS EMPLOYED, RETI RANTS
PERFORM NG SERVI CES AT A REPORTI NG UNI T WHO ARE EMPLOYED BY AN
ENTI TY OTHER THAN THE REPORTI NG UNI T OR WHO ARE | NDEPENDENT
CONTRACTORS, WAGES OR AMOUNTS PAI D, HOURS, AND CONTRI BUTI ONS
REQUI RED UNDER THI S ACT. THE REPORT SHALL CONTAI N THE | NFORVATI ON
ON A PAY PERI OD BASI S AND SHALL BE SUBM TTED TO THE RETI REMENT
SYSTEM ON A SCHEDULE AND I N A MANNER DETERM NED BY THE RETI REMENT
SYSTEM THE SUPERI NTENDENT FOR A REPORTING UNNT OR THE CHI EF
ADM NI STRATOR FOR A REPORTI NG UNI T THAT DOES NOT HAVE A
SUPERI NTENDENT SHALL COMPLETE AN ANNUAL CERTI FI CATI ON THAT d VES
AUTHORI ZATI ON FOR THE EMPLOYEES OF THE REPORTI NG UNI T TO REPORT THE
| NFORMATI ON TO THE RETI REMENT SYSTEM

(7) I'f areporting unit fails to submt a report or
contributions, or both, according to the schedul e established by
the retirenent board, a |ate fee shall be paid by the reporting
unit. If the remttance of contributions is late, the late fee
shall include interest for each day that the remttance of
contributions is late. The retirenment board periodically my
establish the late fee, which shall not be |ess than $25. 00, and
i nterest charges, which shall not be | ess than 6% per annum |F A
REPORTI NG UNI T FAI LS TO CORRECT ERRORS ON A REPORT BEFORE THE
ERRORS ARE DI SCOVERED BY THE RETI REMENT SYSTEM OR | F SUCH ERRORS
ARE | NTENTI ONAL, THE REPORTI NG UNIT SHALL PAY THE LATE FEE AND
| NTEREST CHARGES AS DESCRIBED IN TH S SUBSECTI ON FOR EACH DAY THAT
THE REPORT IS I N ERROR, UNLESS REASONABLE CAUSE IS SHOWN TO THE
SATI SFACTI ON OF THE RETI REMENT SYSTEM

(8) Upon witten notice fromthe retirement board, the
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superi ntendent of public instruction and the state treasurer shal
wi t hhol d paynent of state funds, in part or in whole, payable from
the state school aid appropriation or higher education
appropriations to a reporting unit that fails to conply with this
secti on.

Sec. 43c. A nenber OTHER THAN A MEMBER WHO FI RST BECAME A
MEMBER ON OR AFTER JULY 1, 2010 who contributes to the nmenber
i nvestnment plan, or the retirenment allowance beneficiary of that
menber, shall be entitled to all of the foll ow ng:

(a) A 36-nonth averaging period for the conputation of fina
aver age conpensation, as provided in section 4.

(b) An annual increase in the retirenent allowance. The first
increase will occur on the first October 1 that is at least 1 full
year after the effective date of the retirenent allowance
Subsequent annual increases will occur on Cctober 1 of each
subsequent year. The anount 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 subdivision.
However, if the retirement allowance is being paid under section
85(2), the increase shall be based on the retirenent allowance that
woul d have been paid under the payment option selected by the
menber under section 85(1).

(c) The credited service eligibility requirenment applicable to
the survivor benefits provided in section 89 shall be reduced as
foll ows:

(1) The 15 years of credited service requirenment shall be 10

years.
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(ii) The 10 years of credited service requirenent shall be 5
years.

SEC. 43E. (1) EXCEPT AS OTHERW SE PROVI DED I N THI S SECTI ON,
BEG NNI NG JULY 1, 2010, EACH MEMBER SHALL CONTRI BUTE 3% OF THE
MEMBER S COMPENSATI ON TO THE APPROPRI ATE FUNDI NG ACCOUNT
ESTABLI SHED UNDER THE PUBLI C EMPLOYEE RETI REMENT HEALTH CARE
FUNDI NG ACT. FOR THE SCHOOL FI SCAL YEAR THAT BEG NS JULY 1, 2010,
VMEMBERS WHO WERE EMPLOYED BY A REPCRTI NG UNI T AND WERE PAI D LESS
THAN $18, 000. 00 I N THE PRI OR SCHOOL FI SCAL YEAR AND MEMBERS WHO
VWERE H RED ON OR AFTER JULY 1, 2010 WTH A STARTI NG SALARY LESS
THAN $18, 000. 00 SHALL CONTRI BUTE 1.5% OF THE MEMBER S COVPENSATI ON
TO THE APPROPRI ATE FUNDI NG ACCOUNT ESTABLI SHED UNDER THE PUBLI C
EMPLOYEE RETI REMENT HEALTH CARE FUNDI NG ACT. FOR EACH SCHOOL FI SCAL
YEAR THAT BEG NS ON OR AFTER JULY 1, 2011, MEMBERS WHOSE YEARLY
SALARY | S LESS THAN $18, 000. 00 SHALL CONTRI BUTE 3% OF THE MEMBER S
COVPENSATI ON TO THE APPROPRI ATE FUNDI NG ACCOUNT ESTABLI SHED UNDER
THE PUBLI C EMPLOYEE RETI REMENT HEALTH CARE FUNDI NG ACT. THE MEMBER
CONTRI BUTI ONS SHALL BE DEDUCTED BY THE EMPLOYER AND REM TTED AS
EMPLOYER CONTRI BUTI ONS | N A MANNER THAT THE RETI REMENT SYSTEM SHALL
DETERM NE.

(2) AS USED IN THI' S ACT, "FUNDI NG ACCOUNT" MEANS THE
APPROPRI ATE | RREVOCABLE TRUST CREATED I N THE PUBLI C EMPLOYEE
RETI REMENT HEALTH CARE FUNDI NG ACT FOR THE DEPCSI T OF FUNDS AND THE
PAYMENT OF RETI REMENT HEALTH CARE BENEFI TS.

Sec. 61. (1) Except as otherwi se provided in this section, if
aretirant is receiving a retirenent allowance other than a

di sability all owance payabl e under this act or under forner 1945 PA
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136, on account of either age or years of personal service
performed, or both, and becones enpl oyed by a reporting unit, the
foll owi ng shall take place:

(a) The retirant shall not be entitled to a new final average
conpensation or additional service credit under this retirenent
system unl ess additional service is perforned equivalent to 5 or
nore years of service credit or, if the retirant has contributed to
t he menber investnent plan, the equivalent of 3 or nore years of
service credit. The retirant may elect to have the retirenent
al | owance reconput ed based on the added credit or the final average
conpensation resulting fromthe added service, or both. A
retirement allowance shall not be reconmputed until the retirant
pays into the retirenment system an anount equal to the retirant's
new final average conpensation nultiplied by the percentage
determ ned under section 41(2) for normal cost and unfunded
actuarial accrued liabilities, not including the percentage
required for the funding of health benefits, nmultiplied by the
total service credit in the period in which the retirant's
addi ti onal service was performed.

(b) The retirant's retirenent allowance shall be reduced by
the | esser of the anmount that the earnings in a cal endar year
exceed the amount permtted wi thout a reduction of benefits under
the social security act, chapter 531, 49 Stat. 620, or 1/3 of the
retirant's final average conpensation. For purposes of conmputing
al | owabl e earni ngs under this subdivision, the final average

conmpensation shall be increased by 5% for each full year of

retirenent.
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(2) The retirenent systemmay offset retirenent benefits
payabl e under this act against anobunts owed to the retirenent
systemby a retirant or retirenent allowance beneficiary.

(3) Subsection (1) does not apply to a retirant if all of the
foll owi ng circunstances exist:

(a) The retirant is a forner teacher or adm nistrator enployed
in a teaching or research capacity by a university that is
considered a reporting unit for the limted purpose described in
section 7(3).

