T CITY of NOVI CITY COUNCIL

Agenda ltem |
March 26, 2012

SUBJECT: Approval of MERS Hybrid Program (Benefit Program H) and Defined Contribution
Component Resolutions for POLC (Police Officers Labor Council) new hires effective April
1, 2012, pursuant to the arbitration ruling on March 15, 2012.

SUBMITTING DEPARTMENT: Human Resource, Finance, City Managers

CITY MANAGER APPROV
BACKGROUND INFORMATION:

Many public-sector employers have been overhauling their OPEB programs by limiting
contributions or eligibility, or dropping the benefit for future or even current retirees. The
changes are being driven by accounting rule changes that now force public-sector
employers to recognize a liability of any unfunded annual required contributions to the
plan.

The trend to recognize and reduce future legacy costs is not a new concept in Novi. Novi
has taken steps to limit the City’s exposure to future pension liabilities by closing the
Defined Benefit Pension Plans within the following groups:

Effective for employees hired after:
May 1, 2006 — Administrative employees;
December 1, 2006 — MAPE (formally Teamsters);
July 1, 2007 - Library employeses;

June 1, 2009 - Full-time Firefighter employees.

These groups now participate in the Municipal Employee's Retirement System (MERS)
Defined Contribution (DC) program. The City of Novi contributes 8 % of eligible earnings
and each member contributes 3 % to an individual account established for each
administrative and MAPE participant. For the library employees, the library contributes 6 %
of eligible earnings and each memlber contributes 3 % to an individual account
established for each participant. For firefighter employees, the City contributes 10 % of
eligible earnings and each member contributes 6 % 1o an individual account established
for each participant.

The DC plan maintains a schedule of vesting, with the participants becoming fully vested
upon completion of seven years of continuous service. The contribution requirements of
plan members are established and may be amended by the City Council in accordance
with City policies, union contracts, and MERS plan provisions.



MERS plan document has been revised to require an 80% funding level of both the division
and the entity as a whole, to close a defined benefit plan, and create a defined
contribution plan. The funding level requirement as of July 1, 2012 will be 100%. The City’s
total defined benefit plan funding percentage as of the last actuary report dated
December 31, 2010 was 62.9%. As an alternative to the defined contribution plan, MERS
has a plan offering called a Hybrid plan, which is not subject to the funding level
reguirements.

The MERS Hybrid [H] Plan was established in 2006 as a new benefit plan that a
participating municipality or court may adopt for its employees. The program

is available to all MERS employers and may be adopted on a division-by-division
basis. Hybrid [H] is two plans combined into one. Hybrid [H] Part | - Defined

Benefit (DB) is a modest DB portion with a promised lifetime benefit. Hybrid [H] Part
il — Defined Contribution (DC]) provides flexibility and portability to the employee.

During negotiations with the POLC group. the City offered the Hybrid plan for new hires, to
continue the policy direction to eliminate defined benefit plans. On March 15, 2012 the
arbitration award was rendered for the POLC group. The decision was awarded in favor
of the City, and included the following key Hybrid plan provisions:

s The Hybrid Plan is required for POLC employees newly hired after March 31, 2012,
The Defined Benefit plan requires a 1.5% multiplier and the Defined Contribution
Plan requires a 3% employee contribution and a 2% employer contribution.

s Vesting for the Defined Benefit Plan shall be six (6) years. Vesting for the Defined
Contribution Plan is 25% after three (3) years, 50% after five (5) years and 100% after
seven (7] years. Normal retirement age for the Defined Contribution Plan shall be
age 50.

s The 55/25 rider has been added to the Defined Benefit component of the Hybrid
Plan.

s Eligible earnings for contributions (also used for the computation of final average
compensation — FAC) shall be based on base salary and holiday pay.

The enclosed documents will establish the Hybrid Plan as specified above.

The COAM [Command Officers Association of Michigan) group will be the only unit left
with a defined benefit plan.

RECOMMENDED ACTION: Approval of MERS Hybrid Program (Benefit Program H) and Defined
Contribution Component Resolutions for POLC {Police Officers Labor Council) new hires
effective April 1, 2012, pursuant to the arbitration ruling on March 15, 2012.

