STATE EMPLOYEES RETIREMENT ACT
Act 240 of 1943

AN ACT to provide for a state employees retirement system; to create a state employees' retirement board
and prescribe its powers and duties; to establish certain funds in connection with the retirement system; to
reguire contributions to the retirement system by and on behalf of members and participants of the retirement
system; to create certain accounts and provide for expenditures from those accounts; to prescribe the powers
and duties of certain state and local officers and employees and certain state departments and agencies; to
prescribe and make appropriations for the retirement system; and to prescribe penalties and provide remedies.

History: 1943, Act 240, Eff. July 30, 1943,0 Am. 1957, Act 232, Eff. Sept. 27, 1957;00 Am. 1984, Act 3, Eff. May 1, 1984;0 Am.

1989, Act 297, Imd. Eff. Jan. 3, 1990;0 Am. 1996, Act 389, Imd. Eff. Sept. 30, 1996;0 Am. 1996, Act 487, Eff. Mar. 31, 1997;0 Am.
2002, Act 99, Imd. Eff. Mar. 27, 2002.

The People of the Sate of Michigan enact:

38.1 Short title; meanings of words and phrases.

Sec. 1. (1) This act shall be known and may be cited as the “ state employees' retirement act”.

(2) For the purposes of this act, the words and phrases defined in sections 1a to 1i have the meanings
ascribed to them in those sections.

History: 1943, Act 240, Eff. July 30, 1943;0 Am. 1944, 1st Ex. Sess.,, Act 25, Imd. Eff. Feb. 29, 1944;00 Am. 1947, Act 351, Eff.
Oct. 11, 1947;00 Am. 1948, 1st Ex. Sess., Act 41, Imd. Eff. May 10, 1948;00 CL 1948, 38.1;[J Am. 1951, Act 200, Imd. Eff. June 14,
1951;0 Am. 1955, Act 237, Imd. Eff. June 21, 1955;0 Am. 1958, Act 207, Imd. Eff. May 5, 1958;00 Am. 1962, Act 233, Eff. Mar. 28,
1963;0 Am. 1968, Act 111, Eff. Nov. 15, 1968;00 Am. 1981, Act 157, Imd. Eff. Nov. 19, 1981;00 Am. 1982, Act 450, Imd. Eff. Dec. 30,
1982;0 Am. 1985, Act 151, Imd. Eff. Nov. 12, 1985;00 Am. 1987, Act 57, Imd. Eff. June 23, 1987;[] Am. 1988, Act 338, Imd. Eff. Oct.
18, 1988;0 Am. 1990, Act 119, Eff. Apr. 1, 1991;0 Am. 1990, Act 177, Imd. Eff. July 2, 1990;00 Am. 1995, Act 176, Imd. Eff. Oct. 17,
1995.

Administrativerules: R 38.11 and R 38.12 of the Michigan Administrative Code.

38.1a Definitions; A, B.

Sec. 1a. (1) “Accumulated contributions’ means the sum of al amounts deducted from the compensation
of a member and credited to the member's individual account in the employees savings fund, together with
regular interest on that account.

(2) “Actuarial cost” means an amount that shall be paid, except as otherwise specifically provided by this
act, by a member to purchase additional service credit as allowed under this act. Actuarial cost shall be
computed as provided in section 17].

(3) “Annuity” means annual payments for life derived from the accumulated contributions of a member.
An annuity shall be paid in equal monthly installments.

(4) “Annuity reserve’” means the present value, computed upon the basis of mortality and other tables
adopted by the retirement board, of all payments to be made on account of an annuity, or benefitsin lieu of an
annuity, granted to a member under this act.

(5) “Appointing authority” means the departmental officer who has the responsibility of making
appointments and handling al other personnel transactions affecting the employees in the agency that the
officer represents.

(6) “Banked leave time program” means the part B annual leave hours within the annual and sick leave
program for state employees approved by a ruling of the internal revenue service on September 5, 2003, in
which a pay reduction or other concessions are applied to a member or qualified participant in exchange for
additional part B annual leave hours.

History: Add. 1968, Act 111, Eff. Nov. 15, 1968;00 Am. 1995, Act 176, Imd. Eff. Oct. 17, 1995;00 Am. 1998, Act 205, Eff. Aug. 1,
1998;01 Am. 2004, Act 33, Imd. Eff. Mar. 22, 2004.

38.1b Definitions; B, C.

Sec. 1b. (1) "Beneficiary" or "disability beneficiary” means a person other than a retirant who receives a
retirement allowance, pension, or other benefit provided by this act.

(2) "Compensation” means the remuneration paid a member on account of the member's services rendered
to this state. If a member's remuneration is not paid totally in money, the retirement board shall employ the
maintenance-compensation schedules established from time to time by the civil service commission.
Compensation does not include any of the following:

(8) Remuneration paid in lieu of accumulated sick leave.

(b) Remuneration for services rendered after October 1, 1981, payable at retirement or termination under
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voluntary or involuntary pay reduction plan B, in excess of the amount the member would have received had
the member been compensated for those services at the rate of pay in effect at the time those services were
performed.

(c) Payment for accrued annual leave at separation in excess of 240 hours.

(d) Remuneration received by an employee of the department formerly known as the department of mental
health resulting from severance pay received because of the deinstitutionalization of the department formerly
known as the department of mental health resident population.

(e) Remuneration received as a bonus by investment managers of the department of treasury under the
treasury incentive bonus plan first approved by the civil service commission on February 11, 1988, pursuant
to section 5 of article XI of the state constitution of 1963.

(f) Remuneration received as a bonus or merit payment by assistant attorneys general in the department of
attorney general under the merit pay plan approved by the civil service commission on January 19, 1990,
pursuant to section 5 of article X| of the state constitution of 1963.

(g) Any amounts refunded under section 35(2).

(3) "Conservation officer" means an employee of the department of natura resources, or its predecessor or
successor agency, who has sworn to the prescribed oath of office and who is designated as a peace officer
under section 1606 of the natural resources and environmental protection act, 1994 PA 451, MCL 324.1606,
and section 1 of 1986 PA 109, MCL 300.21.

(4) "Credited service" means the sum of the prior service and membership service credited to a member's
service account.

History: Add. 1995, Act 176, Imd. Eff. Oct. 17, 1995;00 Am. 1996, Act 33, Imd. Eff. Feb. 26, 1996;00 Am. 2002, Act 93, Imd. Eff.
Mar. 27, 2002;00 Am. 2011, Act 264, Imd. Eff. Dec. 15, 2011.

Compiler'snote: Enacting section 1 of Act 264 of 2011 provides:

"Enacting section 1. If the office of retirement services in the department of technology, management, and budget receives
notification from the United States internal revenue service that any section or any portion of a section of this amendatory act will cause
the retirement system to be disqualified for tax purposes under the internal revenue code, then the portion that will cause the
disgualification does not apply."

38.1c Definitions; D.

Sec. 1c. (1) “Deferred member” means a member who is separated from state service for a reason other
than retirement or death and who has satisfied the requirements of section 20(4) or (5) for a deferred
retirement allowance.

(2) “Designated temporary layoff” means the layoff of a member that does not exceed 1 month and has a
fixed, predetermined, and announced recall date.

(3) “Direct rollover” means a payment by the retirement system to the eligible retirement plan specified by
the distributee.

(4) “Distributee” includes a member or deferred member. Distributee also includes the member's or
deferred member's surviving spouse or the member's or deferred member's spouse or former spouse under an
eligible domestic relations order, with regard to the interest of the spouse or former spouse.