(b) The retirant is not eligible to use any service or
conpensation attributable to the enpl oynment described in
subdi vision (a) for a reconputation of his or her retirenent
al | owance.

(c) A university that—\WH CH enpl oys a retirant pursuant to
this subsection shall report such enploynment to the retirenent
system by July 1 of each year. The report to be filed shall include
the nane of the retirant, the capacity in which the retirant is
enpl oyed, and the total annual conpensation paid to the retirant.

(4) Until July 1, 2011, subsection (1) does not apply to a
retirant if all of the follow ng circunstances exi st:

(a) The retirant is enployed by a reporting unit that has an
approved energency situation, not including a situation caused by a
| abor dispute, that necessitates the hiring of a retirant in the
capacity of a teacher, principal, stationary engi neer
adm ni strator, or other category as determ ned by the
superi ntendent of public instruction to prevent depriving students

of an education. The chief executive officer or superintendent of
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the school district shall include with the witten notification
docunent ati on showi ng that nore than 8% of all classes in the
district during the 1998-99 school year are taught by full-time
substitute teachers who are not certificated in the subjects or
grade |l evels which they teach. Wthin 30 days after receipt of the
notification and docunentati on under this subdivision, the
departnment of education shall notify the chief executive officer or
superintendent and the retirenment systemof its approval or

di sapproval of the energency situation. If disapproved by the
departnment of education, this subsection does not apply.

(b) The retirant is enployed under an energency situation
described in subdivision (a) for a period not to exceed 6 years.

(c) The retirant is not eligible to use any service or
conpensation attributable to the enpl oynment described in
subdi vision (a) for a reconputation of his or her retirenent
al I owance.

(5) O©r—orbeforeJuly—1,—1999, the THE state superintendent of
public instruction shall conpile a listing of critical shortage
di sciplines. This listing shall be updated annually.

(6) Until July 1, 2011, subsection (1) does not apply to a
retirant if all of the follow ng circunstances exist:

(a) The retirant is enployed by a reporting unit that has a
situation, not including a situation caused by a | abor dispute,
that necessitates the hiring of a retirant in an area that has been
identified by the state superintendent of public instruction as a
critical shortage discipline pursuant to subsection (5).

(b) The retirant is enployed under a situation described in
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subdi vision (a) for a period not to exceed 6 years.

(c) The retirant is not eligible to use any service or
conpensation attributable to the enpl oynent described in
subdivision (a) for a reconputation of his or her retirenent
al I owance.

(7) Fheprovisions—of subsections{4)—and-SUBSECTI ON (6) shal
only apply for retirants who have been retired for at |east 12
nont hs before becom ng enpl oyed under this section.

(8) NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S ACT, FOR ANY
RETI RANT WHO RETI RES ON AND AFTER JULY 1, 2010, AND FOLLOW NG A
BONA FI DE TERM NATI ON, | NCLUDI NG NOT WORKI NG | N THE MONTH OF THE
RETI RANT' S RETI REMENT EFFECTI VE DATE, AND WHO BECOVES EMPLOYED BY A
REPORTI NG UNI T AND THE RETI RANT' S AMOUNT OF EARNI NGS | N A CALENDAR
YEAR EXCEEDS 1/3 OF THE RETI RANT' S FI NAL AVERAGE COVPENSATI ON, THE
RETI RANT SHALL FORFEIT H'S OR HER RETI REMENT ALLOMANCE AND THE
RETI REMENT SYSTEM SUBSI DY FOR HEALTH CARE BENEFI TS FROM THE
RETI REMENT SYSTEM FOR AS LONG AS THE RETI RANT | S EMPLOYED AT THE
REPORTI NG UNI T. ANY RETI RANT WHO HAS FORFEI TED THE RETI REMENT
SYSTEM SUBSI DY FOR HEALTH CARE BENEFI TS AND WANTS TO RETAI N HEALTH
CARE BENEFI TS SHALL PAY THE RETI RANT' S AND RETI REMENT SYSTEM S
COSTS FOR SUCH HEALTH CARE BENEFI TS. UPON TERM NATI ON OF EMPLOYMENT
AT THE REPORTI NG UNI T, THE RETI REMENT ALLOMNCE AND HEALTH CARE
BENEFI TS SHALL RESUME W THOUT RECALCULATI ON.

(9) NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S ACT, FOR ANY
RETI RANT WHO RETI RES ON AND AFTER JULY 1, 2010, WHO PERFORMS CORE
SERVI CES AT A REPCORTI NG UNIT AS DETERM NED BY THE RETI REMENT
SYSTEM BUT WHO I S EMPLOYED BY AN ENTITY OTHER THAN THE REPORTI NG
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UNIT OR I'S AN | NDEPENDENT CONTRACTOR, THE RETI RANT SHALL FORFEIT

H S OR HER RETI REMENT ALLOMNCE AND THE RETI REMENT SYSTEM SUBSI DY
FOR HEALTH CARE BENEFI TS FROM THE RETI REMENT SYSTEM FOR AS LONG AS
THE RETI RANT | S PERFORM NG CORE SERVI CES AT THE REPORTI NG UNI T. ANY
RETI RANT WHO HAS FORFEI TED THE RETI REMENT SYSTEM SUBSI DY FOR HEALTH
CARE BENEFI TS AND WANTS TO RETAI N HEALTH CARE BENEFI TS SHALL PAY
THE RETI RANT' S AND RETI REMENT SYSTEM S COSTS FOR SUCH HEALTH CARE
BENEFI TS. UPON TERM NATI ON OF SERVI CES AT THE REPORTI NG UNI T, THE
RETI REMENT ALLOWANCE AND HEALTH CARE BENEFI TS SHALL RESUMVE W THOUT
RECAL CULATI ON.

Sec. 81. (1) A-EXCEPT AS PROVIDED IN SECTION 81C, A nenber who
no |l onger is working as a public school enployee or in any other
capacity for which service credit perforned in this state is
al  owed under this act, upon the nmenber's witten application to
the retirement system shall be entitled to a retirenent all owance
provided for in section 84 if 1 of the follow ng applies:

(a) The menber is 55 years of age or older and has 30 or nore
years of credited service as provided under this act of which at
| east 15 years were served as a public school enployee.

(b) The nmenber is 60 years of age or ol der and has accunul at ed
10 or nore years of credited service as a public school enployee.

(c) The menber is 55 years of age or older and has 15 or nore
years of credited service, but less than 30 years of credited
service of which the last 5 consecutive years are inmredi ately
precedi ng the nmenber's retirenent all owance effective date.

(2) Fer—EXCEPT AS PROVIDED IN SECTION 81C, FOR a nenber who

contributes to the nenber investnent plan, the eligibility
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requi renents of subsection (1) shall be nodified as provided in
section 43b.

SEC. 81B. (1) NOTW THSTANDI NG SECTI ON 81, A MEMBER MAY RETI RE
W TH A RETI REMENT ALLOMNCE COMPUTED ACCCORDI NG TO THI'S SECTION | F
ALL OF THE FOLLOW NG APPLY:

(A) THE MEMBER FI LES A WRI TTEN APPLI CATI ON W TH THE RETI REMENT
BOARD W THI N THE | NCENTI VI ZED RETI REMENT APPLI CATI ON PERI OD STATI NG
A RETI REMENT ALLOWMNCE EFFECTI VE DATE THAT IS ON OR AFTER JULY 1,
2010 BUT NOT LATER THAN SEPTEMBER 1, 2010. A MEMBER MAY W THDRAW A
VWRI TTEN APPLI CATI ON SUBM TTED BY A MEMBER ON OR BEFORE JUNE 11,
2010. A WRI TTEN APPLI CATI ON SUBM TTED BY A MEMBER AND NOT W THDRAWN
ON OR BEFORE JUNE 11, 2010 IS | RREVOCABLE.

