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SENATE BILL NO. 605

May 18, 1999, Introduced by Senator VAN REGENMORTER and referred
to the Commttee on Judiciary.

A bill to anmend 1992 PA 234, entitled
"The judges retirenent act of 1992,"
by anendi ng sections 701, 702, 705, 706, and 711 (MCL 38. 2651,
38. 2652, 38. 2655, 38.2656, and 38.2661), sections 701 and 702 as
amended by 1998 PA 66 and sections 705, 706, and 711 as added by
1996 PA 523.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 701. (1) The retirenent system shall provide an oppor-
tunity for each nmenber who is a nenber on March 30, 1997, to
elect in witing to term nate nenbership in Tier 1 and elect to
becone a qualified participant in Tier 2. An election nade by a
menber under this subsection is irrevocable. The retirenent
system shall accept witten elections under this subsection from
menbers during the period beginning on January 2, 1998 and endi ng

on May 31, 1998. A nenber who does not neke a witten el ection
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or who does not file the election during the period specified in
this subsection continues to be a nenber of Tier 1. A nenber who
makes and files a witten el ection under this subsection elects
to do all of the foll ow ng:

(a) Cease to be a nenber of Tier 1 effective 12 m dni ght
June 30, 1998.

(b) Becone a qualified participant in Tier 2 effective 12:01
a.m, July 1, 1998.

(c) Except as otherwi se provided in this subdivision, waive
all of his or her rights to a pension, an annuity, a retirenent
al | omance, an insurance benefit, or any other benefit under Tier
1 effective 12 m dni ght June 30, 1998. This subdivision does not
affect a person's right to health benefits provided under this
act pursuant to section 719.

(2) I'f an individual who was a vested fornmer nenber on March
30, 1997, or an individual who was a former nonvested nenber on
March 30, 1997 becones a judge or state official and is again
eligible for nmenbership in Tier 1, the individual shall elect in
witing to remain a nenber of Tier 1 or to term nate nenbership
in Tier 1 and becone a qualified participant in Tier 2. An elec-
tion nmade by a vested fornmer nenber or a fornmer nonvested nenber
under this subsection is irrevocable. The retirenent system
shal | accept witten elections under this subsection froma
vested former nmenber or a former nonvested nmenber during the
period beginning on the date of the individual's eligibility for
menber shi p and endi ng upon the expiration of 60 days after the

date of that eligibility. A vested fornmer nenber or forner
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3
nonvest ed nmenber who nmakes and files a witten election to remain
a menber of Tier 1 retains all rights and is subject to all con-
ditions as a nenber of Tier 1 under this act. A vested fornmer
menber or former nonvested nenber who does not nake a witten
el ection or who does not file the election during the period
specified in this subsection continues to be a nenber of Tier 1.
A vested former nenber or former nonvested nmenber who makes and
files a witten election to term nate nenbership in Tier 1 elects
to do all of the follow ng:

(a) Cease to be a nenber of Tier 1 effective 12 m dni ght on
the | ast day of the payroll period that includes the date of the
el ecti on.

(b) Becone a qualified participant in Tier 2 effective 12:01
a.m on the first day of the payroll period imediately follow ng
the date of the el ection.

(c) Except as otherwi se provided in this subdivision, waive
all of his or her rights to a pension, an annuity, a retirenent
al | omance, an insurance benefit, or any other benefit under Tier
1 effective 12 mdnight on the |last day of the payroll period
that includes the date of the election. This subdivision does
not affect an individual's right to health benefits provided
under this act pursuant to section 719.

(3) After consultation with the retirenent systenis actuary
and the retirenent board, the departnent of managenent and budget
shal |l determ ne the nethod by which a nenber, vested forner
menber, or fornmer nonvested nenber shall make a witten el ection

under this section. If the menber, vested forner nenber, or
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former nonvested nenber is married at the tinme of the election,
the election is not effective unless the election is signed by
the individual's spouse. However, the retirenent board may wai ve
this requirenment if the spouse's signature cannot be obtained
because of extenuating circunstances.

(4) An election under this section is subject to the eligi-
bl e donmestic relations order act, 1991 PA 46, MCL 38.1701 to
38.1711.

(5) I'f the departnent of managenent and budget receives
notification fromthe United States internal revenue service that
this section or any portion of this section will cause the
retirement systemto be disqualified for tax purposes under the
internal revenue code, then the portion that will cause the dis-
qual i fication does not apply.