History: Add. 1995, Act 176, Imd. Eff. Oct. 17, 1995.

38.1d Definitions.

Sec. 1d. (1) Beginning January 1, 2002, except as otherwise provided in this subsection, "eligible
retirement plan" means 1 or more of the following:

(a) Anindividual retirement account described in section 408(a) of the internal revenue code, 26 USC 408.

(b) Anindividual retirement annuity described in section 408(b) of the internal revenue code, 26 USC 408.

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

(d) A qualified trust described in section 401(a) of the internal revenue code, 26 USC 401.

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

() An €ligible plan under section 457(b) of the internal revenue code, 26 USC 457, that is maintained by a
state, a political subdivision of a state, an agency or instrumentality of a state, or an agency or instrumentality
of a political subdivision of a state, so long as amounts transferred into eligible retirement plans from this
retirement system are separately accounted for by the plan provider that accepts the distributee's eligible
rollover distribution. However, in the case of an €ligible rollover distribution to a surviving spouse on or
before December 31, 2001, an eligible retirement plan means an individua retirement account or an
individual retirement annuity described above.

(g) Beginning January 1, 2008, except as otherwise provided in this subsection, "eligible retirement plan®
means a Roth individual retirement account as described in section 408A of the internal revenue code, 26
USC 408A, subject to the rules that apply to rollovers from a traditional individua retirement account to a
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Roth individual retirement account.

(2) Beginning January 1, 2007, "eligible rollover distribution” means a distribution of all or any portion of
the balance to the credit of the distributee. Eligible rollover distribution does not include any of the following:

(a) A distribution made for the life or life expectancy of the distributee or the joint lives or joint life
expectancies of the distributee and the distributee's designated beneficiary.

(b) A distribution for a specified period of 10 years or more.

(c) A distribution to the extent that the distribution is required under section 401(a)(9) of the internal
revenue code.

(d) The portion of any distribution that is not includable in federal gross income, except to the extent such
portion of the distribution is paid to either of the following:

(i) An individua retirement account or annuity described in section 408(a) or 408(b) of the internal
revenue code, 26 USC 408.

(if) A qualified plan described in section 401(a) of the internal revenue code, 26 USC 401, or an annuity
contract described in section 403(b) of the internal revenue code, 26 USC 403, and the plan providers agree to
separately account for the amounts paid, including any portion of the distribution that is includable in federal
gross income, and the portion of the distribution which is not so includable.

(3) "Employee" means a person who may become eligible for membership under this act, as provided in
section 13, if the person's compensation is paid in whole or in part by this state.

(4) "Employer" or "state”" meansthis state.

History: Add. 1995, Act 176, Imd. Eff. Oct. 17, 1995;00 Am. 2002, Act 93, Imd. Eff. Mar. 27, 2002;J Am. 2008, Act 353, Imd. Eff.
Dec. 23, 2008.

38.1e Definitions; Fto I.

Sec. le. (1) "Fina average compensation” means the average of those years of highest annua
compensation paid to a member during a period of 5 consecutive years of credited service; or if the member
has less than 5 years of credited service, then the average of the annual compensation paid to the member
during the member's total years of credited service. For a person whose retirement allowance effective date is
on or after October 1, 1987, "final average compensation™ means the average of those years of highest annual
compensation paid to a member during a period of 3 consecutive years of credited service; or if the member
has less than 3 years of credited service, then the average of the annual compensation paid to the member
during the member's total years of credited service. Beginning January 1, 2012, compensation used to
compute final average compensation shall not include includable overtime compensation paid to the member
on or after January 1, 2012, except that a member's final average compensation that is calculated using any
time period on or after January 1, 2012 shall also include, as prorated for the time period, the average of
annual includable overtime compensation paid to the member during the 6 consecutive years of credited
service ending on the same final date as used to calculate the final average compensation or, if the calculation
date is before January 1, 2015, the average of the annual includable overtime compensation paid to the
member on or after January 1, 2009 and before the fina date as used to calculate the final average
compensation. A member's final average compensation shall not be diminished because of required 1-day
layoffs. The compensation used in computing the final average compensation for a period during which a
member is in a voluntary or involuntary pay reduction plan A or on a designated temporary layoff shall
include the value of the hours not worked calculated at the member's hourly rate or rates of pay in effect
immediately before the applicable fina average compensation period. A member's final average
compensation shall not be increased or decreased by the member's participation in voluntary or involuntary
pay reduction plan B. Payment for accrued annual leave at separation in excess of 240 hours and payment for
part B annual leave hours at separation shall not be included in final average compensation. Beginning
October 1, 2003, the compensation used to compute the final average compensation for a period during which
a member is participating in the banked leave time program shall include the value of any unpaid furlough
hours and the value of any unpaid hours exchanged for part B annual leave hours calculated at the member's
then current hourly rate or rates of pay.

(2) "Final compensation” means a member's annual rate of compensation at the time the member last
terminates employment with this state.

(3) "Furlough hours" means unworked hours incurred in conjunction with the banked leave time program.

(4) "Includable overtime compensation” means the value of overtime premium payments for services
rendered on or after January 1, 2009, and payments for services rendered in excess of 80 hours in a biweekly
pay period on or after January 1, 2009.

(5) "Internal revenue code" means the United States internal revenue code of 1986.

History: Add. 1995, Act 176, Imd. Eff. Oct. 17, 1995;0 Am. 1996, Act 487, Eff. Mar. 31, 1997;0 Am. 2004, Act 33, Imd. Eff. Mar.
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22, 2004;0 Am. 2011, Act 264, Imd. Eff. Dec. 15, 2011.

Compiler'snote: Section 2 of Act 487 of 1996 provides:

“If any section or part of a section of this act is for any reason held to be invaid or unconstitutional, the holding does not affect the
validity of the remaining sections of this act or the act in its entirety.”

Enacting section 1 of Act 264 of 2011 provides:

"Enacting section 1. If the office of retirement services in the department of technology, management, and budget receives
notification from the United States internal revenue service that any section or any portion of a section of this amendatory act will cause
the retirement system to be disqualified for tax purposes under the internal revenue code, then the portion that will cause the
disgualification does not apply."

38.1f Definitions; M to O.

Sec. 1f. (1) “Member” means a state employee included in the membership of the retirement system, as
provided for in section 13.

(2) “Membership service” means all service rendered after July 1, 1943.

(3) “New member” means a person who becomes a member of this retirement system on or after January
1, 1945,

(4) “Origina member” means a person who became a member of this retirement system before January 1,
1945, or as provided in section 18.

History: Add. 1995, Act 176, Imd. Eff. Oct. 17, 1995.

38.1g Definitions; P.

Sec. 1g. (1) “Pay reduction plan A” means the plan available to or required of a member during the fiscal
years ending on and after September 30, 1981 under which the member may elect to reduce by 1 hour or more
in any full-time pay period the number of hours worked with a corresponding reduction in compensation.

(2) “Pay reduction plan B” means the plan available to or required of a member during the fiscal years
ending on and after September 30, 1981 under which the member may elect to work an entire full-time pay
period, defer compensation for 1 or more of those hours, and accumulate or use the hours for which
compensation has been deferred in the same manner as annual leave hours.

(3) “Pension” means annual payments for life payable from funds of the retirement system as provided in
thisact. A pension shall be paid in equal monthly installments.

(4) “Pension reserve’ means the present value, computed upon the basis of mortality and other tables
adopted by the retirement board, of all payments to be made on account of a pension, or benefitsin lieu of a
pension, granted to a member under this act.