A[2]Y| N 112 {Y [N
Mayor Gatt Council Member Margolis
Mayor Pro Tem Staudt Council Member Mutch
Council Member Casey Council Member Wrobel

Council Member Fischer




| Print Agreement

~ MERS

The Employer, a participating municipality or participating court (“court”) within the State of Michigan that
has adopted MERS coverage, hereby establishes the following MERS Benefit Program: Hybrid under MERS
Plan Document (“MERS Hybrid DC”) as authorized by Section 19B of the Municipal Employees’ Retirement
System of Michigan Plan Document. All references to “Plan Document” are to sections of the MERS Plan
Document; any reference to “Plan,” the “MERS Plan,” “Plan Participant,” “Participant,” or “Program,” shall
mean the MERS Hybrid DC Plan, unless otherwise specified.

This Adoption Agreement, together with Section 19B of the MERS Plan Document and the MERS Restated
Uniform Hybrid Resolution (“Resolution”), constitute the entire MERS Benefit Program Hybrid Plan Document.

EMPLOYER: City of Novi

Name of municipality or court

EFFECTIVE DATE

1.

If this is the initial Adoption Agreement relating to the MERS Defined Contribution Plan for this

Division, the Effective Date of the Benefit Program here adopted shall be the first day of:
April 2012
Month and Year

If this is an amendment and restatement of an existing adoption agreement relating to the
MERS Hybrid DC Plan for this Division, the effective date of this amendment and restatement
shall be the first day of: . This adoption agreement is

Month and Year
intended to replace and serve as an amendment and restatement of the Employer’s preexisting
plan, which was originally effective on the first day of:

Month and Year

ELIGIBILITY REQUIREMENTS

Only those Employees eligible for MERS Membership (Section 3 of the MERS Plan Document) shall be
eligible to participate in the MERS Hybrid DG Plan. A copy of ALL employee enroliment forms must be
submitted to MERS. The following group(s) of Employees are eligible to participate in the Plan:

POLC Division 02

Specify employee classification and division numbers
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V. CONTRIBUTION PROVISIONS

1. The Employer shall contribute on behalf of each Participant __ 2 % of Earnings or
$ for the calendar year (subject to the limitations of Sections 415(c) of the
Internal Revenue Code).

2. Each Participant is required to contribute __ 3 % of Earnings for the calendar year as
a condition of participation in the Plan. (Write “0” if no contribution is required.) *If other
contribution options are provided, please list on separate sheet of paper and attach to
Adoption Agreement.

If Employee contributions are required, an Employee shall not have the right to discontinue or
vary the rate of such contributions after becoming a Plan Participant.

The Employer hereby elects to “pick up” the Mandatory/Required Employee contribution.
The “pick-up” provision allows the empioyer to direct mandatory employee contributions
to be pre-tax.

] Yes O No

[Note to Employer: Picked up contributions are excludable from the Employee’s gross
income under Section 414(h)(2) of the Internal Revenue Code of 1986 only if they meet the
requirements of Rev. Rul. 2006-43, 2006-35 |.R.B. 329. Those requirements are (1) that the
Employer must specify that the contributions, although designated as Employee contributions,
are being paid by the Employer in lieu of contributions by the Employee; and (2) the Employee
must not have the option of receiving the contributed amounts directly instead of having them
paid by the Employer to the Plan. The execution of this Adoption Agreement by the Employer
shall constitute the official action required by Revenue Ruling 2006-43.]

3. Each Employee may make a voluntary (unmatched), after-tax contribution, subject to the
limitations of Section 415 of the Internal Revenue Code.

4, Employer contributions and Employee contributions shall be contributed to the Trust in
accordance with the following payment schedule:

(J Weekly M Bi-weekly _J Monthly
V. EARNINGS

Earnings shall be defined as “compensation” under Section 2A(6) of the MERS Plan Document, being
the Medicare taxable wages reported on the Employee’s W-2 statement.
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VI.

VII.

VIIIL.

VESTING PROVISION FOR EMPLOYER CONTRIBUTIONS AND NORMAL RETIREMENT AGE
The Employer hereby specifies the following vesting schedule (choose one):
J Immediate vesting upon participation

O] Cliff vesting: The participant is 100% vested upon a stated number of years. Stated
year may not exceed maximum 5 years of service:

Stated Year: O41 O2 O3 4 Os

O Graded vesting percentage per year of service: Employers can select the percentage
of vesting with the corresponding years of service, however the scale cannot exceed
a maximum of six years of service to reach 100% vesting, nor less than the stated
minimums below:

% after 1 year of service.