(B) ON THE LAST DAY OF THE MONTH | MVEDI ATELY PRECEDI NG THE
RETI REMENT ALLOMNCE EFFECTI VE DATE STATED I N THE APPLI CATI ON, THE
MEMBER S COMBI NED AGE AND LENGTH OF CREDI TED SERVICE | S EQUAL TO OR
GREATER THAN 80 YEARS OR THE MEMBER | S ELI G BLE TO RETI RE UNDER
SECTION 81 WTH A RETI REMENT ALLOWANCE THAT IS NOT SUBJECT TO
REDUCTI ON UNDER SECTI ON 84(2) .

(© THE MEMBER WAS EMPLOYED AS A PUBLI C SCHOOL EMPLOYEE FOR
THE 6- MONTH PERI OD ENDI NG MAY 1, 2010. A MEMBER WHO HAS WORKED I N
THE 6- MONTH PERI OD ENDI NG MAY 1, 2010 AND IS ON LAYOFF OR ON AN
APPROVED LEAVE OF ABSENCE STATUS FROM REPORTI NG UNI T EMPLOYMENT | S
CONSI DERED TO HAVE MET THE EMPLOYMENT REQUI REMENT OF THI S
SUBDI VI SI ON.

(2) UPON H'S OR HER RETI REMENT AS PROVIDED IN THI S SECTIQON, A
VMEMBER WHO RETI RES W TH A RETI REMENT EFFECTI VE DATE ON OR BEFORE
SEPTEMBER 1, 2010 SHALL RECEI VE A RETI REMENT ALLOWANCE EQUAL TO THE
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MEMBER S NUMBER OF YEARS AND FRACTION OF A YEAR OF CREDI TED SERVI CE
MULTI PLI ED BY 1.6% OF THE MEMBER S FI NAL AVERAGE COVPENSATI ON | F
THE FI NAL AVERAGE COWPENSATI ON | S $90, 000. 00 OR LESS AND THE MEMBER
I'S ELIG BLE TO RETI RE UNDER SECTI ON 81 W TH A RETI REMENT ALLOWANCE
THAT 1S NOT SUBJECT TO REDUCTI ON UNDER SECTI ON 84(2). |F THE MEMBER
I'S ELIG BLE TO RETI RE UNDER SECTI ON 81 W TH A RETI REMENT ALLOWANCE
THAT 1S NOT SUBJECT TO REDUCTI ON UNDER SECTI ON 84(2) AND HAS A

FI NAL AVERACE COVPENSATI ON THAT | S GREATER THAN $90, 000. 00, THE
RETI REMENT ALLOMNCE SHALL BE EQUAL TO THE MEMBER S NUMBER OF YEARS
AND FRACTI ON OF A YEAR OF CREDI TED SERVI CE MJLTI PLI ED BY 1. 6% OF

H' S OR HER FI NAL AVERAGE COVPENSATI ON UP TO A FI NAL AVERAGE
COVPENSATI ON OF $90, 000. 00 AND THE REMAI NI NG PORTI ON OF THE

RETI REMENT ALLOMNCE SHALL BE EQUAL TO THE MEMBER S NUMBER OF YEARS
AND FRACTI ON OF A YEAR OF CREDI TED SERVI CE MJLTI PLI ED BY 1. 5% OF
THE PORTI ON OF FI NAL AVERAGE COWPENSATI ON OVER $90, 000. 00. FOR
MEMBERS ELI G BLE UNDER THI S SECTI ON BECAUSE THE MEMBER S COMBI NED
AGE AND LENGTH OF CREDI TED SERVI CE | S EQUAL TO OR GREATER THAN 80
YEARS, UPON H'S OR HER RETI REMENT AS PROVIDED IN TH S SECTI ON, A
MEMBER WHO RETI RES W TH A RETI REMENT EFFECTI VE DATE ON OR BEFCRE
SEPTEMBER 1, 2010 SHALL RECEI VE A RETI REMENT ALLOWANCE EQUAL TO THE
MEMBER S NUMBER OF YEARS AND FRACTION OF A YEAR OF CREDI TED SERVI CE
MULTI PLI ED BY 1.55% OF THE MEMBER S FI NAL AVERAGE COWVPENSATI ON | F
THE FI NAL AVERAGE COWPENSATION IS $90, 000. 00 OR LESS. FOR MEMBERS
ELI G BLE TO RETI RE UNDER THI S SECTI ON BECAUSE THE MEMBER S COVBI NED
AGE AND LENGTH OF CREDI TED SERVI CE | S EQUAL TO OR GREATER THAN 80
YEARS WHOSE FI NAL AVERAGE COVPENSATI ON | S GREATER THAN $90, 000. 00,
THE RETI REMENT ALLOMNCE SHALL BE CALCULATED SO THAT THE MEMBER
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RECEI VES A PORTION OF H' S OR HER RETI REMENT ALLOMWANCE EQUAL TO THE
MEMBER S NUMBER OF YEARS AND FRACTION OF A YEAR OF CREDI TED SERVI CE
MULTI PLI ED BY 1.55% OF HHS OR HER FI NAL AVERAGE COMPENSATI ON UP TO
A FI NAL AVERAGE COWPENSATI ON OF $90, 000. 00 AND THE REMAI NI NG

PORTI ON OF THE RETI REMENT ALLOWANCE SHALL BE CALCULATED AS EQUAL TO
THE MEMBER S NUMBER OF YEARS AND FRACTI ON OF A YEAR OF CREDI TED
SERVI CE MULTI PLI ED BY 1.5% OF THE PORTI ON OF FI NAL AVERAGE
COVPENSATI ON OVER $90, 000. 00.

(3) EXCEPT AS OTHERW SE PROVI DED IN THI S SUBSECTI ON, THE
SUPERI NTENDENT FOR A REPORTI NG UNIT OR THE CH EF ADM NI STRATOR FOR
A REPORTI NG UNI T THAT DOES NOT HAVE A SUPERI NTENDENT MAY EXTEND THE
EFFECTI VE DATE OF RETI REMENT UNDER SUBSECTI ON (1) OF A MEMBER
EMPLOYED BY THAT REPORTI NG UNIT TO A DATE NOT LATER THAN SEPTEMBER
1, 2011. EACH REPORTING UNI T HAVI NG A MEMBER WHO ELECTS TO RETI RE
UNDER THI' S SECTI ON MAY EXTEND THE RETI REMENT EFFECTI VE DATE OF 1
MEMBER UNDER THI'S SECTI ON. UP TO AN ADDI TI ONAL 2, 500 EXTENSI ONS
SHALL BE ALLOTTED TO REPORTI NG UNI TS USI NG A PRO- RATA METHODOLOGY
DETERM NED BY THE RETI REMENT SYSTEM THE RETI REMENT SYSTEM SHALL
NOTI FY REPORTI NG UNI TS OF ANY ADDI TI ONAL EXTENSI ON ALLOTMENTS BY
MAY 22, 2010. TO MAKE AN EXTENSI ON UNDER THI S SUBSECTI ON, THE
SUPERI NTENDENT OR CHI EF ADM NI STRATOR SHALL SUBM T TO THE
RETI REMENT SYSTEM NOTI FI CATI ON OF MEMBERS WHOSE RETI REMENT DATES
THE SUPERI NTENDENT OR CHI EF ADM NI STRATOR W LL EXTEND ALONG W TH
THE WRI TTEN CONCURRENCE OF THE MEMBER ON OR BEFORE JUNE 15, 2010.
THE SUPERI NTENDENT OR CHI EF ADM NI STRATOR SHALL NOT REQUEST, AND
THE RETI REMENT SYSTEM SHALL NOT | MPLEMENT, THE EXTENSI ON OF A
MEMBER THAT EXCEEDS THE NUMBER OF EXTENSI ONS ALLOTTED TO H'S OR HER
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REPORTI NG UNI T.

(4) FOR PURPOSES OF THI'S SECTI ON, "I NCENTI VI ZED RETI REMENT
APPL| CATI ON PERI OD' MEANS THE PERI OD BEGI NNI NG ON THE EFFECTI VE
DATE OF THE AVENDATORY ACT THAT ADDED THI'S SECTI ON AND ENDI NG ON
JUNE 11, 2010.