(5) “Prior service’” means all service as a state employee or as an appointed state officer, and as an elected
or appointed state official, rendered before July 1, 1943.

History: Add. 1995, Act 176, Imd. Eff. Oct. 17, 1995.

38.1h Definitions; R.

Sec. 1h. (1) “Regular interest” means a rate or rates per annum, compounded annually, as the retirement
board determines. For the purposes of employee refunds, the interest rate payable shall not exceed 4% per
annum, compounded annually.

(2) “Retirant” means a person who has ceased to be a member of the retirement system by reason of
retirement with a pension or retirement allowance payable from the funds of the retirement system.

(3) “Retirement allowance” means the sum of the annuity and the pension.

(4) “Retirement board” means the board provided for in section 2 to administer the retirement system.

(5) “Retirement system” means the state employees' retirement system created by section 2.

History: Add. 1995, Act 176, Imd. Eff. Oct. 17, 1995.

38.1i Definitions; S, T.

Sec. 1i. (1) “Service” means service rendered to this state by an elected or appointed state official or
employee of this state. Credit for service shall be determined by appropriate rules and regulations of the
retirement board, but not more than 1 year of service shall be creditable for all servicein 1 calendar year. The
retirement board shall not allow credit for service for any period of more than 1 month in any 1 calendar year
during which the employee was absent without pay. However, full service credit shall be given for a period
during which an employee is on leave of absence and is receiving worker's compensation benefits as the result
of a duty-incurred disability. Full service credit shall also be given to an employee for required 1-day layoffs,
for voluntary or involuntary participation in pay reduction plan A, pay reduction plan B, or both, in effect
during the fiscal years ending on and after September 30, 1981, for required and designated temporary
layoffs, and, beginning October 1, 2003, for furlough hours, and for participation in the banked leave time
program.
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(2) “State treasurer” means the treasurer of this state.

(3) “Tier 1" means the retirement plan available to a member under this act who was first employed and
entered upon the payroll before March 31, 1997 and who does not elect to become a qualified participant of
Tier 2.

(4) “Tier 2" means the retirement plan established pursuant to section 401(k) of the internal revenue code
that is available to qualified participants under sections 50 to 69.

History: Add. 1995, Act 176, Imd. Eff. Oct. 17, 1995;01 Am. 1996, Act 487, Eff. Mar. 31, 1997;0] Am. 2004, Act 33, Imd. Eff. Mar.
22, 2004.

Compiler'snote: Section 2 of Act 487 of 1996 provides:
“If any section or part of a section of this act is for any reason held to be invalid or unconstitutional, the holding does not affect the
validity of the remaining sections of this act or the act in its entirety.”

38.2 State employees' retirement system; creation; administration by retirement board; rules.

Sec. 2. (1) A state employees retirement system is created for the employees of the state of Michigan.

(2) Except as otherwise provided in this section, the administration and management of the retirement
system and the responsibility for making effective the provisions of this act are vested in a retirement board.
Except as otherwise provided in this section, the retirement board may promulgate rules pursuant to the
administrative procedures act of 1969, Act No. 306 of the Public Acts of 1969, being sections 24.201 to
24.328 of the Michigan Compiled Laws, for the implementation and administration of this act.

(3) Subsection (2) does not apply to the Tier 2 retirement plan. The retirement board shall not promulgate
rules for the establishment, implementation, administration, operation, investment, or distribution of a Tier 2
retirement plan.

History: 1943, Act 240, Eff. July 30, 1943;0 CL 1948, 38.2;00 Am. 1996, Act 487, Eff. Mar. 31, 1997.

Compiler'snote: Section 2 of Act 487 of 1996 provides:
“If any section or part of a section of this act is for any reason held to be invalid or unconstitutional, the holding does not affect the
validity of the remaining sections of this act or the act in its entirety.”

Administrativerules: R 38.11 and R 38.12 of the Michigan Administrative Code.

38.3 Retirement board; appointment and terms of members.

Sec. 3. (1) The retirement board shall consist of 9 members, asfollows:

(&) The insurance commissioner, the attorney genera, the state treasurer, the deputy legislative auditor
general, and the state personnel director.

(b) Two employee members of the retirement system, who shall be appointed by the governor. Not more
than 1 employee member of the retirement board shall be from any 1 department, bureau, or agency of state
government. The term of office of the employee members shall be 3 years.

(c) The 2 retirant members shall be retirants of the retirement system, who shall be appointed by the
governor. The term of office of the retirant members shall be 3 years.

(2) After the effective date of this amendatory act, the seat of the first employee member to retire at the
expiration of the member's present term or the member's retirement from active service, whichever shall be
first, shall be filled by the appointment of a second retirant member.

History: 1943, Act 240, Eff. July 30, 1943;01 CL 1948, 38.3;00 Am. 1965, Act 159, Imd. Eff. July 14, 1965;0 Am. 1970, Act 119,
Imd. Eff. July 23, 1970;,00 Am. 1976, Act 277, Eff. Mar. 31, 1977.

Compiler's note: For transfer of position of commissioner of office of financial and insurance regulation as member or chairperson
of board or commission to director of department of insurance and financial services, see E.R.O. No. 2013-1, compiled at MCL 550.991.

Transfer of powers: See MCL 16.206.

38.4 Retirement board; vacancies, vacation of office.

Sec. 4. () Any vacancy occurring 90 days or more before the expiration of the term of any employee or
retirant member of the retirement board shall be filled by appointment by the governor. The person thus
appointed shall serve for the balance of the unexpired term.

(b) Any employee or retirant member of the retirement board who fails to attend the scheduled meetings of
the retirement board for 3 consecutive months or longer, without valid excuse, shall be considered as having
resigned from board membership and the retirement board shall declare his office vacated as of the adoption
of a proper resolution, and shall notify the governor of the vacancy.

History: 1943, Act 240, Eff. July 30, 1943;00 CL 1948, 38.4;00 Am. 1955, Act 237, Eff. Oct. 24, 1955;0 Am. 1970, Act 119, Imd.
Eff. July 23, 1970.

38.5 Retirement board; oath; quorum; conducting business at public meeting; notice of
meeting; compensation and expenses.
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Sec. 5. (@) Each member of the retirement board, created by this act, upon election or appointment, shall
take an oath of office which shall be immediately filed in the office of the secretary of state. A majority of the
retirement board shall constitute a quorum for the transaction of business at a meeting of the board.

(b) The business which the retirement board may perform shall be conducted at a public meeting of the
retirement board held in compliance with the open meetings act, 1976 PA 267, MCL 15.261 to 15.275. Public
notice of the time, date, and place of the meeting shall be given in the manner required by the open meetings
act, 1976 PA 267, MCL 15.261 to 15.275.

(c) The members of the retirement board shall serve without compensation, but shall not suffer a loss
because of absence from regular employment, and shall be reimbursed for all actual necessary expense
incurred in performance of duties in accordance with the statutes of this state. Notwithstanding this section,
the retired state employee member shall receive the per diem compensation established annually by the
legislature for the performance of official duties by attendance at regularly scheduled meetings.

History: 1943, Act 240, Eff. July 30, 1943;00 CL 1948, 38.5;0 Am. 1972, Act 317, Imd. Eff. Jan. 2, 1973;0 Am. 1977, Act 184,
Imd. Eff. Nov. 17, 1977;0 Am. 2002, Act 93, Imd. Eff. Mar. 27, 2002.