% after 2 years of service.
25 % (not less than 25%) after 3 years of service.

% (not less than 50%) after 4 years of service.
50 % (not less than 75%) after 5 years of service.
100 % (not less than 100%) after 6-years-of-serviee.

|7 years of service |

Notwithstanding the above, a member shall be vested in his/her entire employer contribution account,
to the extent that the balance of such account has not previously been forfeited, if he/she is employed
on or after his/her Normal Retirement Age. “Normal Retirement Age” shall be presumed to be age 60
(unless a different normal retirement age is here specified;_50 ).

In addition, notwithstanding the above, in the event of disability or death, a member or his/her
beneficiary shall be vested in his/her entire employer contribution account, to the extent that the
balance of such account has not previously been forfeited as described in Section 19A(7) of the MERS
Plan Document.

Loans (not more than two) are permitted under the Program. MERS recommendation is “No,” not to
allow loans: loans permit your employees to borrow against their retirement account.

(J Yes No

The Plan will accept an eligible rollover distribution from an eligible retirement plan described in
Section 401(a) (including “401(k)”) or 403(a) of the Code, an annuity contract described in Section
403(b) of the Code, an eligible deferred compensation plan described in Section 457(b} of the Code
maintained by a state, political subdivision of a state, or any agency or instrumentality of a state or
political subdivision of a state, or an individual retirement account or annuity described in Section
408(a) or 408(b) of the Code, including after-tax employee contributions, as applicable. The Plan will
account separately for pre-tax and post-tax contributions and earnings thereon.
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IX. The Employer hereby agrees to the provisions of the MERS Uniform Defined Contribution Plan and
agrees that in the event of any conflict between MERS Plan Document Section 19B and the MERS
Hybrid Plan, the provisions of Section 19B shall control.

X. The Employer hereby appoints MERS as the Plan Administrator pursuant to the terms and conditions
of the Plan.

Xl. The Employer hereby agrees to the provisions of the Plan.

Xil. The Employer hereby acknowledges it understands that failure to properly fill out this Adoption
Agreement may result in the ineligibility of the Plan in the DC component of the Hybrid Plan.

In Witness Whereof, the Employer hereby causes this Agreement to be executed on
this day of , 20

Employer:

By:

Title: Robert J. Gatt, Mayor

Attest:
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| Print Resolution I

- MERS

WHEREAS, under the Municipal Employees Retirement Act of 1984, section 36(2)(a);
MCL 38.1536(2)(a); Plan Document Section 36(2)(a), provides the Retirement Board (effective
August 15, 1996):

[s]hall determine and establish all of the provisions of the retirement system affecting benefit
eligibility, benefit programs, contribution amounts, and the election of municipalities, judicial
circuit courts, judicial district courts, and judicial probate courts to be governed by the provisions
of the retirement system ... [and] to establish additional programs including but not limited to
defined benefit, defined contribution, ancillary benefits, health and welfare benefits, and other post
employment benefit programs (as amended by 2004 PA 490).

WHEREAS, pursuant to the Board’s powers, the MERS Plan Document of 1996 was adopted effective
October 1, 1996, and the Plan has been amended periodically by the Board.

WHEREAS, the MERS Plan, an agent, multiple employet, public employee pension plan, has been
determined by the Internal Revenue Service to be a governmental plan that is tax qualified as a trust under
Code section 401(a) and exempt from taxation under section 501(a) (Letter of Favorable Determination
dated June 15, 2005; and letter dated July 8, 1997).

WHEREAS, on March 14, 2006, the Retirement Board has authorized establishment of a Hybrid Plan, with
a defined benefit (DB) and defined contribution (DC) component.

WHEREAS, new Section 19B, Benefit Program H, and related plan amendments, create a new Hybrid
Program that a participating municipality or court may adopt for MERS members to be administered
in whole or in part under the discretion of the Municipal Employees’ Retirement Board as trustee

and fiduciary, directly by (or through a combination of) MERS or MERS duly-appointed third-party
administrator for the DC component.

