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HOUSE BILL No. 5112

October 2, 2001, Introduced by Reps. Lipsey, Adamini, Rich Brown, Kolb, Patterson, McConico, Howell,
LaSata, Faunce, Dennis, Murphy, Bernero, Richner, Spade, Middaugh, Mead, Kuipers, Drolet, George, Schauer,
Gosselin and Lemmons and referred to the Committee on Appropriations.

¢S 'ON 1119 3SNOH

A Dbill to amend 1992 PA 234, entitled
"The judges retirenent act of 1992,"
by amendi ng sections 308, 506, and 720 (MCL 38.2308, 38.2506, and
38.2670), section 506 as anended by 1999 PA 215 and section 720
as added by 1996 PA 523.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
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HB5112, As Passed House, February 26, 2002

(1) 4)— The retirenment system nmay offset retirenent bene-

fits or refunds payabl e under this act against anpunts owed to
the retirement system by a nenber, vested former nenber, retir-
ant, retirenent allowance beneficiary, or refund beneficiary.

(2) 5— If the retirement systemis required by the fed-
eral governnment pursuant to a court order to transmt a part of a
menber' s accunul ated contributions to a federal agency, the serv-
ice credit that is covered by the paynent shall be forfeited in
the sane manner as if the enployee had requested and been paid a
refund of the nmenber's nost recent contributions.

(3) THE RIGHT OF A PERSON TO A RETI REMENT ALLOWMANCE, TO THE
RETURN OF ACCUMULATED CONTRI BUTI ONS, TO AN OPTI ONAL BENEFI T, TO
ANY OTHER RI GHT ACCRUED OR ACCRU NG TO A MEMBER OR BENEFI CI ARY
UNDER THI'S ACT, AND TO THE MONEY BELONG NG TO THE RETI REMENT
SYSTEM | S SUBJECT TO THE PUBLI C EMPLOYEE RETI REMENT BENEFI T PRO
TECTI ON ACT.

Sec. 506. (1) Upon application for retirenent under this
act, a menber or vested former nenber who neets the requirenents
of section 501 may elect to receive a retirenent allowance as a

straight life retirenent allowance or as an optional retirenent
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4
al I owance under 1 of the paynent options provided in this
section. The nenber or vested former nmenber shall file a witten
el ection with the retirenent system before the effective date of
the retirenent allowance. |f a nenber or vested fornmer nenber
fails to file a witten election under this subsection, the
menber or vested former nenber is considered to have el ected the
straight life retirenent allowance under section 503. The nenber
or vested fornmer nenber shall designate in the witten election a
retirenment allowance beneficiary that shall be either the spouse,
brother, sister, parent, or child, including an adopted child, of
t he menber or vested former nenber. The anount of retirenent
al | owmance under options A and B are the actuarial equival ent of
the ambunt of the straight life retirement allowance cal cul at ed
under section 503. The options are as foll ows:

(a) Option A. The retirenment system shall pay an optional
retirement allowance to the retirant for life with the provision
that upon the retirant's death, paynent of the optional retire-
ment all owance is continued throughout the lifetine of the
retirenent all owance beneficiary whomthe nenber or vested fornmer
menber designated in witing and filed with the retirenent system
at the time of election of the option.

(b) Option B. The retirement system shall pay an optional
retirement allowance for life to the retirant with the provision
that upon the retirant's death, paynent of 1/2 of the optional
retirenment allowance is continued throughout the lifetime of the

retirenment allowance beneficiary whomthe nenber or vested forner
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menber designated in witing and filed with the retirenent system
at the tinme of election of the option.

(2) Except as otherwi se provided in this section, a retirant
shall not change the election of a paynent option or the designa-
tion of a retirenment allowance beneficiary under subsection (1)
after the retirement allowance effective date. |If a retirant who
el ected a paynent option under subsection (1)(a) or (b) dies, the
retirenment system shall pay the optional retirenent allowance to
the option A beneficiary or option B beneficiary effective the
first day of the nonth following the retirant's death. |If the
option A or option B beneficiary designated under this section is
t he surviving spouse of the deceased retirant, the surviving
spouse may elect to receive a retirenent allowance as provided in
section 508 in lieu of the survivor portion of the optional form
of paynent elected by the retirant under this section.

(3) If the option A beneficiary or option B beneficiary pre-
deceases the retirant, the retirant's benefit reverts to a
straight life retirement all owance and the retirenent system
shal | begin paynent of the straight life retirenent allowance to
the retirant effective the first day of the nonth follow ng the
option A or option B beneficiary's death.

(4) The retirement system shall provide each nenber or
vested fornmer nenber who applies for retirement a witten expl a-
nation of the optional forns of paynent under this section before
t he nenber or vested former nmenber retires.