38.6 Retirement board; officers and employees.

Sec. 6. Board chairman—secretary—actuary—medical advisor. The retirement board shall elect from its
membership a chairman and a vice chairman, and shall appoint an executive secretary, and shall employ such
other actuarial, medical, clerical, technical, and administrative employes as may be necessary for the proper
operation of the retirement system. The compensation of all persons so appointed and employed shall be fixed
in accordance with the official compensation schedules of the civil service commission.

History: 1943, Act 240, Eff. July 30, 1943;0 Am. 1944, 1st Ex. Sess,, Act 25, Imd. Eff. Feb. 29, 1944;[] CL 1948, 38.6.

38.7 Retirement system; actuarial valuation of assets and liabilities; investigation of
mortality, service, and compensation of members.

Sec. 7. The retirement board shall collect and keep in convenient form such data as shall be necessary for
an actuarial vauation of the assets and liabilities of the retirement system; and for making an actuaria
investigation into the mortality, service, compensation, and other experience of the members, retirants and
beneficiaries of the retirement system. At least once in each 5 year period, the retirement board shall cause an
actuarial investigation to be made into the mortality, service, compensation, and other experience of the
members and beneficiaries of the retirement system. Upon the basis of such actuarial investigation the
retirement board shall adopt such tables as are deemed necessary for the proper operation of the retirement
system and for making effective the provisions of this act.

History: 1943, Act 240, Eff. July 30, 1943;(] CL 1948, 38.7;00 Am. 1955, Act 237, Imd. Eff. June 21, 1955.

38.8 Administrative board; investment of funds, purchase of life insurance or annuity,
deposits.

Sec. 8. (@) The members of the retirement board shall be the trustees of the several funds created by this
act. The board may invest and reinvest the funds of the system subject to terms and restrictions imposed by
law upon a domestic life insurance company in this state in making and disposing of its investments, and
subject to the state law relating to the investment of funds of public employee retirement systems or plans.
The board may purchase, hold, sell, assign, transfer and dispose of any investment in which any fund of the
system has been invested, the proceeds of such investment and any moneys belonging to the system. All such
purchases shall be authorized by a resolution adopted by the board. The board may purchase appropriate
contracts of life insurance or annuity from insurers duly authorized to do business in the state, if and when
such purchase or purchases shall in the judgment of the board be appropriate or necessary to carry out the
purposes of this act.

(b) For the purpose of meeting disbursements for retirement allowance and other payments in excess of the
receipts, there shall be kept available by the retirement board an amount, not exceeding 10% of the total
amount in the funds provided for by this act, on deposit in the state treasury.

History: 1943, Act 240, Eff. July 30, 194301 CL 1948, 38.8;00 Am. 1951, Act 25, Imd. Eff. Apr. 13, 1951;00 Am. 1953, Act 127,
Imd. Eff. May 27, 1953;00 Am. 1955, Act 237, Imd. Eff. June 21, 1955;00 Am. 1965, Act 159, Imd. Eff. July 14, 1965.

38.9 State treasurer as custodian of retirement system funds; powers and duties.

Sec. 9. (1) All bonds or other obligations purchased according to section 8 shall be placed in the hands of
the state treasurer, who is hereby designated as custodian of the bonds or other obligations, and it shall be his
or her duty to collect the principal and the interest on the bonds or other obligations as they become due and
payable, and deposit the principal and interest when collected into the retirement system's funds provided for
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bonds or other obligations. The administrative board may sell any of the bonds or other obligations upon like
resolution, and the proceeds of the bonds or other obligations shall be paid by the purchaser to the state
treasurer upon delivery to him or her of those bonds or other obligations by the state treasurer.

(2) The state treasurer shall be the custodian of all other funds of the retirement system and all
disbursements shall be paid by the state treasurer upon vouchers authorized by the retirement board and
bearing the signature of the authorized officer of the retirement board. The state treasurer shall give a separate
and additional bond in an amount as may be established by the retirement board in the sum of not to exceed
$100,000.00 which bond shall be approved by the attorney general and shall be conditioned for the faithful
performance of his or her duties as custodian of the funds of the retirement system. The cost of the bond shall
be paid out of the expense fund of the retirement board. The bond shall be deposited with the secretary of
state and kept in his or her office.

(3) The state treasurer is hereby authorized and directed to deposit any portion of the funds of the
retirement system not needed for immediate use in the same manner and subject to al the provisions of law
with respect to the deposit of state funds by the state treasurer, and all interest earned on retirement system's
funds as may be deposited by the state treasurer under this act shall be collected by him or her and placed to
the credit of the retirement fund.

History: 1943, Act 240, Eff. July 30, 1943;00 Am. 1944, 1st Ex. Sess., Act 25, Imd. Eff. Feb. 29, 1944;(0 CL 1948, 38.9;0 Am. 2002,
Act 372, Imd. Eff. May 24, 2002.

38.10 Retirement board members and employees; interest in investments prohibited.

Sec. 10. No employe shall gain from investments. Except as provided herein, no member or employe of the
retirement board shall have any interest direct or indirect in the gains or profits of any investment made by the
retirement board nor as such directly or indirectly receive any pay or emolument for his services. And no
member or person connected with the said retirement board directly or indirectly, for himself or as an agent or
partner of others, shall borrow any of its funds or deposits or in any manner use the same except to make such
current and necessary payments as are authorized by the retirement board; nor shall any member or employe
of the retirement board become an endorser or surety or become in any manner an obligor for moneys loaned
by or borrowed of the retirement board.

History: 1943, Act 240, Eff. July 30, 1943;[0 CL 1948, 38.10.

38.11 Employees' savings fund, employer's accumulation fund, annuity reserve fund,
pension reserve fund, income fund, expense fund, and health insurance reserve fund;
creation; health advance funding subaccount; description of funds as reference to
accounting records of retirement system.

Sec. 11. (1) Thereis created the employees' savings fund, employer's accumulation fund, annuity reserve
fund, pension reserve fund, income fund, expense fund, and health insurance reserve fund.

(2) The employees savings fund is the fund in which shall be accumulated at regular interest the
contributions to the retirement system deducted from the compensation of members. The retirement board
shall provide for the maintenance of an individual account for each member that shows the amount of the
member's contributions together with interest on those contributions. The accumulated contributions of a
member returned to the member upon his or her withdrawal from service, or paid to the member's estate or
designated beneficiary in the event of the member's death, as provided in this act, shal be paid from the
employees savings fund. Any accumulated contributions not claimed by a member or the member's legal
representative as provided in this act within 5 years after the member's separation from state service shall be
transferred from the employees savings fund to the income fund. The accumulated contributions of a
member, upon the member's retirement, shall be transferred from the employees' savings fund to the pension
reserve fund.

(3) The employer's accumulation fund is the fund in which shall be accumulated the reserves derived from
money provided by this state for the payment of all retirement allowances to be payable to retirants and
beneficiaries as provided in this act. The amounts paid by this state shall be credited to the employer's
accumulation fund. Upon the retirement of a member, or upon the member's death, if a beneficiary is entitled
to aretirement allowance payable from funds of the retirement system, the difference between the reserve for
the retirement allowance to be paid on account of the member's retirement or death and the member's
accumulated contributions standing to his or her credit in the employees savings fund at the time of his or her
retirement or death shall be transferred from the employer's accumulation fund to the pension reserve fund. If,
in any year, the pension reserve fund is insufficient to cover the reserves for retirement allowances and other
benefits being paid from the fund, the amount or amounts of the insufficiency or insufficiencies shall be
transferred from the employer's accumul ation fund to the pension reserve fund.
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(4) The annuity reserve fund is the fund from which shall be paid al annuities, or benefits in lieu of
annuities, because of which reserves have been transferred from the employees' savings fund to the annuity
reserve fund. Upon the adoption of this act, the balance in the annuity reserve fund shall be transferred to the
pension reserve fund, and the annuities heretofore payable from the annuity reserve fund shall thereafter
become payable from the pension reserve fund.