(6) A JUDGE OF THE CI RCU T COURT, PROBATE COURT, OR DI STRI CT
COURT WHO WAS A MEMBER ON MARCH 30, 1997 AND WHO EI THER MADE AN
ELECTI ON UNDER THI S SECTI ON BUT WAS NOT ABLE TO HAVE THE ELECTI ON
| MPLEMENTED DUE TO THE RESTRAI NI NG ORDER ENTERED | N M CHI GAN

19 JUDGES ASSN V TREASURER COF THE STATE OF M CHI GAN, CASE

NO 98-DT-72771-CV (ED M), OR WHO RETI RED BEFCRE THE EFFECTI VE
DATE OF THE RESTRAI NI NG ORDER MAY MAKE AN ELECTI ON | N THE MANNER
AND UNDER THE CONDI TI ONS PRESCRI BED | N THE STl PULATED ORDER
REGARDI NG TEMPORARY RESTRAI NI NG CRDER | N M CH GAN JUDGES ASSN V

TREASURER OF THE STATE OF M CHI GAN, CASE NO. 98-DT-72771-CV (ED

M), ENTERED ON FEBRUARY 18, 1999. NOTW THSTANDI NG ANY OTHER
PROVI SION OF THI' S SECTI ON TO THE CONTRARY, THE DEPARTMENT OF

01332' 99 *



© 00 N o g b~ wWw N P

N RN NN NN NDN R R R B R B B R R R
N~ o o M WODN P O O 0 No 0o~ WN -+, O

5

MANAGEMENT AND BUDGET AND THE Tl ER 2 PLAN ADM NI STRATOR SHALL
DETERM NE THE METHCOD BY WHI CH THI S SUBSECTI ON | S | MPLEMENTED.

Sec. 702. (1) For a nenber who elects to term nate nenber -
ship in Tier 1 under section 701(1), the retirenment system shal
direct the state treasurer to transfer a |lunp sum anmount fromthe
appropriate fund created under this act to the qualified
participant's account in Tier 2 on or before —©&ctober—31—31998—
THE EXPI RATION OF 5 MONTHS AFTER THE TEMPORARY RESTRAI NI NG ORDER
'S NO LONGER I N EFFECT. The retirenent system shall cal cul ate
the amount to be transferred, which shall be equal to the sum of
the fol |l ow ng:

(a) The nmenber's accumul ated contri butions, if any, fromthe

reserve for nmenber contributions as of 12 m dni ght June 30,
1998.

(b) For a nmenber who is vested under section 501(1) as of 12
m dni ght on June 30, 1998, the excess, if any, of the actuari al

present value of the nmenber's accunul ated benefit obligation,
over the anount specified in subdivision (a), fromthe reserve
for enpl oyer contributions. Except as provided in subsection
(5), for the purposes of this subsection, the present val ue of

the nmenber's accunul ated benefit obligation is based upon the

menber's estimated credited service and estimted final salary as
of 12 mdnight on June 30, 1998. The actuarial present val ue
shal | be conputed as of 12 m dni ght June 30, 1998 and shall be
based on the foll ow ng:

(1) Eight percent effective annual interest, conpounded
annual | y.
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(1) A 50% mal e and 50% fenmal e gender neutral blend of the
nortality tables used to project retirant longevity in the nost
recent actuarial valuation report.

(11m) A benefit commencenent age, based upon the nenber's
estimated credited service as of 12 m dnight June 30, 1998. The
benefit comencenent age shall be the younger of the follow ng,
but shall not be younger than the nenber's age as of 12 m dni ght
June 30, 1998:

(A) Age 60.

(B) Age 55, if the nenber's estimated credited service
equal s or exceeds 18 years.

(C) The nenber's age, if the nmenber's estimated credited
servi ce equal s or exceeds 25 years.

(c) Interest on any anmounts determ ned i n subdivisions (a)
and (b), fromJuly 1, 1998 to the date of the transfer, based
upon 8% annual interest, conpounded annually.

(2) For each nenber who elects to term nate nenbership in
the retirenment system under section 701(1), the retirenment system
shal | reconpute the anount transferred under subsection (1) not
| ater than —bBeecerber—31+—1998— THE EXPI RATI ON OF 7 MONTHS AFTER
THE TEMPORARY RESTRAI NI NG ORDER IS NO LONGER I N EFFECT, based
upon the nenber's actual credited service and actual final salary
as of 12 m dni ght June 30, 1998. |If the reconputed anount dif-
fers fromthe anount transferred under subsection (1) by $10. 00
or nore, not |ater than —Jantary—315—3+999— THE EXPI RATI ON OF 8
MONTHS AFTER THE TEMPORARY RESTRAI NI NG ORDER |I'S NO LONGER | N

EFFECT, the retirenent systemshall do all of the foll ow ng:
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(a) Direct the state treasurer to transfer fromthe reserve
for enpl oyer contributions to the qualified participant's account
in Tier 2 the excess, if any, of the reconputed anount over the
previously transferred amount together with interest from 12 m d-
ni ght June 30, 1998 to the date of the transfer under this sub-
section, based upon 8% effective annual interest, conpounded
annual | y.