WHEREAS, this Uniform Hybrid Program Resolution has been approved by the Retirement Board under
the authority of MCL 38.1536(2)(a); Plan section 36(2)(a) declaring that the Retirement Board “shall
determine . . . and establish” all provisions of the retirement system. Under this authority, the Retirement
Board authorized Section 19B, Benefit Program H, which shall not be implemented unless in strict
compliance with the terms and conditions of this Resolution as provided under section 19B(2):

¢ In the event any alteration of any provision of this section 19B, or other sections of the Plan
Document related to the provisions of Benefit Program H, is made or occurs, under section 43B
of the Plan Document concerning collective bargaining or under any other plan provision or law,
adoption of Benefit Program H shall not be recognized, other than in accordance with this section
and other sections of the Plan Document related to the provisions of Benefit Program H.

¢ In the event any alteration of the terms or conditions stated in this Uniform Resolution is made
or occurs, it is expressly recognized that MERS and the Retirement Board, as sole trustee and
fiduciary of the MERS Plan and its trust reserves, and whose authority is nondelegable, shall have
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no obligation or duty: to administer (or to have administered) the Benefit Program H; to authorize
the transfer of any Plan assets to the Hybrid Program; or to continue administration by MERS
directly or indirectly, or by any third-party administrator.

WHEREAS, concurrent with this Resolution, and as a continuing obligation, this governing body
has completed and approved, and submitted to MERS, documents necessary for adoption and
implementation of MERS Benefit Program H.

NOW, THEREFORE, BE IT RESOLVED that the governing body adopts MERS Benefit Program H (Hybrid
Program) as provided below.

I NEW EMPLOYEES (Plan Sec 19B(4) — (12))

Effective the first day of April ,2012 | (to be known as the ADOPTION DATE), the

City of Novi hereby adopts Benefit Program H for

(MERS municipality/court)
POLC (Division #02)

(specify division numbers)

first hired or rehired to the division at any time on and after the Adoption Date, and optional
participation for any employee or officer of this municipality otherwise eligible to participate in
MERS under Section 2B(3)}(a) of the Plan Document who has previously elected to not participate
in MERS. The employer shall establish the transfer rule for transferred employees in the Employer
Resolution Establishing a Uniform Transfer Provision. ONLY THOSE EMPLOYEES ELIGIBLE
FOR MERS MEMBERSHIP (SECTIONS 2B(3) AND 3 OF THE PLAN DOCUMENT) SHALL BE
ELIGIBLE TO PARTICIPATE.

(A) HYBRID PLAN CONTRIBUTIONS

* The DB Component shall be exclusively funded by the employer, with no member
contributions permitted.

e For the DC Component, employee and employer contributions shall be required as allowed
and specified in Plan section 19B(8) and the MERS Uniform Hybrid DC Component Adoption
Agreement (“Adoption Agreement,” Attachment 1, completed and approved and a certified
copy submitted to MERS concurrent with and incorporated by reference in this Resolution). A
member is immediately 100% vested in any employee contributions, and is vested in employer
contributions under the employer vesting schedule.

(B) COMPENSATION AND EARNINGS

¢ For the DB Component, earnings shall include items of “Compensation” under Section 2A(6) of
the MERS Plan Document, with the exception of the last sentence, which shall not apply.

¢ For the DC Component, earnings shall include items of “Compensation” under Section 2A(6)
of the MERS Plan Document as provided for Benefit Program DC, which equals the Medicare

taxable wages as reported by the employer on the member’s federal form W-2, wage and tax
statement.
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(C) HYBRID PLAN VESTING
e For the DB Component, 6 year vesting is mandatory (Plan Sec 19B(5)(b)).

e For the DC Component, employee and employer contributions shall be required as allowed
and specified in Plan section 19B(8) and the Adoption Agreement (Attachment 1, completed
and approved and a certified copy submitted to MERS concurrent with and incorporated
by reference in this Resolution). A member is immediately 100% vested in any employee
contributions, and is vested in employer contributions under the employer vesting schedule.

e As provided in Section 19B(3):

Where a member has previously acquired in the employ of any participating municipality or
participating court:

{a) not less than 1 year of defined benefit service in force (including Hybrid Program) with any
participating municipality or participating court;

(b) eligible credited service where the participating municipality or participating court has
adopted the Reciprocal Retirement Act, 1961 PA 88;

(c) at least 12 months in which employer contributions by a participating municipality or
participating court have been made on behalf of the member under Benefit Program DC or
Hybrid Program, such service shall be applied toward satisfying the vesting schedule for
the DB Component, and for the DC Component, for employer contributions.