(5) The pension reserve fund is the fund from which shall be paid all retirement allowances and benefitsin
lieu of pensions, as provided in this act. For adisability retirant returned to active service with this state, his or
her pension reserve, computed as of the date of return, shall be transferred from the pension reserve fund to
the employees' savings fund and the employer's accumulation fund in the proportion that this reserve, as of the
date of his or her retirement, was transferred to the pension reserve fund from the employees savings fund
and from the employer's accumulation fund. The amounts transferred to the employees savings fund under
this section shall be credited to the member'sindividual account in the fund.

(6) An income fund is created for the purpose of crediting regular interest on the amounts in the various
other funds of the retirement system with the exception of the expense fund, and to provide a contingent fund
out of which special requirements of any of the other funds may be covered. Transfers for specia
requirements shall be made only when the amount in the income fund exceeds the ordinary requirements of
the fund as evidenced by a resolution of the retirement board recorded in its minutes. The retirement board
shall annually allow regular interest for the preceding year to each of the funds enumerated in subsections (2),
(3), (4, (5), and (8), and the amount allowed under this subsection shall be due and payable to each of these
funds and shall be annually credited to the funds by the retirement board and paid from the income fund.
However, interest on contributions from members within a calendar year shall begin on the first day of the
next calendar year, and shall be credited at the end of the calendar year. Except as provided in this subsection,
income, interest, and dividends derived from the deposits and investments authorized by this act shall be paid
into the income fund. The retirement system shall determine the share of income, interest, and dividends
attributable to the balance in the health advance funding subaccount created under subsection (9) and the
share of income, interest, and dividends attributable to the health advance funding subaccount balance shall be
paid into the health advance funding subaccount. The retirement board is authorized to accept gifts and
bequests. Any funds that come into the possession of the retirement system as a gift or bequest, or any funds
that may be transferred from the employees savings fund by reason of lack of claimant, or because of a
surplusin any fund created by this act, or any other money the disposition of which is not otherwise provided
for in this act shall be credited to the income fund.

(7) The expense fund is the fund from which shall be paid the expenses of the administration of this act,
exclusive of amounts payable as retirement allowances and other benefits provided for in this act. The
legislature shall appropriate the funds necessary to defray and cover the expenses of administering this act.

(8) The hedlth insurance reserve fund is the fund into which appropriations made by the legidature,
subscriber co-payments, and payments by the retirement system under section 68 for health, dental, and vision
insurance premiums are paid. Health, dental, and vision insurance premiums payable pursuant to sections 20d
and 68 shall be paid from the health insurance reserve fund. The assets and any earnings on the assets
contained in the health insurance reserve fund and the health advance funding subaccount described in
subsection (9) are not to be treated as pension assets for any purpose.

(9) The health advance funding subaccount is the account to which amounts transferred pursuant to
sections 20d, 38(6), and 52 are credited. Any amounts received in the health advance funding subaccount and
accumulated earnings on those amounts shall not be expended until the actuarial accrued liability for health
benefits under section 20d is at least 100% funded. The department may expend funds or transfer funds to
another account to expend for health benefits under section 20d if the actuarial accrued liability for health
benefits under section 20d is at least 100% funded. For each fiscal year after the fiscal year in which the
actuarial accrued liability for health benefits under section 20d is at least 100% funded by the health advance
funding subaccount, amounts received in the health advance funding subaccount and accumulated earnings on
those amounts may be expended or credited to fund health benefits under section 20d as provided in section
38(3). For the fiscal year ending on September 30, 2003 only, the general fund portion of all amounts received
in the health advance funding subaccount as of October 1, 2002 and accumulated earnings on those amounts
shall be transferred to the general fund. Notwithstanding any other provision of this section, the department
may transfer amounts from the health advance funding subaccount to the employer's accumulation fund
created under this section if the department does both of the following:

(a) At least 45 days before the intended transfer, submits a request to the chairs of the senate and house
appropriations committees and, at least 15 days before the intended transfer, obtains the approval of both the
senate and house appropriations committees.

(b) Ensures that the request submitted to the senate and house appropriations committees contains an
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actuarial valuation prepared pursuant to section 38 that demonstrates that as of the beginning of afiscal year,
and after all credits and transfers required by this act for the previous fiscal year have been made, the sum of
the actuarial value of assets and the actuarial present value of future normal cost contributions does not
exceed the actuarial present value of benefits.

(10) The description of the various funds in this section shall be interpreted to refer to the accounting
records of the retirement system and not to the segregation of assets credited to the various funds of the
retirement system.

History: 1943, Act 240, Eff. July 30, 1943;00 Am. 1944, 1st Ex. Sess., Act 25, Imd. Eff. Feb. 29, 1944;00 CL 1948, 38.11;0 Am.
1953, Act 196, Eff. Oct. 2, 1953;00 Am. 1955, Act 237, Imd. Eff. June 21, 1955;00 Am. 1987, Act 57, Imd. Eff. June 23, 1987;0 Am.
1995, Act 176, Imd. Eff. Oct. 17, 1995;0 Am. 1996, Act 487, Eff. Mar. 31, 1997;0 Am. 2002, Act 93, Imd. Eff. Mar. 27, 2002;0 Am.
2002, Act 743, Imd. Eff. Dec. 30, 2002.

Compiler'snote: Section 2 of Act 487 of 1996 provides:
“If any section or part of a section of this act is for any reason held to be invaid or unconstitutional, the holding does not affect the
validity of the remaining sections of this act or the act in its entirety.”

38.12 Annual statement of retirement funds in custody of state treasurer; availability of
report and other writings to public; request for statement of credit.

Sec. 12. (1) The state treasurer shall furnish annually to the retirement board a statement of the amount of
the funds in the custody of the treasurer belonging to the retirement system.

(2) The report and any writing prepared, owned, used, in the possession of, or retained by the retirement
board or state treasurer in the performance of an official function shall be made available to the public in
compliance with Act No. 442 of the Public Acts of 1976, being sections 15.231 to 15.246 of the Michigan
Compiled Laws.

(3) A member of the retirement system shall be furnished with a statement of the amount of the credit of
that person's individual account in the employees savings fund upon written request. The retirement board
shall not be required to answer more than 1 request made by the retirement system member pursuant to this
subsection within a 12-month period.

History: 1943, Act 240, Eff. July 30, 1943;[] CL 1948, 38.12;0 Am. 1977, Act 184, Imd. Eff. Nov. 17, 1977.

38.13 Membership in retirement system.

Sec. 13. (1) Except as otherwise provided in this act, membership in the retirement system consists of state
employees occupying permanent positions in the state civil service. All state employees except those
specificaly excluded by law and those who are members or eligible to be members of other statutory
retirement systems in this state, shall become members of the retirement system. The employees may use
service previoudy performed as an employee of this state in meeting the service requirements for the
retirement allowances and death benefits provided by the retirement system. However, the prior service shall
not be used in computing the amount of a retirement allowance to be paid by the retirement system unless the
employee pays to the retirement system the amount the employee's contributions would have been had the
employee become a member immediately upon employment by the state with interest compounded annually
at the regular rate from a date 1 year after the date of employment by this state to the date of payment. A
person who draws compensation as a state employee of a political subdivision of this state is eligible for the
benefits provided by this act to the extent of the person's compensation paid by this state. An individual who
meets the requirements of section 44ais amember of the retirement system.