(5) ANY ADDI TI ONAL COSTS TO THE RETI REVMENT SYSTEM AS A RESULT
OF THE RETI REMENT ALLOWANCE CALCULATI ONS UNDER THI'S SECTI ON SHALL
BE AMORTI ZED OVER A 5- YEAR PERI OD.

SEC. 81C. (1) A MEMBER WHO FI RST BECOMES A MEMBER ON OR AFTER
JULY 1, 2010 WHO NO LONGER |'S WORKI NG AS A PUBLI C SCHOOL EMPLOYEE
OR I N ANY OTHER CAPACI TY FOR WHI CH SERVI CE CREDI T PERFORMED IN THI' S
STATE |'S ALLOAED UNDER THI'S ACT, UPON THE MEMBER S WRI TTEN
APPL| CATI ON TO THE RETI REMENT SYSTEM SHALL BE ENTI TLED TO A
RETI REVENT ALLOWANCE PROVI DED FOR I N SECTI ON 84(1) |F THE MEMBER IS
60 YEARS OF AGE OR OLDER AND HAS ACCUMULATED 10 OR MORE YEARS OF
CREDI TED SERVI CE PURSUANT TO SECTI ON 68 AS A PUBLI C SCHOOL
EMPLOYEE.

(2) THE ELI G BI LI TY REQUI REMENTS OF SUBSECTI ON (1) SHALL NOT
BE MODI FI ED AS PROVI DED | N SECTI ON 43B.

(3) THE REDUCTI ON PROVI DED FOR | N SECTI ON 84(2) SHALL NOT
APPLY TO A PERSON WHO RETI RES PURSUANT TO THI S SECTI ON.

(4) NOTW THSTANDI NG ANY OTHER PROVI SION OF THI'S ACT, A MEMBER
WHO FI RST BECOMES A MEMBER ON OR AFTER JULY 1, 2010 SHALL NOT
PURCHASE OR TRANSFER SERVI CE CREDI T UNDER ARTI CLE 4 AND SHALL NOT
HAVE ANY PURCHASED OR TRANSFERRED SERVI CE CREDI T | NCLUDED I N THE
CALCULATI ON OF A RETI REMENT ALLOWANCE UPON RETI REMENT.

Sec. 86. (1) A nmenber whomthe retirenment board finds to have

VRM



© 00 N o 0o B~ W N P

N NN N N N NN R P P R P P P PRk
N~ o o0 A WON P O O 0N OO 0o~ WOWDN P+ O

28

becone totally and permanently di sabled for purposes of enploynent
by his or her reporting unit by reason of personal injury or nental
or physical illness before term nation of reporting unit service
and enmpl oynment shall receive a disability allowance if all of the
followi ng requirements are net:

(a) The nmenber has not net age and service requirenents of
section 84{a)81(1)(A) or (b) OR I|F THE MEMBER FI RST BECAME A
MEMBER ON OR AFTER JULY 1, 2010, THE MEMBER HAS NOT MET AGE AND
SERVI CE REQUI REMENTS OF SECTI ON 81(C(1).

(b) The menber has at |east 10 years of credited service in
effect before term nation of enpl oynent.

(c) The menber or reporting unit nmakes witten application to
the retirement board not nore than 12 nonths after the date the
menber term nated public school enploynent.

(d) The person undergoes an exam nation by 1 or nore
practicing physicians or nedical officers designated by the
retirement board who certify to the retirenent board that the
menber is totally and permanently di sabled for performng the
duties for the nmenber's position or simlar position for which the
menber is qualified by reason of training, experience, or both.

(2) The retirenment board may extend the application tinme limt
provi ded in subsection (1) not nore than 24 nonths for a nenber or
deferred nmenber who satisfies the other requirenments of subsection
(1), if evidence of extenuating circunstances is presented to the
sati sfaction of the retirenent board.

(3) The nmenber's disability retirenment allowance shall be

conmput ed pursuant to section 84. The effective date of the
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disability retirant's all owance shall be determ ned pursuant to
section 83.

Sec. 87. (1) A nmenber whomthe retirenment board finds to have
becone totally and permanently disabled from any gai nful enpl oynment
by reason of personal injury or nmental or physical illness while
serving as an enpl oyee of that reporting unit shall receive a duty
disability retirenment allowance if all of the follow ng
requi renents are net:

(a) The nmenber has not net age and service requirenents of
section 84{a)-81(1)(A) or (b) OR I|F THE MEMBER FI RST BECAME A
MEMBER ON OR AFTER JULY 1, 2010, THE MEMBER HAS NOT MET AGE AND
SERVI CE REQUI REMENTS OF SECTI ON 81(C(1).

(b) The menber is in receipt of weekly worker's disability
conpensation on account of enployment by a reporting unit.

(c) The menber or reporting unit makes witten application to
the retirenment board not nore than 12 nonths after the date the
menber term nated public school enpl oyment.

(d) The menber undergoes an exam nation by 1 or nore
practicing physicians or nedical officers designated by the
retirement board who certify to the retirenment board that the
menber is totally and pernmanently di sabled for perform ng the
duties for the nmenber's position for which the nmenber is qualified
by reason of training, or experience, or both.

(2) The nmenber's duty disability retirenent allowance shall be
conmput ed pursuant to section 84. The effective date of the duty
disability retirant's allowance shall be the first of the nonth

foll owing the nonth in which the nmenber term nates enpl oynent and
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is in receipt of weekly worker's disability conpensation. The years
of service credit used in computing the retirant's duty disability
retirement allowance shall not be |less than 10 years. If the nenber
has | ess than 5 consecutive years of credited service, the average
of the menber's annual conpensation shall be used.

(3) Upon recovery and return to reporting unit service or upon
term nation of the statutory period for the paynent of a disability
retirant's worker's disability conpensation, if any, arising on
account of the retirant's reporting unit service, the retirant
shal|l be given service credit for the period and the retirant's
disability retirement allowance shall be adjusted to include the
additional credit.

Sec. 91. (1) Except as otherw se provided in this section, the
retirement systemshall pay the entire nonthly prem um or
menber shi p or subscription fee for hospital, nedical-surgical, and
sick care benefits for the benefit of a retirant or retirenent
al | owance beneficiary who el ects coverage in the plan authorized by
the retirenent board and the department. Except as otherw se
provi ded in subsection (8), this subsection does not apply to a
retirant who first becones a nmenber after June 30, 2008.

(2) The retirenment systemmay pay up to the maxi mum of the
anount payabl e under subsection (1) toward the nmonthly prem um for
hospi tal, medical -surgical, and sick care benefits for the benefit
of aretirant or retirement allowance beneficiary enrolled in a
group health insurance or prepaid service plan not authorized by
the retirenent board and the department, if enrolled before June 1

1975, for whomthe retirenent systemon July 18, 1983 was making a
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payment towards his or her nonthly prem um
(3) Aretirant or retirenment all owance beneficiary receiving
hospital, nedical-surgical, and sick care benefits coverage under
subsection (1) or (2), until eligible for nedicare, shall have an
amount equal to the cost chargeable to a nmedicare recipient for
part B of nedicare deducted fromhis or her retirenent allowance.
(4) The retirenment systemshall pay 90% of the nmonthly prem um
or nmenbership or subscription fee for dental, vision, and hearing
benefits for the benefit of a retirant or retirenent allowance
beneficiary who el ects coverage in the plan authorized by the
retirement board and the departnent. Paynments shall begi n under
this subsection upon approval by the retirenment board and the
departnment of plan coverage and a plan provider. Except as
ot herwi se provided in subsection (8), this subsection does not
apply to a retirant who first becones a nenber after June 30, 2008.
(5) The retirenment systemshall pay up to 90% of the nmaxi num
of the anount payabl e under subsection (1) toward the nonthly
prem um or nenbership or subscription fee for hospital, nedical-
surgical, and sick care benefits coverage described in subsections
(1) and (2) for each health insurance dependent of a retirant
recei ving benefits under subsection (1) or (2). Paynment shall not
exceed 90% of the actual nmonthly prem um or nenbership or
subscription fee. The retirenent system shall pay 90% of the
nmont hly prem um or nenbership or subscription fee for dental,
vi sion, and hearing benefits described in subsection (4) for the
benefit of each health insurance dependent of a retirant receiving