(D) BENEFITS UNDER HYBRID PLAN
e For the DB component:

(1) The Benefit Multiplier (Plan Section 19B(4)) initially selected shall be irrevocable, shall not
later be changed and shall be the one here specified (select only ane of the following):

(J (a) 1.0 % times (x) years of service times (x) FAC
O (b) 1.25% times (x) years of service times (x) FAC .
™ (c) 1.5% times (x) years of service times (x) FAC —{age 55 w/25 years
of service

(2) Final Average Compensation (FAC) shall = .-AC-3 (Plan Section 19B(6)).

(3) The Benefit shall be payable at wy. < . (Plan Section 19B(5)(b)).

(4) Credited Service shall be comprised solely of the sum of (a) the total of the member’s
credited service (if any) under the previous DB program on the effective date of coverage
under the Hybrid Plan (Plan Section 19B(16)(b)(ii); see Il (E)(b)(ii) below); plus (b) credited
service earned by the member after the effective date of coverage under the Hybrid Plan
(Plan Section 18B(17)(b)).

e For the DC Component (Plan Section 19B(12)):
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Upon termination of membership, a vested former member or a beneficiary, as applicable, shall
elect one or a combination of several of the following methods of distribution of the vested
former member’s or beneficiary’s accumulated balance, to the extent allowed by federal law
and subject to Plan Section 19B(11)(b) and procedures established by the Retirement Board:

(1) Lump sum distribution to the vested former member or beneficiary.

(2) Lump sum direct rollover to another eligible retirement plan, to the extent allowed by federal
law.

(8) Annuity for the life of the vested former member or beneficiary, or optional forms of annuity
as determined by the Retirement Board.

(4) No distribution, in which case the accumulated balance shall remain in the retirement
system, to the extent allowed by federal law.

STOP If covering new employees only, skip Il and Il and go to IV on page 9. STOP
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. OPTIONAL PROVISION FOR CURRENT MERS DEFINED BENEFIT MEMBERS WHERE
HYBRID PROGRAM FOR NEW EMPLOYEES ESTABLISHED (FOR TRANSFERS FROM MERS
DEFINED CONTRIBUTION PROGRAM, SEE SECTION llI)

(Plan Sec 19B(13)-(16))

THIS OPTIONAL SECTION SHALL ONLY BE SELECTED WHERE THE TOTAL FUNDED
PERCENT OF AGGREGATE ACCRUED LIABILITIES AND VALUATION ASSETS OF ALL
RESERVES SPECIFIED IN TABLE 13 (OR SUCCESSOR TABLE) FOR THE PARTICIPATING
MUNICIPALITY OR COURT, AND FOR THE AFFECTED MEMBER BENEFIT PROGRAM
CLASSIFICATION(S) (DIVISION(S)) SPECIFIED IN THE MOST RECENT MERS ANNUAL
ACTUARIAL VALUATION REPORT IS AT LEAST EIGHTY PERCENT (80%).

IT IS ADDITIONALLY RESOLVED, as provided in each of the following paragraphs:
(A) Effective on the Adoption Date, pursuant to Plan Section 19B(13):

all current MERS defined benefit members who are members of the same employee
classification described in Section | above on the Adoption Date shall be offered the
opportunity to irrevocably elect coverage under Benefit Program H. Section 19B(14) specifies
an employee’s written election to participate shall be filed with MERS: (a) not earlier than the
last day of the third month after this Resolution is adopted and received by MERS; and (b)
not later than the first day of the first calendar month that is at least six months after MERS
receives this Resolution. This means each eligible employee will have about 90 days to make
the decision.

After MERS receives this Resolution, this governing body’s authorized official and eligible
employees will be advised by MERS of the election window timelines and other information to
consider in making the irrevocable decision whether to participate in Benefit Program H.

Participation for those electing coverage shall be effective the first day of the first calendar
month at least six (6) months after MERS’ receipt of the Resolution, here designated as being

the month of , 20 , (insert month and year) which shall be
known as the “CONVERSION DATE.”

The opportunity for current employees on the Adoption Date to participate in the Hybrid
Program shall (select 1 of the following 2 choices):

(] apply to all employees who separate from or terminate employment with this municipality
after the Adoption Date and before the Conversion Date, so long as the employee does
not receive a retirement allowance (including distributions from Benefit Programs DC or H)
from MERS based on service for this municipality.