(2) Elected or appointed state officials may elect not to become or continue as members of the retirement
system by filing written notice with the retirement board. An appointed state official who is a member of a
state board, commission, or council and who receives a per diem rate in his or her capacity as a member of the
board, commission, or council is excluded from membership in the retirement system for the service rendered
in his or her capacity as a member of the board, commission, or council. Service performed by an elected or
appointed official during the time the official elects not to participate shall not be used in meeting the service
requirement or in computing the amount of retirement alowance to be paid by the retirement system. A
member who elects not to participate shall be refunded all contributions made before the election.

(3) Membership in the retirement system does not include any of the following:

(a) A person who is a contributing member in the public school employees' retirement system provided for
in the public school employees retirement act of 1979, 1980 PA 300, MCL 38.1301 to 38.1408.

(b) A person who is a contributing member in the Michigan judges retirement system provided for in the
judges retirement act of 1992, 1992 PA 234, MCL 38.2101 to 38.2670.

(c) A person who comes within the Michigan state police retirement system provided for in the state police
retirement act of 1986, 1986 PA 182, MCL 38.1601 to 38.1648.
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(d) An individual who is first employed and entered upon the payroll on or after March 31, 1997 for
employment for which the individual would have been eligible for membership under this section before
March 31, 1997. An individual described in this subdivision is eligible to be a qualified participant in Tier 2
subject to sections 50 to 69.

(e) Except as provided in section 19g, an individual who elects to terminate membership under section 50
and who, but for that election, would otherwise be eligible for membership in Tier 1 under this section.

(f) A retirant who again becomes employed by the state and is entered upon the payroll on or after
December 1, 2002, for employment for which the retirant would have been eligible for membership under this
section before December 1, 2002. A retirant described in this subdivision shall be a quaified participant in
Tier 2 subject to sections 50 to 69.

(4) A person who is hired in state classified or unclassified service after June 30, 1974, who is first
employed and entered upon the payroll before March 31, 1997, and who possesses a Michigan teaching
certificate shall be a member of this retirement system. After June 30, 1974, but before March 31, 1997, a
person who returns to state employment in the classified or unclassified service who previously was a
contributing member of the Michigan public school employees' retirement system shall have the person's
accumulated contributions and service transferred to this retirement system, or having withdrawn the
contributions, may pay into the retirement system the amount withdrawn together with regular interest and
have credit restored as provided for in section 16. On and after March 31, 1997, an individual described in
this subsection who returns to state service shall make an irrevocable election to remain in Tier 1 or to
become a qualified participant of Tier 2 in the manner prescribed in section 50.

(5) A person, not regularly employed by this state, who is employed through participation in 1 or more of
the following programs, shall not be a member of the retirement system and shall not receive service credit for
the employment:

(8 A program authorized, undertaken, and financed pursuant to the comprehensive employment and
training act of 1973, former Public Law 93-203, 87 Stat. 839.

(b) A summer youth employment program established pursuant to the Michigan youth corps act, 1983 PA
69, MCL 409.221 to 409.229.

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

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

(e) A program established pursuant to the Michigan community service corps program, first established
under sections 25 to 35 of 1983 PA 259.

(6) A person, not regularly employed by this state, who is employed to administer a program described in
subsection (5) shall not be a member of the retirement system and shall not receive service credit for the
employment.

(7) If aperson described in subsection (5)(a) later becomes a member of this retirement system within 12
months after the date of termination as a participant in a transitional public employment program, service
credit shall be given for employment which is excluded in subsection (5) for purposes of determining a
retirement allowance upon the payment by the person's employer under subsection (5) from funds provided
under the comprehensive employment and training act of 1973, former Public Law 93-203, 87 Stat. 839, as
funds permit, to the retirement system of the contributions, plus regular interest, the employer would have
paid had the employment been rendered in a position covered by this act. During the person's employment in
the transitional public employment program, the person's employer shall place in reserve a reasonable but not
necessarily an actuarially determined amount equal to the contributions that the employer would have paid to
the retirement system for those employees in the transitional public employment program as if they were
members under this act, but only for that number of employees that the employer determined would move
from the transitional public employment program into positions covered by this act. If the funds provided
under the comprehensive employment and training act of 1973, former Public Law 93-203, 87 Stat. 839, are
insufficient, the remainder of the employer contributions shall be paid by the person's current employer.

(8) For purposes of section 19g, a former member shall be considered a member and shall be considered to
have satisfied the requirements of section 19g(1)(c) and (2)(c) if the former member was employed by the
department formerly known as the department of mental health on January 1, 1996 and went on layoff status
before January 1, 1997.

History: 1943, Act 240, Eff. July 30, 1943;00 Am. 1944, 1st Ex. Sess., Act 25, Imd. Eff. Feb. 29, 1944;0 Am. 1947, Act 351, Eff.
Oct. 11, 1947;00 CL 1948, 38.13;00 Am. 1951, Act 200, Imd. Eff. June 14, 1951;0] Am. 1952, Act 38, Eff. Sept. 18, 1952;0 Am. 1955,
Act 237, Eff. Oct. 24, 1955;0 Am. 1956, Act 91, Imd. Eff. Apr. 5, 1956;0 Am. 1957, Act 145, Imd. Eff. May 29, 1957;0 Am. 1958, Act
207, Imd. Eff. May 5, 1958;0 Am. 1960, Act 156, Eff. Aug. 17, 1960;0 Am. 1961, Act 56, Eff. Sept. 8, 1961;00 Am. 1965, Act 189,
Imd. Eff. July 15, 1965;0 Am. 1970, Act 119, Imd. Eff. July 23, 1970;00 Am. 1974, Act 6, Imd. Eff. Jan. 30, 1974;00 Am. 1974, Act 216,
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Imd. Eff. July 19, 1974;0 Am. 1976, Act 63, Imd. Eff. Mar. 30, 1976;00 Am. 1978, Act 423, Imd. Eff. Sept. 30, 1978;0 Am. 1979, Act
146, Imd. Eff. Nov. 13, 1979;00 Am. 1983, Act 157, Imd. Eff. July 24, 1983;00 Am. 1984, Act 185, Imd. Eff. July 3, 1984;00 Am. 1993,
Act 195, Eff. Dec. 28, 1994;00 Am. 1996, Act 389, Imd. Eff. Sept. 30, 1996;00 Am. 1996, Act 487, Eff. Mar. 31, 1997;0 Am. 2002, Act
93, Imd. Eff. Mar. 27, 2002;00 Am. 2002, Act 743, Imd. Eff. Dec. 30, 2002.

Compiler'snote: Act 136 of 1945, referred to in this section, is repealed by Act 300 of 1980.

Section 2 of Act 195 of 1993 provides as follows:

“Section 2. This amendatory act shall not take effect unless the state administrative board certifies in writing to the secretary of state
by December 31, 1994 that an agreement for the transfer of all or substantially all of the assets and the assumption of all or substantially
all of the liabilities of the state accident fund has been consummated with a permitted transferee pursuant to the requirements of section
701a of the worker's disability compensation act of 1969, Act No. 317 of the Public Acts of 1969, being section 418.701a of the
Michigan Compiled Laws.”