benefits under subsection (4). Paynent for health benefits coverage
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for a health insurance dependent of a retirant shall not be made
after the retirant's death, unless the retirant designated a
retirement allowance beneficiary as provided in section 85 and the
dependent was covered or eligible for coverage as a health

i nsurance dependent of the retirant on the retirant's date of
deat h. Paynent for health benefits coverage shall not be made for a
heal t h i nsurance dependent after the later of the retirant's death
or the retirement allowance beneficiary's death. Paynent under this
subsecti on and subsection (6) began Cctober 1, 1985 for health

i nsurance dependents who on July 10, 1985 were covered by the

hospi tal, medical -surgical, and sick care benefits plan authorized
by the retirenent board and the departnment. Paynent under this
subsecti on and subsection (6) for other health insurance dependents
shall not begin before January 1, 1986. Except as ot herw se

provi ded in subsection (8), this subsection does not apply to a
retirant who first becones a nenber after June 30, 2008.

(6) The paynent described in subsection (5) shall also be nade
for each health insurance dependent of a deceased nenber or
deceased duty disability retirant if a retirement allowance is
being paid to a retirenent allowance beneficiary because of the
death of the menber or duty disability retirant as provided in
section 43c(c), 89, or 90. Paynent for health benefits coverage for
a health insurance dependent shall not be nade after the retirenent
al | owance beneficiary's death.

(7) The paynents provided by this section shall not be nade on
behal f of a retiring section 82 deferred nenber or health insurance

dependent of a deferred nenber having less than 21 full years of
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attained credited service or the retiring deferred nenber's
retirement allowance beneficiary, and shall not be nade on behal f
of a retirenment allowance beneficiary of a deferred nenber who dies
before retiring. The retirenent system shall pay, on behalf of a
retiring section 82 deferred nenber or health insurance dependent
of a deferred nenber or a retirenent all owance beneficiary of a
deceased deferred nenber, either of whose allowance is based upon
not less than 21 years of attained credited service, 10% of the
paynments provided by this section, increased by 10% for each
attained full year of credited service beyond 21 years, not to
exceed 100% This subsection applies to any nenber who first becane
a nmenber on or before June 30, 2008 and attains deferred status
under section 82 after October 31, 1980.

(8) For a menber or deferred nmenber who first becones a nenber
after June 30, 2008, the retirenment system shall pay up to 90% of
the nmonthly prem um or menbership or subscription fee for the
hospi tal, nedical -surgical, and sick care benefits plan, the dental
pl an, vision plan, and hearing plan, or any conbination of the
pl ans for the benefit of the retirant and his or her retirenent
al l owance beneficiary and health i nsurance dependents, or for the
benefit of the deceased nenber's retirement allowance beneficiary
if the retirant or deceased nenber has 25 years or nore of service
credit under this act, and the retirant, deceased retirant, or
deceased nmenber was at | east 60 years of age at the tine of
application for benefits under this section. If the retirant or
deceased nmenber is less than 60 years of age at the tine of

application for benefits under this section, the retirenment system

VRM



© 00 N o o0 A~ W N PP

N NN N N N NN R P P R R P P R Rk R
N~ o o0 A WO N P O ©O 0N OO 0o~ WOWDN O

34

shall pay 90% of the nonthly prem um or menbership or subscription
fee for the hospital, nedical-surgical, and sick care benefits

pl an, the dental plan, vision plan, and hearing plan, or any
conbination of the plans for the benefit of the retirant and his or
her retirenent allowance beneficiary and the retirant's health

i nsurance dependents, or for the benefit of the deceased nenber's
retirement allowance beneficiary if the retirant or deceased nenber
has 25 or nore years of service credit granted under section 68. If
a retirant, deceased retirant, or deceased nmenber described in this
subsection has 10 or nore but |ess than 25 years of service credit
under this act and the retirant was at | east 60 years of age at the
time of application for benefits under this section, the retirenent
system shall pay a portion of the nonthly prem um or nenbership or
subscription fee for the plans or conbi nation of plans equal to the
product of 3% and the retirant's, deceased retirant's, or deceased
menber's years of service for the first 10 years and 4% for each
year after the first 10 years. This subsection does not apply to a
menber who receives a disability retirenent allowance under section
86 or 87 or to a deceased nenber's retirenment allowance beneficiary
under section 90.

(9) The retirenment systemshall not pay the prem uns or
menber shi p or subscription fees under subsection (8) until the
retirant or retirenment allowance beneficiary requests enrollnent in
the plans or conbination of plans in witing in the manner
prescri bed by the retirenment system Not nore than 1 year's service
credit shall be counted for purposes of subsection (8) and this

subsection in any school fiscal year.
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(10) A nenber who retires under section 43b or 81 and who
el ects to purchase service credit on or after July 1, 2008 is not
eligible for paynents under this section for the hospital, nedical-
surgi cal, and sick care benefits plan, the dental plan, vision
pl an, or hearing plan, or any conbination of the plans described in
this section until the first date that the menber woul d have been
eligible to retire under section 43b or 81 if he or she had not
purchased the service credit and had accrued a sufficient amount of
service credit under section 68. A nenber who first beconmes a
menber on or after July 1, 2008 shall not be eligible for health
benefits under this subsection until at |least the time of
appl i cation under subsection (8). The retirenent system shall apply
a nethod that enables it to make the determ nation under this
subsecti on.

(11) Except for a nmenber who retires under section 86 or 87 or
a nmenber who neets the requirenents under subsection (7) or (8),
the retirenent systemshall not pay the benefits provided in
subsection (1) or (4) unless the nmenber was enpl oyed and has
received a mninumtotal of 1/2 of a year of service credit granted
pursuant to section 68 during the 2 school fiscal years inmediately
precedi ng the nmenber's retirenent all owance effective date or the
menber has received a mninmumof 1/10 of a year of service credit
granted pursuant to section 68 during each of the 5 school fisca
years i medi ately preceding the nmenber's retirenent allowance
effective date. THI S SUBSECTI ON DOES NOT APPLY TO A MEMBER WHO | S
UNABLE TO MEET THE SERVI CE CREDI T REQUI REMENTS OF THI S SUBSECTI ON
BECAUSE OF 1 OR MORE PERI ODS OF UNPAI D LEAVES OF ABSENCE APPROVED
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BY THE REPORTI NG UNIT DURI NG THE PERI OD OF LEAVE OF ABSENCE, AS A
RESULT OF A MENTAL OR PHYSI CAL DI SABI LI TY SUPPORTED BY THE MEMBER S
DOCTOR DURI NG THE PERI OD OF LEAVE OF ABSENCE

(12) Any retirant or retirenment allowance beneficiary excluded
from paynments under this section may participate in the hospital
nmedi cal -surgical, and sick care benefits plan, the dental plan,
vision plan, or hearing plan, or any conbination of the plans
described in this section in the manner prescribed by the
retirement systemat his or her own cost.

(13) The hospital, nedical-surgical, and sick care benefits
pl an, dental plan, vision plan, and hearing plan that covers
retirants, retirenent allowance beneficiaries, and heal th i nsurance
dependents pursuant to this section shall contain a coordination of
benefits provision that provides all of the foll ow ng:

(a) If the person covered under the hospital, nedical-
surgical, and sick care benefits plan is also eligible for nedicare
or nmedicaid, or both, then the benefits under nedicare or nedicaid,
or both, shall be determ ned before the benefits of the hospital,
nmedi cal -surgi cal, and sick care benefits plan provided pursuant to
this section.

(b) I'f the person covered under any of the plans provided by
this section is also covered under another plan that contains a
coordi nati on of benefits provision, the benefits shall be
coordi nated as provided by the coordination of benefits act, 1984
PA 64, MCL 550. 251 to 550. 255.