(J not apply to any employee who separates from or terminates employment with this
municipality after the Adoption Date.
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(B) CONTRIBUTIONS shall be as provided in Section | (A} above.
(C) COMPENSATION AND EARNINGS shall be as provided in Section | (B) above.
(D) HYBRID PLAN VESTING shall be as provided in Section | (C) above.

(E) For each employee irrevocably electing to participate in Benefit Program H, then under Plan
Section 19B(16), the Retirement Board shall transfer the following amounts from the reserve for
employee contributions and the reserve for employer contributions and benefit payments to the
reserve for defined contribution plan:

(a) The member’s accumulated contributions, if any, as of 12:01 a.m. on the day the member
becomes covered by Benefit Program H shall be transferred from the reserve for employee
contributions to the member’s credit in the reserve for Benefit Program H Defined
Contribution component.

{b) The funded excess present value shall be computed as the excess, if any, of the actuarial
present value of the accrued benefit associated with the member’s coverage under
the previous benefit program, over the actuarial present value of the accrued benefit
associated with the member’s coverage under the defined benefit component of Benefit
Program H, after such excess is multiplied by the funded level percentage selected by the
governing body in subparagraph(F}¥2) below {which shall not be less than 80% nor exceed
100% funded level percentage in any case). The excess, if any, of the funded excess
present value over the amount specified in sub-paragraph (a) shall be transferred from the
reserve for employer contributions and benefit payments to the member’s credit in the
reserve for Benefit Program H Defined Contribution component. For purposes of this sub-
paragraph:

() The actuarial present values shall be computed as of 12:01 a.m. on the day the
member becomes covered by Benefit Program H and shall be based on the actuarial
assumptions adopted by the Retirement Board.

(il On the effective date of the change of the benefit program the member’s credited
service under Benefit Program H shall be equal to the member’s credited service under
the previous benefit program.

(iiiy In determining final average compensation there shall not be included any accrued
annual leave.

{iv) The earliest retirement date (for an unreduced benefit) assumption under the defined
benefit program in effect on the effective date of the change of the benefit program shall
be utilized. Likewise the earliest retirement date assumption under Benefit Program H
shall be utilized.

(v} For purposes of the actuarial present value calculation, any future benefit otherwise
payable under Benefit Program E or E-1 shall be disregarded.

The transfer shall be made approximately 30 calendar days after the Conversion Date, and the
transfer amount shall include pro-rated regular interest at the regular Board-established rate
for crediting of interest on member’s accumulated contributions in the defined benefit program,
measured from the Conversion Date to the actual transfer date.
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-

(F) Per Plan Section 19B(16)(b), the Retirement Board has established the assumptions for
calculation of the actuarial present value of a member’s accrued benefit that may be
transferred. The assumptions are:

(1) The interest rate in effect as of the Adoption Date, to determine actuarial present
value, shall be the Board-established investment earnings rate assumption
{currently eight percent (8.00%)).

(2) The funded level for the member’s specific MERS division (total funded percentage
of the present value of accrued benefits which shall be determined using Termination
Liability under Table 12 or successor table and valuation assets of all reserves using
Table 13) as of the Adoption Date from the most recent MERS annual actuarial valuation
report data provided by MERS actuary. In the APV calculation, the funded level used
shall be (select one of the following):

(] Table 12 Termination Liability funded level for the division (not less than 80% nor to
exceed 100% funded level).

(1 If greater than the division’s funded level but not more than 100% funded level, then

MERS is directed to compute the funded percentage for the transfer calculation on

% funded basis (insert number greater than the division’s Table 12 Termination Liability funded
level percentage but not more than 100%). Where less than 100% funded level exists, this
governing body recognizes that such direction shall increase its pension funding liability.
MERS shall not implement such direction unless the governing body forwards to MERS
sufficient cash up to the funded level selected for all members prior to the Conversion
Date; if sufficient cash is not forwarded, then the governing body expressly covenants
with MERS and directs, as a condition of this selection, to MERS billing and the governing
body remitting to MERS all contributions necessary to fund the unfunded liability
occasioned by the aggregate transfer of the difference between the actual funded level for
the division and funded level directed above over a period of four (4) years.

lil. TRANSFER OF CURRENT MERS DEFINED CONTRIBUTION PROGRAM MEMBERS WHERE
HYBRID PROGRAM FOR NEW EMPLOYEES ESTABLISHED Plan Sec 19B(13) - (15), (17)