Section 2 of Act 487 of 1996 provides:

“If any section or part of a section of this act is for any reason held to be invalid or unconstitutional, the holding does not affect the
validity of the remaining sections of this act or the act in its entirety.”

38.13a Blind or partially sighted licensed vending stand operators deemed employees; rights
and benefits; eligibility; contribution as condition to service credit; blindness not deemed
retirable disability; employer cost.

Sec. 13a. Effective January 1, 1973, blind or partially sighted persons licensed as vending stand operators
within the controlled programs of the bureau of blind services are deemed to be employees within the
meaning of this act for state retirement purposes only, and except as hereinafter provided are entitled to al the
rights and benefits of state employees covered by the provisions of this act. Operators licensed in the vending
stand program after January 1, 1973, who meet al the eligibility requirements of the state retirement system
shall participate under the provisions of this act. A person covered by this section may receive retirement
system service credit for not more than 10 years of service performed before January 1, 1973, providing, that
such person pays the state employees retirement system a contribution equal to that which would have been
paid for each year that the blind vending stand operator has been under the state employees retirement system
with a maximum contribution of $416.00 per year. Blindness shall not be deemed a retirable disability under
this act for persons covered by this section. The employer shall be deemed to be the Michigan department of
social services. The employer cost of retirement shall be funded from moneys appropriated yearly to the
department of social services.

History: Add. 1972, Act 320, Imd. Eff. Jan. 2, 1973;0 Am. 1973, Act 174, Imd. Eff. Dec. 21, 1973;0 Am. 1974, Act 352, Imd. Eff.
Dec. 21, 1974.

38.13b Credited service to include credit for service rendered to joint federal-state
commission; conditions.

Sec. 13b. A member who retires on or after October 1, 1979 shall have his or her credited service include
credit for service rendered by him or her between October 1, 1971 and October 1, 1979 to ajoint federa-state
commission authorized under the public works and economic development act of 1965, Public Law 89-136,
79 Stat. 552, in which the member represented this state and for which at least 50% of the member's salary
was derived from funds provided by this state, if the member pays into the employees savings fund a
contribution determined by the board, but not less than an amount equal to 5% of the member's full-time
compensation for the fiscal year in which payment is made, for each year of service clamed, and if the
member relinquishes al rights in and to any pension benefit he or she would be eligible to receive from
another publicly supported pension plan as the result of that service.

History: Add. 1982, Act 450, Imd. Eff. Dec. 30, 1982.

38.14 Information required of members by retirement board.

Sec. 14. Information furnished by members. Within 3 months after this act becomes effective, each
original member, and within 30 days after his employment, each new member, shall submit to the retirement
board a statement showing his name, sex, title, compensation, duties, date of birth, and length of service as a
state employe, and such other information as the retirement board shall require. Each state employe, upon
becoming a member, shall file a detailed statement of al his prior service as an employe and shall furnish
such other facts as the retirement board may require for the proper operation of the retirement system.

History: 1943, Act 240, Eff. July 30, 1943;00 CL 1948, 38.14.

38.15 Original members; prior service certification.

Sec. 15. Subject to such rules and regulations as the retirement board shall adopt, the retirement board shall
certify to each original member of the retirement system the aggregate amount of all service rendered by him
prior to July 1, 1943. Such certification shall be fina and conclusive for retirement purposes as to such
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service, unless modified by the retirement board upon application made by the member.
History: 1943, Act 240, Eff. July 30, 1943;00 CL 1948, 38.15;0 Am. 1955, Act 237, Imd. Eff. June 21, 1955.

38.16 Cessation of membership; reemployment.

Sec. 16. (1) Except as otherwise provided in this act, if a member separates or is separated from state
service without leave of absence before becoming eligible to retire with a retirement allowance payable from
funds of the retirement system, the member ceases to be a member and forfeits credit for al service rendered
by him or her before the date the member last separated from state service.

(2) If the individual again becomes employed by this state, he or she shall again become a member of the
retirement system.

(3) An employee who reenters state service within 15 years after the date of his or her last separation from
state service, or who accumulates 5 or more years of continuous service credit as a member of the retirement
system after reentering state service, shall have the service credit forfeited by him or her at the time he or she
last separated from service restored to his or her credit, if the member has not withdrawn his or her
accumulated contributions from the employees' savings fund. If an employee described in this subsection has
withdrawn his or her accumulated contributions from the employees' savings fund, the member shall have the
service credit forfeited by him or her restored to his or her credit if he or she returns to the fund all amounts
that were previously withdrawn from the fund, together with regular interest on that amount computed from
the date of withdrawal to the date of repayment.

(4) If amember becomes aretirant or dies, he or she ceases to be a member.

History: 1943, Act 240, Eff. July 30, 1943;01 Am. 1944, 1st Ex. Sess,, Act 25, Imd. Eff. Feb. 29, 1944;0 Am. 1945, Act 177, Eff.
Sept. 6, 1945;(] CL 1948, 38.16;01 Am. 1953, Act 112, Imd. Eff. May 25, 1953;01 Am. 1954, Act 126, Eff. Aug. 13, 1954;0] Am. 1955,
Act 237, Eff. Oct. 24, 1955;00 Am. 1970, Act 119, Imd. Eff. July 23, 1970;0 Am. 1997, Act 3, Imd. Eff. Apr. 15, 1997.

38.17 Service credited from state board of control for vocational education; conditions.

Sec. 17. (a) At retirement a member's credited service shall include service rendered by him under the state
board of control for vocational education, to the same extent that such service would have been credited had it
been rendered in a position covered under this act, if the member (1) relinquishes for himself and his
beneficiary al rights in and to a retirement allowance under the provisions of Act No. 136 of the Public Acts
of 1945, as amended, being sections 38.201 to 38.356 of the Compiled Laws of 1948, and (2) pays into the
employees' savings fund the contributions, together with regular interest, he would have paid had such service
been rendered in a position covered under this act.

(b) At retirement a member's credited service shall include service rendered by him in a position covered
under Act No. 136 of the Public Acts of 1945, as amended, to the same extent that such service would have
been credited had it been rendered in a position covered under this act, but such service credit shall not
include any period of service for which the member has acquired or could have acquired entitlement to an
annuity, pension or retirement alowance payable to or to be payable by a retirement system, except the
federal social security old-age, survivors and disability insurance program, under which the political
subdivision covers its employees, and if the member (1) relinquishes for himself and his beneficiary al rights
in and to a retirement allowance under the provisions of Act No. 136 of the Public Acts of 1945, as amended,
and (2) pays into the employees savings fund the contributions, together with regular interest, he would have
paid had such service been rendered in a position covered under this act.

History: 1943, Act 240, Eff. July 30, 1943;0] CL 1948, 38.17;0 Am. 1951, Act 146, Eff. Sept. 28, 1951;00 Am. 1955, Act 237, Imd.
Eff. June 21, 1955;00 Am. 1957, Act 145, Imd. Eff. May 29, 1957;00 Am. 1960, Act 156, Eff. Aug. 17, 1960;0 Am. 1965, Act 159, Imd.
Eff. July 14, 1965;00 Am. 1965, Act 189, Imd. Eff. July 15, 1965;00 Am. 1965, Act 384, Imd. Eff. Oct. 15, 1965.

38.17a Use of credited service acquired in employ of governmental unit; “governmental unit
of the state” defined.