(c) If the person covered under any of the plans provided by

this section is also covered under another plan that does not
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contain a coordination of benefits provision, the benefits under
the other plan shall be determ ned before the benefits of the plan
provi ded pursuant to this section.

(14) Begi nning January 1, 2009, upon the death of the
retirant, a retirement allowance beneficiary who becane a
retirement allowance beneficiary under section 85(8) or (9) is not
a health insurance dependent and is not entitled to health benefits
under this section except as provided in this subsection. Beginning
January 1, 2009, a surviving spouse selected as a retirenent
al | owance beneficiary under section 85(8) or (9) may el ect the
i nsurance coverages provided in this section provided that paynent
for the el ected coverages is the responsibility of the surviving
spouse and is paid in a manner prescribed by the retirenment system

(15) For purposes of this section:

(a) "Health insurance dependent” neans any of the follow ng:

(1) Except as provided in subsection (14), the spouse of the
retirant or the surviving spouse to whomthe retirant or deceased
menber was married at the tine of the retirant's or deceased
menber' s death

(i) An unmarried child, by birth or adoption, of the retirant
or deceased nenber, until Decenber 31 of the cal endar year in which
the child becones 19 years of age.

(iii) An unmarried child, by birth or adoption, of the retirant
or deceased nenber, until Decenber 31 of the cal endar year in which
the child becones 25 years of age, who is enrolled as a full-tine
student, and who is or was at the tinme of the retirant's or

deceased nmenber's death a dependent of the retirant or deceased
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menber as defined in section 152 of the internal revenue code.

(iv) An unmarried child, by birth or adoption, of the retirant
or deceased nenber who is incapable of self-sustaining enpl oynent
because of mental or physical disability, and who is or was at the
time of the retirant's or deceased nenber's death a dependent of
the retirant or deceased nenber as defined in section 152 of the
i nternal revenue code.

(v) The parents of the retirant or deceased nenber, or the
parents of his or her spouse, who are residing in the househol d of
the retirant or retirenent allowance beneficiary.

(vi) An unmarried child who is not the child by birth or
adoption of the retirant or deceased nmenber but who ot herw se
gqualifies to be a health insurance dependent under subparagraph
(i), (i), or (iv), if the retirant or deceased nenber is the |egal
guardi an of the unmarried child.

(b) "Medi cai d* neans benefits under the federal nedicaid
program est abl i shed under title XI X of the social security act, 42
USC 1396 to 1396v.

(c) "Medicare" neans benefits under the federal nedicare
program establi shed under title XVIIl of the social security act,
42 USC 1395 to 1395hhh.

SEC. 92A. (1) THERE | S APPROPRI ATED FOR THE FI SCAL YEAR ENDI NG
SEPTEMBER 30, 2010, $4,500,000.00 TO THE OFFI CE OF RETI REMENT
SERVI CES | N THE DEPARTMENT OF TECHNOLOGY, MANAGEMENT, AND BUDGET
FOR ADM NI STRATI ON OF THE CHANGES UNDER THE AMENDATORY ACT THAT
ADDED THI' S SECTI ON.

(2) THE APPROPRI ATI ON AUTHORI ZED I N SUBSECTION (1) IS A WORK
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PRQIECT APPROPRI ATI ON AND ANY UNENCUMBERED OR UNALLOTTED FUNDS ARE
CARRI ED FORWARD | NTO THE FOLLOW NG FI SCAL YEAR. THE FOLLOANNG | S I N
COWPLI ANCE W TH SECTI ON 451A(1) OF THE MANAGEMENT AND BUDGET ACT,
1984 PA 431, MCL 18. 1451A:

(A) THE PURPOSE OF THE PROJECT IS TO ADM NI STER CHANGES UNDER
THE AMENDATORY ACT THAT ADDED THI S SECTI ON.

(B) THE WORK PRQJECT W LL BE ACCOVPLI SHED THROUGH A PLAN
UTI LI ZI NG | NTERAGENCY AGREEMENTS, EMPLOYEES, AND CONTRACTS.

(© THE TOTAL ESTI MATED COVPLETI ON COST OF THE WORK PRQJECT IS
$4, 500, 000. 00.

(D) THE ESTI MATED COWPLETI ON DATE FOR THE WORK PRQJECT IS
SEPTEMBER 30, 2011.

ARTI CLE 7

SEC. 120. NOTW THSTANDI NG ANY OTHER PROVI SI ON OF THI S ACT, THE
TIER 2 PLAN UNDER THI S ARTI CLE WLL BE | MPLEMENTED BY THE
DEPARTMENT AS SOON AS ADM NI STRATI VELY FEASI BLE BUT NOT LATER THAN
JANUARY 1, 2011.

SEC. 121. (1) FOR THE PURPCSES OF THI S ARTI CLE, THE WORDS AND
PHRASES DEFI NED | N SECTI ONS 122 TO 124 HAVE THE MEANI NGS ASCRI BED
TO THEM I N THOSE SECTI ONS.

(2) NOTW THSTANDI NG ANY OTHER PROVI SION OF THI'S ACT, THE TIER
2 PLAN UNDER THI S ARTI CLE SHALL BE | MPLEMENTED BY THE DEPARTMENT AS
SOON AS ADM NI STRATI VELY FEASI BLE BUT NOT LATER THAN JANUARY 1,
2011.

SEC. 122. (1) "ACCUMILATED BALANCE' MEANS THE TOTAL BALANCE IN
A QUALI FI ED PARTI CI PANT' S, FORMER QUALI FI ED PARTI Cl PANT' S, OR
REFUND BENEFI Cl ARY' S | NDI VI DUAL ACCOUNT I N TI ER 2.
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(2) " COVPENSATI ON' MEANS THE REMUNERATI ON PAI D A PARTI Cl PANT
ON ACCOUNT OF THE PARTI Cl PANT' S SERVI CES RENDERED TO HI'S OR HER
EMPLOYER EQUAL TO THE SUM OF THE FOLLOW NG

(A) A PARTICI PANT' S W2 EARNI NGS FOR SERVI CES PERFORMED FOR
THE EMPLOYER.

(B) ANY AMOUNT CONTRI BUTED OR DEFERRED AT THE ELECTI ON OF THE
PARTI Cl PANT WHI CH | S EXCLUDED FROM GROSS | NCOVE UNDER SECTI ON 125,
132(F) (4), 401(K), 403(B), OR 457 OF THE | NTERNAL REVENUE CODE, 26
USC 125, 132, 401, 403, AND 457.

SEC. 123. (1) "EMPLOYER' MEANS A REPORTI NG UNIT.

(2) "FORMER QUALI FI ED PARTI Cl PANT" MEANS AN | NDI VI DUAL WHO WAS
A QUALI FI ED PARTI Cl PANT AND WHO TERM NATES THE EMPLOYMENT UPON
WH CH H'S OR HER PARTI Cl PATI ON | S BASED FOR ANY REASON.

SEC. 124. (1) "PLAN DOCUMENT" MEANS THE DOCUMENT THAT CONTAI NS
THE PROVI S| ONS AND PROCEDURES OF TIER 2 I N CONFORM TY WTH THI S ACT
AND THE | NTERNAL REVENUE CCDE.

(2) "QUALI FI ED PARTI Cl PANT" MEANS AN | NDI VI DUAL WHO IS A
PARTI Cl PANT OF TIER 2 AND WHO | S FI RST EMPLOYED AND ENTERED UPON
THE PAYROLL OF H'S OR HER EMPLOYER ON OR AFTER JULY 1, 2010, AND
WHO ALSO QUALI FI ES TO BE A MEMBER OF TIER 1.

(3) "REFUND BENEFI Cl ARY" MEANS AN | NDI VI DUAL NOM NATED BY A
QUALI FI ED PARTI Cl PANT OR A FORVER QUALI FI ED PARTI Cl PANT UNDER
SECTI ON 134 TO RECEI VE A Di STRI BUTI ON OF THE PARTI Cl PANT' S
ACCUMULATED BALANCE | N THE MANNER PRESCRI BED | N SECTI ON 135.