(5) If aretirant receiving an optional retirenent allowance

under this section is divorced fromthe spouse who had been
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6
designated the option A or option B beneficiary, the retirenent
system shal |l consider the election of the optional form of pay-
ment option under this section void if the judgnent of divorce or
award or order of the court, or an anended judgnent of divorce or
award or order of the court, described in —seeti+en—368— THE
PUBLI C EMPLOYEE RETI REMENT BENEFI T PROTECTI ON ACT and dated after
June 27, 1991 provides that the election of the optional form of
payment option under this section is to be considered void by the
retirement systemand the retirant provides a certified copy of
t he judgnent of divorce or award or order of the court, or an
anended j udgnment of divorce or award or order of the court, to
the retirement system |If the election of an optional form of
paynment under this section is considered void by the retirenent
system under this subsection, the retirant's retirenment all owance
shall revert to a straight life retirenent allowance, including
postretirenent adjustnents, if any, subject to an award or order
of the court as described in —seet+on—368— THE PUBLI C EMPLOYEE
RETI REMENT BENEFI T PROTECTI ON ACT. The retirement all owance
shall revert to a straight life retirenent all owance under this
subsection effective the first of the nonth after the date the
retirement systemreceives a certified copy of the judgnent of
di vorce or award or order of the court. This subsection does not
supersede a judgnment of divorce or award or order of the court in
effect on June 27, 1991. This subsection does not require the
retirement systemto distribute or pay retirenment assets on

behal f of a retirant in an anmount that exceeds the actuarially
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det ermi ned anmount that woul d ot herwi se beconme payable if a
judgment of divorce had not been rendered.

(6) A nenber who continues active enploynent on or after the
date he or she acquires 8 years of credited service or who
beconmes eligible for a retirenment allowance as a vested fornmer
menber under section 501, whichever occurs first, may file a
witten election with the retirenent systemto elect option A as
provi ded in subsection (1)(a). The nenber or vested forner
menber shall nom nate a retirenment allowance beneficiary in the
witten election in the same manner as if the nenber or vested
former nmenber were then retiring fromservice. |If the
beneficiary's death or divorce fromthe nenber or vested forner
menber occurs before the effective date of the nenber's or vested
former nmenber's retirenment, the nenber's or vested forner
menber' s el ection of option A and nom nation of retirenent allow
ance beneficiary is automatically revoked and the nenber or
vested fornmer nenber nmay again elect option A and nominate a
retirenment allowance beneficiary at any tinme before the effective
date of retirenment. |f a nenber or vested forner nenber who has
made an el ection and nom nated a retirenment all owance beneficiary
as provided in this subsection dies before the effective date of
his or her retirenent, then the retirenent allowance beneficiary
shal |l receive the retirenent allowance that he or she woul d have
been entitled to receive under option Aif the nenber or vested
former nmenber had been retired on the date of the nenber's or
vested former nmenber's death. Except as otherw se provided by

subsection (7), if a menber or vested fornmer nenber who has nmde
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8
an el ection under this subsection subsequently retires under this
act, his or her election of option A takes effect at the tinme of
retirement. The nmenber or vested fornmer menber, before the
effective date of retirenment, but not after the effective date of
retirement, may revoke his or her previous election of option A
and elect to receive his or her retirenent allowance as a
straight life retirenent allowance or under option B as provided
for in subsection (1). This subsection does not apply on and
after the date the settlenment agreenment in the case of M chigan

judges assn v Treasurer of the State of M chi gan, case

no. 98-DT-72771-CV (Ed M), beconmes of no further force or
effect, is rendered null and void, or is otherw se term nated.

(7) I'f a nmenber, vested forner nenber, retiring menber, or
retiring vested former menber is married on the effective date of
the retirenent allowance, an election under this section, other
than an el ection of a paynent option under subsection (1) nam ng
t he spouse as retirenment allowance beneficiary, shall not be
effective unless the election is signed by the spouse. However,
this requirenment may be waived by the retirenent board if the
signature of a spouse cannot be obtai ned because of extenuating
circunstances. As used in this subsection, "spouse" neans the
person to whom the nenber, vested former menber, retiring nenber,
or retiring vested forner nmenber is married on the effective date
of the retirenment all owance.

Sec. 720. (1) Distributions fromenployer contributions
made pursuant to section 714(2) and (3) and earni ngs on those

enpl oyer contributions, and distributions from enpl oyee
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contributions made pursuant to section 714(3) and earnings on

t hose enpl oyee contributions, are exenpt fromany state, county,

muni ci pal, or other |ocal tax. ——ant—shatt—rot—be—subject—to
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(2) —5)— The state treasurer has the right of setoff to
recover overpaynents nmade under this act and to satisfy any
clainms arising fromenbezzl enent or fraud conmtted by a quali-
fied participant, fornmer qualified participant, refund beneficia-
ry, or other person who has a claimto a distribution or any
ot her benefit from Tier 2.

(3) 6)— The state treasurer shall correct errors in the
records and actions in Tier 2 under this act, and shall seek to
recover overpaynents and shall make up under paynents.

Enacting section 1. This anmendatory act does not take
effect unless Senate Bill No. or House Bill No. 5108

(request no. 02139'01 **) of the 91st Legislature is enacted into

| aw.
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