(b) Direct the state treasurer to transfer fromthe quali -
fied participant's account in Tier 2 to the reserve for enployer
contributions the excess, if any, of the previously transferred
anount over the reconputed anmount, together with interest, from
the date of the transfer made under subsection (1), based upon 8%
effective annual interest, conpounded annually.

(3) For a vested fornmer nenber who elects to term nate nem
bership in this retirenment system under section 701(2), the
retirement systemshall direct the state treasurer to transfer a
| unp sum anount fromthe appropriate fund created under this act
to the qualified participant's account in Tier 2 on or before the
expiration of 60 days after the date of the individual's term na-
tion of enploynment. The retirenment systemshall cal cul ate the
anount to be transferred, which shall be equal to the sumof the
fol | ow ng:

(a) The vested former nenber's accumnul ated contributions, if
any, fromthe reserve for nmenber contributions as of 12 m dni ght
on the last day of the payroll period that includes the date of

t he el ecti on.
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(b) The excess, if any, of the actuarial present val ue of
the vested former nenber's accunul ated benefit obligation, over
t he anobunt specified in subdivision (a), fromthe reserve for
enpl oyer contributions. Except as provided in subsection (5),
for the purposes of this subsection, the present value of the
vested former nmenber's accunul ated benefit obligation is based
upon the vested fornmer nenber's estimted credited service and
estimated final salary as of 12 m dnight on the | ast day of the
payroll period that includes the date of the election. The actu-
arial present value shall be conputed as of 12 m dni ght on that
date and shall be based on the foll ow ng:

(1) Eight percent effective annual interest, conpounded
annual | y.

(1) A 50% mal e and 50% fenmal e gender neutral blend of the
nortality tables used to project retirant longevity in the nost
recent annual actuarial valuation report.

(11m) A benefit commencenent age, based upon the nenber's
estimated credited service as of 12 mdnight on the | ast day of
the payroll period that includes the date of the election. The
benefit comrencenent age shall be the younger of the follow ng,
but shall not be younger than the nenber's age as of 12 m dni ght
on the last day of the payroll period that includes the date of
t he el ection:

(A) Age 60.

(B) Age 55, if the vested forner nenber's estimated credited

servi ce equal s or exceeds 18 years.
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(C The vested former nenber's age, if the vested forner
menber's estimated credited service equals or exceeds 25 years.

(c) Interest on any anmounts determ ned i n subdivisions (a)
and (b), fromthe first day of the payroll period inmediately
followng the date of the election to the date of the transfer,
based upon 8% effective annual interest, conpounded annually.

(4) For each vested former nenber who elects to term nate
menbership in Tier 1 under section 701(2), the retirenent system
shal |l reconpute the anount transferred under subsection (3) not
| ater than the expiration of 90 days after the transfer occurs
under subsection (3) based upon the vested forner nenber's actual
credited service and actual final salary as of 12 m dnight on the
| ast day of the payroll period that includes the date of the
election. |If the reconputed amount differs fromthe anount
transferred under subsection (3) by $10.00 or nore, the retire-
ment systemshall do all of the follow ng:

(a) Direct the state treasurer to transfer fromthe reserve
for enpl oyer contributions to the qualified participant's account
in Tier 2 the excess, if any, of the reconputed anount over the
previously transferred anmount together with interest from12 m d-
ni ght on the last day of the payroll period that includes the
date of the election to the date of the transfer under this sub-
section, based upon 8% effective annual interest, conpounded
annual | y.

(b) Direct the state treasurer to transfer fromthe quali -
fied participant's account in Tier 2 to the reserve for enployer

contributions the excess, if any, of the previously transferred
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anount over the reconmputed anmount, together with interest, from
the date of the transfer made under subsection (3), based upon 8%
effective annual interest, conpounded annually.