(4) "STATE TREASURER' MEANS THE TREASURER OF THI S STATE.

SEC. 125. (1) THE DEPARTMENT SHALL ADM NI STER TI ER 2 AND SHALL
BE THE FI DUCI ARY AND TRUSTEE OF TIER 2. THE DEPARTMENT NMAY APPO NT
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AN ADVI SORY BOARD TO ASSI ST THE DEPARTMENT | N CARRYING OQUT I TS
DUTI ES AS FI DUCI ARY AND TRUSTEE. THE DEPARTMENT AND THE STATE

TREASURER SHALL COWPLY W TH EXECUTI VE REORGANI ZATI ON ORDER NO

1999-5, MCL 38.2721, IN THE ADM NI STRATION OF TIER 2.

(2) THE DEPARTMENT SHALL DETERM NE THE PROVI SI ONS AND
PROCEDURES OF TIER 2 AND THE PLAN DOCUMENT IN CONFORM TY WTH THI S
ACT AND THE | NTERNAL REVENUE CCDE.

(3) THE DEPARTMENT HAS THE EXCLUSI VE AUTHORI TY AND
RESPONSI Bl LI TY TO EMPLOY OR CONTRACT W TH PERSONNEL AND FOR
SERVI CES THAT THE DEPARTMENT DETERM NES NECESSARY FOR THE PROPER
ADM NI STRATI ON OF AND | NVESTMENT OF ASSETS OF TIER 2, | NCLUDI NG
BUT NOT LIMTED TO, MANAGERI AL, PROFESSI ONAL, LEGAL, CLERI CAL,
TECHNI CAL, AND ADM NI STRATI VE PERSONNEL OR SERVI CES.

(4) EACH EMPLOYER SHALL BE DEEMED TO HAVE ADOPTED AND SHALL
COVPLY W TH THE PROVI SI ONS AND PROCEDURES OF TIER 2 AND THE PLAN
DOCUMENT.

SEC. 126. (1) A QUALI FI ED PARTI Cl PANT, FORMER QUALI FI ED
PARTI Cl PANT, OR REFUND BENEFI Cl ARY MAY REQUEST A HEARI NG ON A CLAIM
I NVOLVI NG H'S OR HER RI GHTS UNDER TI ER 2. UPON WRI TTEN REQUEST, THE
DEPARTMENT SHALL PROVI DE FOR A HEARI NG THAT SHALL BE CONDUCTED
PURSUANT TO CHAPTER 4 OF THE ADM NI STRATI VE PROCEDURES ACT OF 1969,
1969 PA 306, MCL 24.271 TO 24.287. AN | NDI VI DUAL MAY BE REPRESENTED
BY COUNSEL OR OTHER AUTHORI ZED AGENT AT A HEARI NG CONDUCTED UNDER
THI' S SECTI ON.

(2) CHAPTERS 2, 3, AND 5 OF THE ADM NI STRATI VE PROCEDURES ACT
OF 1969, 1969 PA 306, MCL 24.224 TO 24.264 AND 24.291 TO 24.292, DO
NOT APPLY TO THE ESTABLI SHVENT, | MPLEMENTATI ON, ADM NI STRATI ON,
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OPERATI ON, | NVESTMENT, OR DI STRI BUTION OF TI ER 2.

SEC. 127. EACH QUALI FI ED PARTI Cl PANT, FORMER QUALI FI ED
PARTI Cl PANT, AND REFUND BENEFI Cl ARY SHALL DI RECT THE | NVESTMENT OF
THE 1 NDI VI DUAL' S ACCUMJULATED EMPLOYER AND EMPLOYEE CONTRI BUTI ONS
AND EARNI NGS TO 1 OR MORE | NVESTMENT CHO CES W THI N AVAI LABLE
CATEGCRI ES OF | NVESTMENT PROVI DED BY THE DEPARTMENT. THE
LI M TATI ONS ON THE PERCENTAGE OF TOTAL ASSETS FOR | NVESTMENTS
PROVI DED I N THE PUBLI C EMPLOYEE RETI REMENT SYSTEM | NVESTMENT ACT,
1965 PA 314, MCL 38.1132 TO 38.1140M DO NOT' APPLY TO Tl ER 2.

SEC. 128. THE ADM NI STRATI VE EXPENSES OF TIER 2 SHALL BE PAI D
BY THE QUALI FI ED PARTI Cl PANTS, FORMER QUALI FI ED PARTI CI PANTS, AND
REFUND BENEFI Cl ARI ES WHO HAVE NOT CLOSED THEI R ACCOUNTS | N A MANNER
DETERM NED BY THE DEPARTMENT.

SEC. 129. A QUALI FI ED PARTI Cl PANT SHALL NOT PARTI Cl PATE I N ANY
OTHER PUBLI C SECTOR RETI REMENT BENEFI TS PLAN FOR SI MULTANEOUS
SERVI CE RENDERED TO THE SAME PUBLI C SECTOR EMPLOYER. EXCEPT AS
OTHERW SE PROVI DED IN THI'S ACT OR BY THE DEPARTMENT, TH S SECTI ON
DOES NOT PROHI BI' T A QUALI FI ED PARTI CI PANT FROM PARTI Cl PATING IN A
RETI REMENT PLAN ESTABLI SHED BY THI S STATE OR OTHER PUBLI C SECTOR
EMPLOYER UNDER THE | NTERNAL REVENUE CODE. FOR THE PURPOSES OF THI S
SECTI ON, "PUBLI C SECTOR EMPLOYER' | NCLUDES, BUT IS NOT' LIM TED TG
A REPORTI NG UNIT.

SEC. 131. (1) THI'S SECTION IS SUBJECT TO THE VESTI NG
REQUI REMENTS O SECTI ON 132.

(2) UNLESS THE QUALI FI ED PARTI CI PANT AS DESCRI BED I N SECTI ON
124(2) AFFI RVATI VELY ELECTS NOT TO CONTRI BUTE OR ELECTS TO
CONTRI BUTE A LESSER AMOUNT, THE QUALI FI ED PARTI Cl PANT SHALL
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CONTRI BUTE 2% OF HHS OR HER COVPENSATION TO H'S OR HER TIER 2
ACCOUNT. THE QUALI FI ED PARTI Cl PANT' S EMPLOYER SHALL MAKE A
CONTRI BUTI ON TO THE QUALI FI ED PARTI CI PANT' S TI ER 2 ACCOUNT | N AN
AMOUNT EQUAL TO 50% OF THE FI RST 2% OF COVPENSATI ON CONTRI BUTI ON
MADE BY THE QUALI FI ED PARTI CI PANT UNDER THI S SUBSECTI ON.

(3) A QUALI FI ED PARTI Cl PANT AS DESCRI BED I N SECTI ON 124(2) MNAY
MAKE CONTRI BUTI ONS | N ADDI TI ON TO CONTRI BUTI ONS MADE UNDER
SUBSECTION (2) TOH S OR HER TIER 2 ACCOUNT AS PERM TTED BY THE
DEPARTMENT AND THE | NTERNAL REVENUE CODE.

(4) UPON THE WRI TTEN DETERM NATI ON OF THE DI RECTOR OF THE
OFFI CE OF RETI REMENT SERVI CES, AN EMPLOYEE OF AN EMPLOYER THAT I S
NOT A QUALI FI ED PARTI Cl PANT AS DESCRI BED I N SECTI ON 124(2) NAY
ELECT TO MAKE CONTRI BUTIONS TO A TI ER 2 ACCOUNT AS PERM TTED BY THE
DEPARTMENT AND THE | NTERNAL REVENUE CODE. AN EMPLOYEE AS DESCRI BED
IN THI S SUBSECTI ON SHALL BE TREATED AS A QUALI FI ED PARTI Cl PANT
UNDER THI S ARTI CLE FOR THE LI M TED PURPOSES OF H'S OR HER TI ER 2
ACCOUNT.