Sec. 17a. (1) If an employee of a department of a governmental unit of the state is transferred to the
employ of the state, by reason of a function or functions of the department being transferred to the state, the
employee so transferred, who does not withdraw his accumulated contributions from the governmental unit's
retirement system, and subsequent to the date of his transfer acquires at least 1 year of service credit as a
member of the state employees retirement system, shall be entitled to use the credited service in force
previously acquired as a member of the governmental unit's retirement system in meeting the service
requirements for all retirement allowances and death benefits by the state employees' retirement system. The
credited service acquired in the employ of the governmental unit shall not be used in computing the amount of
aretirement allowance to be paid by the state employees' retirement system.

(2) For the purposes of this act “governmental unit of the state” includes the international bridge authority
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created by Act No. 99 of the Public Acts of 1954, being sections 254.221 to 254.240 of the Michigan
Compiled Laws.

History: Add. 1965, Act 402, Imd. Eff. Oct. 27, 1965;0 Am. 1966, Act 122, Imd. Eff. June 23, 1966;00 Am. 1974, Act 216, Imd. Eff.
July 19, 1974.

38.17b Credited service to include service rendered certain universities.

Sec. 17b. A member retired after January 1, 1965 shall have his or her credited service include service
rendered by him or her to the university of Michigan, Michigan state university, Wayne state university,
Oakland university, Grand Valley state university and Saginaw valley state university to the same extent that
service would have been credited had it been rendered in a position covered under this act, if the member pays
into the employees' savings fund the contributions, together with regular interest, he or she would have paid
had his or her service been rendered in a position covered under this act and if the member relinquishes for
himself or herself and his or her beneficiary al rightsin and to a retirement allowance for service rendered to
the university of Michigan, Michigan state university, Wayne state university, Oakland university, Grand
Valley state university and Saginaw valley state university.

History: Add. 1976, Act 34, Imd. Eff. Mar. 5, 1976;00 Am. 1987, Act 164, Imd. Eff. Nov. 5, 1987.

38.17c Retirement system service credit for period of service under county department of
social services; conditions.

Sec. 17c. Any member retired on or after January 1, 1975 who is an employee of a county department of
socia services who was merged and placed under the employment of the state department of social services
pursuant to Act No. 280 of the Public Acts of 1939, as amended, being sections 400.1 to 400.122 of the
Michigan Compiled Laws, shall receive retirement system service credit for the period of service under the
county department of social services if the employee withdraws al rights.in and to any pension benefit he
may be eligible to receive under a county pension plan, and pays into the state employees' retirement system a
contribution of $600.00 for each year of service claimed.

History: Add. 1976, Act 227, Imd. Eff. Aug. 4, 1976.

38.17d Credited service to include service rendered to department of state police or its
predecessor agencies, or to court of record; conditions.

Sec. 17d. A member who retires after October 8, 1976, at the member's request shall have his or her
credited service include service rendered by that member to the department of state police, or its predecessor
agencies, or to a court of record in this state to the same extent that the service is credited when rendered in a
position covered under this act, and if service credited when rendered in a position in a court of record of this
state exceeds 5 years, and if the member pays into the employees savings fund the contributions the member
paid during that period of service with the state police or its predecessor agencies or with the court of record
plus interest as established by the board and if the member relinquishes for himself or herself and the
member's beneficiary all rightsin and to a retirement allowance for that service rendered.

History: Add. 1976, Act 271, Imd. Eff. Oct. 8, 1976;0 Am. 1978, Act 593, Imd. Eff. Jan. 4, 1979.

38.17e, 38.17f Repealed. 1998, Act 205, Eff. Aug. 1, 1998.

Compiler's note: The repealed sections pertained to purchase of service credit as manager of department fee branch office or service
in VISTA or peace corps program.

38.17g Parental leave; purchase of service credit.

Sec. 17g. (1) A member who left or leaves service with the state or who left or leaves service for a
reporting unit of the public school employees retirement system for purposes of parental leave, and returned
or returns to service with the state without other intervening employment of more than 20 hours per week for
each week for which service credit is claimed, may purchase service credit for the time period or periods
during which the person was separated or on leave of absence from service with the state or separated or on
leave of absence from a reporting unit of the public school employees retirement system because of parental
leave, upon submitting an application described in subsection (5) and upon payment to the retirement system
of an amount that is equal to the actuarial cost multiplied by the member's full-time or equated full-time fiscal
year compensation for the fiscal year in which payment is made multiplied by each year and fraction of ayear
of service to be purchased, up to the maximum. For the purpose of computing payment under this subsection,
the compensation amount used shall not be less than the highest full-time or equated full-time fiscal year
compensation previously received by the member as a member of the system. The total service credited under
this section shall not exceed 5 years. A member requesting purchase of service credit under this section shall
certify to the retirement system the purpose for which the member took leave or was separated from service
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with the state.

(2) Service credit purchased under this section shall not be used to satisfy the minimum number of years of
service credit required to receive aretirement allowance under this act.

(3) If amember who made payment under this section dies and a retirement allowance is not payable, or if
the member leaves service with the state before his or her retirement allowance becomes effective, the
payment made by the member shall be refunded upon request to the member, to the person designated by the
member in writing to the retirement system, or if a person is not designated, then to the member's legal
representative.

(4) A member who reduces hours of employment with the state for purposes of parental leave may
purchase service credit for those hours by which employment was reduced if al other requirements of this
section are met.

(5) A member requesting purchase of service credit under this section shall submit an application as
prescribed by the retirement system in which the member shall certify the time period claimed for parenta
leave and the purpose of the parental leave. If a request for purchase of service credit under this section is a
result of leave taken to care for the member's child by birth or adoption, then the member also shall submit a
certified copy of abirth certificate or adoption document from the appropriate court.

(6) Parental leave is creditable under this act until the child, by birth or adoption, attains age 18 or is
married, whichever occursfirst.

(7) For purposes of this section, “parental leave” means either of the following:

(a) The presence of the member in the active participation or supervision in the day-to-day, ongoing care or
maintenance of his or her child by birth or adoption, for which the member reduces or €liminates the number
of hours worked for the state or the reporting unit in a normal work time period.

(b) A member's pregnancy, whether brought to full term or not, childbirth, and recuperation, for which the
member reduces or eliminates the number of hours worked for the state or the reporting unit in a normal work
time period.

History: Add. 1987, Act 57, Imd. Eff. June 23, 1987;0 Am. 1987, Act 241, Imd. Eff. Dec. 28, 1987;0 Am. 2004, Act 109, Imd. Eff.
May 20, 2004.

38.17h Full-time service as employee with city, county, township, or village of this state;
purchase of service credit.

Sec. 17h. (1) A member may elect to purchase service credit for not more than 5 years of full-time service
as an employee with a city, county, township, or village of this state, upon regquest and presentation of
documentation of the employment rendered which is verifiable from official employment records, which may
be substantiated by federal wage staiements, or other acceptable documentation as determined by the
retirement board, and upon payment to the board of an amount which is equal to the actuarial cost multiplied
by the member's full-time or equated full-time fiscal year compensation for the fiscal year in which payment
is made multiplied by each year and fraction of ayear of service to be purchased, up to the maximum. For the
purpose of computing payment under this subsection, the compensation amount used shall not be less than the
highest full-time or equated full-time fiscal year compensation previously received by the member as a
member of the system.

(2) Service credit purchased under this section shall not be used to satisfy the minimum number of years of
service credit required to receive aretirement allowance under this act.

(3) Service credit purchased under this section shall not be creditable toward retirement under this act if the
m