(5) For the purposes of subsections (1) to (4), the cal cul a-
tion of estimted and actual present value of the nenber's or
vested former nmenber's accunul ated benefit obligation shall be
based upon net hods adopted by the departnent of managenent and
budget and the retirenment systemls actuary in consultation with
the retirenment board. The retirenment systemshall utilize the
sane actuarial valuation report used to cal cul ate the anopunt
transferred under subsection (1) or (3) when making the reconpu-
tation required under subsection (2) or (4). Estimted and
actual final salary shall be determ ned as provided in section
105(4) as of 12 mdnight on the date the nenber or deferred
menber ceases to be a nenber of Tier 1 under section 701

(6) For a fornmer nonvested nenber who elects to term nate
menbership in Tier 1 under section 701(2) and who has accumul at ed
contributions standing to his or her credit in the reserve for
menber contributions, the retirenment systemshall direct the
state treasurer to transfer a |lunp sum anmount fromthe reserve
for menber contributions created under section 210 to the quali -
fied participant's account in Tier 2 on or before the expiration
of 60 days after the date of the individual's election to term -
nate nenbership. The retirenment systemshall cal cul ate the
anount to be transferred, which shall be equal to the sum of the

fol | ow ng:
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(a) The fornmer nonvested nenber's accunul ated contri butions,
if any, fromthe reserve for nenber contributions as of 12
m dni ght on the | ast day of the payroll period that includes the
date of the el ection.

(b) Interest on any anpunts determ ned in subdivision (a),
fromthe first day of the payroll period i mediately follow ng
the date of the election to the date of the transfer, based upon
8% effective annual interest, conpounded annually.

(7) I'f the departnent of managenent and budget receives
notification fromthe United States internal revenue service that
this section or any portion of this section will cause the
retirement systemto be disqualified for tax purposes under the
internal revenue code, then the portion that will cause the dis-
qual i fication does not apply.

(8) AS USED IN THI S SECTI QN, "TEMPORARY RESTRAI NI NG ORDER"
MEANS THE TEMPORARY RESTRAI NI NG ORDER IN M CHI GAN JUDGES ASSN V

TREASURER OF THE STATE OF M CHI GAN, CASE NO. 98-DT-72771-CV (ED

M), ENTERED AS OF 5 P.M ON JUNE 30, 1998.

Sec. 705. (1) "Enployer" neans —the—guatited—partieirpant——=s
reporttng—untt— TH S STATE AND, | F REQUI RED FOR COWVPLI ANCE W TH
THE | NTERNAL REVENUE CCDE, ANY PARTI Cl PATI NG PCLI TI CAL SUBDI VI -

SI ONS, AGENCI ES, OR | NSTRUVENTALI TIES OF TH S STATE, AS DETER-
M NED BY THE TIER 2 PLAN ADM NI STRATOR.

(2) "Former qualified participant” nmeans an individual who

was a qualified participant and who term nates the enpl oynent

upon which his or her participation is based for any reason.
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(3) "Health benefit dependent” neans the qualified or formner
qualified participant's spouse, if any, and an unmarried child
who is considered a dependent of the qualified or forner quali -
fied participant under section 152 of the internal revenue code,
if any.

Sec. 706. (1) "Qualified participant” nmeans an i ndivi dual
who is a participant of Tier 2 and who neets 1 of the foll ow ng
requi renents:

(a) An individual who first beconmes a judge or state offi-
cial on or after March 31, 1997, and who before March 31, 1997
woul d have been eligible to be a nenber of Tier 1

(b) An individual who elects to term nate nenbership in Tier
1 and who elects to participate in Tier 2 in the manner pre-
scribed in section 701.

(2) "Refund beneficiary" neans an individual nom nated by a
qualified participant or a fornmer qualified participant under
section 717 to receive a distribution of the participant's accu-
nmul at ed bal ance in the manner prescribed in section 718.

(3) "SALARY" MEANS AN AMOUNT EQUAL TO THE SALARY PAI D BOTH
Dl RECTLY AND | NDI RECTLY BY THI S STATE FOR THE POCSI TI ON THAT A
QUALI FI ED PARTI Cl PANT HOLDS, WHI CH SALARY | S PAI D PURSUANT TO THE
REVI SED JUDI CATURE ACT OF 1961, 1961 PA 236, MCL 600. 101 TO

600. 9948.

(4) —3)— "State treasurer” nmeans the treasurer of this
state.

Sec. 711. A qualified participant shall not participate in
any other public sector retirenent benefits plan for sinultaneous
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service rendered to the sane public sector enployer. Except as
otherwi se provided in this act or by the state treasurer, this
section does not —proehtbit— DO ANY OF THE FOLLOW NG

(A) PROHIBIT a qualified participant fromparticipating in a
retirement plan established by this state or other public sector
enpl oyer under the internal revenue code.

(B) IMPAIR A QUALI FI ED PARTI Cl PANT' S RI GHT TO RECEI VE HEALTH
CARE BENEFI TS OR OTHER | NSURANCE BENEFI TS FROM A REPORTI NG UNI T.
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