(5) UPON THE WRI TTEN DETERM NATI ON OF THE DI RECTOR OF THE
OFFI CE OF RETI REMENT SERVI CES, AN EMPLOYER MAY ANNUALLY ELECT TO
MAKE ADDI TI ONAL MATCHI NG CONTRI BUTI ONS, | NCLUDI NG THOSE | N ADDI TI ON
TO MATCHI NG CONTRI BUTI ONS MADE UNDER SUBSECTION (2), TO AN
EMPLOYEE' S TI ER 2 ACCOUNT AS PERM TTED BY THE PLAN DOCUMENT AND THE
| NTERNAL REVENUE CODE. MATCHI NG CONTRI BUTI ONS UNDER THI S SUBSECTI ON
SHALL BE MADE I N AMOUNTS EQUAL TO 50% OF THE CONTRI BUTI ONS MADE BY
THE EMPLOYEE NOT TO EXCEED THE FI RST 4% OF CONTRI BUTI ONS MADE | N
VWHCOLE PERCENTAGES ONLY, FOR ANY EMPLOYEE IN ADDI TI ON TO AMOUNTS
THAT ARE ALREADY MATCHED UNDER THI S SECTION, | F ANY.
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SEC. 132. A QUALI FI ED PARTI Cl PANT | S | MMEDI ATELY 100% VESTED
IN H'S OR HER CONTRI BUTI ONS MADE TO TI ER 2. A QUALI FI ED PARTI Cl PANT
SHALL VEST IN THE EMPLOYER CONTRI BUTI ONS MADE ON HI S OR HER BEHALF
TO TI ER 2 ACCORDI NG TO THE FOLLOW NG SCHEDULE:

(A) UPON COVPLETION CF 2 YEARS COF SERVI CE, 50%

(B) UPON COVPLETI ON CF 3 YEARS COF SERVI CE, 75%

(©) UPON COVPLETI ON OF 4 YEARS COF SERVI CE, 100%

SEC. 134. A QUALI FI ED PARTI Cl PANT OR FORVMER QUALI FI ED
PARTI Cl PANT MAY NOM NATE 1 OR MORE | NDI VI DUALS AS A REFUND
BENEFI CI ARY BY FI LI NG WRI TTEN NOTI CE OF NOM NATI ON W TH THE
DEPARTMENT. | F THE QUALI FI ED PARTI G PANT OR FORMER QUALI FI ED
PARTI Cl PANT IS MARRI ED AT THE TI ME OF THE NOM NATI ON AND THE
PARTI Cl PANT' S SPOUSE |'S NOT THE REFUND BENEFI Cl ARY FOR 100% OF THE
ACCOUNT, THE NOM NATION IS NOT EFFECTI VE UNLESS THE NOM NATION | S
SI GNED BY THE PARTI Cl PANT' S SPOUSE | F THE SI GNATURE OF THE
PARTI Cl PANT' S SPOUSE | S REQUI RED BY THE PLAN DOCUMENT. HOWEVER, THE
DEPARTMENT MAY WAI VE THI S REQUI REMENT | F THE SPOUSE' S SI GNATURE
CANNOT BE OBTAI NED BECAUSE OF EXTENUATI NG Cl RCUMSTANCES.

SEC. 135. (1) A QUALIFIED PARTICI PANT IS ELI G BLE TO RECEI VE
DI STRI BUTI ON OF H'S OR HER ACCUMULATED BALANCE IN TI ER 2 UPON
BECOM NG A FORMER QUALI FI ED PARTI Cl PANT.

(2) UPON THE DEATH OF A QUALI FI ED PARTI Cl PANT OR FORMER
QUALI FI ED PARTI ClI PANT, THE ACCUMULATED BALANCE OF THAT DECEASED
PARTI Cl PANT IS CONSI DERED TO BELONG TO THE REFUND BENEFI Cl ARY, |F
ANY, OF THAT DECEASED PARTI CI PANT. |IF A VALI D NOM NATI ON OF REFUND
BENEFI CI ARY IS NOT' ON FI LE W TH THE DEPARTMENT, THE DEPARTMENT, I N
A LUV SUM DI STRI BUTI ON, SHALL DI STRI BUTE THE ACCUMJLATED BALANCE
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I N ACCORDANCE W TH THE PLAN DOCUMENT.

(3) A FORMER QUALI FI ED PARTI Cl PANT OR REFUND BENEFI Cl ARY NAY
ELECT 1 OR A COMVBI NATI ON OF SEVERAL OF THE FOLLOW NG METHODS OF
DI STRI BUTI ON O THE ACCUMJLATED BALANCE:

(A) A LUW SUM DI STRI BUTI ON TO THE RECI PI ENT.

(B) A LUW SUM DI RECT ROLLOVER TO ANOTHER QUALI FI ED PLAN, TO
THE EXTENT ALLOWED BY FEDERAL LAW

(© PERI ODI C DI STRI BUTI ONS, AS AUTHORI ZED BY THE DEPARTMENT.

(D) NO CURRENT DI STRIBUTION, I N WHI CH CASE THE ACCUMJULATED
BALANCE SHALL REMAIN IN TIER 2 UNTIL THE FORMER QUALI FI ED
PARTI Cl PANT OR REFUND BENEFI CI ARY ELECTS A METHOD OR METHODS COF
DI STRI BUTI ON UNDER SUBDI VI SIONS (A) TO (C), TO THE EXTENT ALLOWED
BY FEDERAL LAW

SEC. 137. (1) DI STRI BUTI ONS FROM EMPLOYER CONTRI BUTI ONS NADE
PURSUANT TO SECTI ON 131(2) AND EARNI NGS ON THOSE EMPLOYER
CONTRI BUTI ONS, AND DI STRI BUTI ONS FROM EMPLOYEE CONTRI BUTI ONS MADE
PURSUANT TO SECTI ON 131(2) AND EARNI NGS ON THOSE EMPLOYEE
CONTRI BUTI ONS, ARE EXEMPT FROM ANY STATE, COUNTY, MJUN Cl PAL, OR
OTHER LOCAL TAX. DI STRI BUTI ONS FROM EMPLOYER CONTRI BUTI ONS MADE
PURSUANT TO SECTI ON 131(2) AND EARNI NGS ON THOSE EMPLOYER
CONTRI BUTI ONS AND DI STRI BUTI ONS FROM EMPLOYEE CONTRI BUTI ONS VADE
PURSUANT TO SECTI ON 131(2) AND EARNI NGS ON THOSE EMPLOYEE
CONTRI BUTI ONS ARE SUBJECT TO THE PUBLI C EMPLOYEE RETI REMENT BENEFI T
PROTECTI ON ACT, 2002 PA 100, MCL 38.1681 TO 38. 1689.

(2) THE DEPARTMENT HAS THE RI GHT OF SETOFF TO RECOVER
OVERPAYMENTS MADE UNDER TH S ACT AND TO SATI SFY ANY CLAI M5 ARl SI NG
FROM EMBEZZLEMENT OR FRAUD COMM TTED BY A QUALI FI ED PARTI Cl PANT,
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FORMVER QUALI FI ED PARTI Cl PANT, REFUND BENEFI CI ARY, OR OTHER PERSON
VWHO HAS A CLAIM TO A DI STRI BUTI ON OR ANY OTHER BENEFI T FROM TI ER 2.

(3) THE DEPARTMENT SHALL CORRECT ERRORS I N THE RECORDS AND
ACTIONS IN TIER 2 UNDER THI S ACT, AND SHALL SEEK TO RECOVER
OVERPAYMENTS AND SHALL MAKE UP UNDERPAYMENTS.

Enacting section 1. If any section or part of a section of
this act is for any reason held to be invalid or unconstitutional,
t he hol ding does not affect the validity of the renmining sections
of this act or the act inits entirety.

Enacting section 2. This amendatory act does not take effect

unl ess House Bill No. 4073 of the 95th Legislature is enacted into

| aw.
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