IT IS ADDITIONALLY RESOLVED, as provided in each of the following paragraphs:

(A) Effective on the Adoption Date, pursuant to Plan Section 19B(13) all current MERS defined
contribution members who are members of the same employee classification described in
Section | above on the Adoption Date shall be offered the opportunity to irrevocably elect
coverage under Benefit Program H. Section 19B(14) specifies an employee’s written election
to participate shall be filed with MERS: (a) not earlier than the last day of the third month after
this Resolution is adopted and received by MERS; and (b) not later than the first day of the first
calendar month that is at least six months after MERS receives this Resolution. This means
each eligible employee will have about 90 days to make the decision.

After MERS receives this Resolution, this governing body’s authorized official and eligible
employees will be advised by MERS of the election window timelines and other information to
consider in making the irrevocable decision whether to participate in Benefit Program H.
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Participation for those electing coverage shall be effective the first day of the first calendar
month at least six (6) months after MERS’ receipt of the Resolution, here designated as being

the month of , 20 , (insert month and year), which shall be known as the
“CONVERSION DATE.”

The opportunity for current employees on the Adoption Date to participate in the Hybrid
Program shall (select 1 of the following 2 choices):

(J apply to all employees who separate from or terminate employment with this municipality
after the Adoption Date and before the Conversion Date, so long as the employee does not
receive a retirement allowance {including distributions from Benefit Programs DC or H) from
MERS based on service for this municipality.

[J not apply to any employee who separates from or terminates employment with this municipality
after the Adoption Date.

{B) CONTRIBUTIONS shall be as provided in Section | (A) above.
(C) COMPENSATION AND EARNINGS shall be as provided in Section | (B) above.
(D) HYBRID PLAN VESTING shall be as provided in Section | (C) above.

(E) For each employee irrevocably electing to participate in Benefit Program H, then under Plan
Section 19B(17), the following shall apply:

(@) The member’s accumulated balance in the reserve for defined contribution plan under Benefit
Program DG, if any, as of 12:01 a.m. on the day the member becomes covered by Benefit
Program H shall be transferred to the member’s credit in the reserve for defined contribution
plan under Benefit Program H Defined Contribution component.

(b} For purposes of calculating benefit amounts under the defined benefit component of Benefit
Program H, only credited service earned after 12:01 a.m. on the day the member becomes
covered by Benefit Program H shall be recognized.

IV. THIRD PARTY ADMINISTRATION

The Municipal Employees’ Retirement Board retains full and unrestricted authority over the
administration of MERS Benefit Program H, including but not limited to the appointment and
termination of the third-party administrator, or MERS self-administration of the defined contribution
program in whole or in part.
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V. EFFECTIVENESS OF THIS RESOLUTION

BE IT FINALLY RESOLVED: This Resolution shall have no legal effect under the MERS Plan
Document until a certified copy of this adopting Resolution shall be filed with MERS, and MERS
determines that all necessary requirements under Plan Document Section 19B, this Resolution,
and other applicable requirements have been met. All dates for implementation of Benefit Program
H under Section 19B shall be determined by MERS from the date of filing with MERS of this
Resolution in proper form and content. Upon MERS determination that all necessary documents
have been submitted to MERS, MERS shall record its formal approval upon this Resolution, and
return a copy to the Employer’s Hybrid Program Plan Coordinator identified in Section IV (D) above.

In the event an amendatory Resolution or other action by this Governing Body is required, such
Resolution or action shall be deemed effective as of the date of the initial Resolution or action
where concurred in by this governing body and MERS (and the third-party administrator if
necessary). Section 54 of the Plan Document shall apply to this Resolution and all acts performed
under its authority. The terms and conditions of this Resolution supersede and stand in place of
any prior resolution, and its terms are controlling.

| hereby certify that the above is a true copy of a Resolution adopted at the official meeting held

on , 20

(Signature of authorized official)

Please send MERS fully executed copy of:

e MERS 2010 Restated Uniform Hybrid Program (Benefit Program H) Resolution
{this form, MD-043)

e MERS Restated Hybrid Plan (Defined Contribution Component) Adoption Agreement
(form MD-044)

e Declaration of Trust and certified minutes stating governing body approval, and/or union
contract language

Received and Approved by the Municipal Employees’ Retirement System of Michigan

Dated: , 20

(Authorized MERS signatory)
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