SB0037, As Passed House, July 1, 1998

HOUSE SUBSTITUTE FOR
SENATE BILL NO. 37

A bill to anmend 1957 PA 261, entitled
"M chigan legislative retirenent system act,"
by anendi ng section 62 (MCL 38.1062), as added by 1996 PA 486.
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

1 Sec. 62. (1) For a menber who elects to term nate nenber-
2 shipin Tier 1 under section 61(1), the retirement system shall
3 direct the state treasurer to transfer a |lunp sum anmount fromthe
4 appropriate fund created under this act to the qualified
5 participant's account in Tier 2 on or before Septenber 30, 1998.
6 The retirenment system shall calculate the anobunt to be trans-

7 ferred, which shall be equal to the sumof the follow ng:

8 (a) The nmenber's accumul ated contributions, if any, fromthe
9 menber's savings fund as of 12 m dni ght May 31, 1998.
10 (b) For a nenmber who is vested under section 23(1)(a) as of

11 12 m dnight on May 31, 1998, the excess, if any, of the actuari al
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present value of the nmenber's accunul ated benefit obligation,
over the anpunt specified in subdivision (a), fromthe nenber's
retirement fund. Except as provided in subsection (5), for the
pur poses of this subsection, the present val ue of the nenber's
accunul ated benefit obligation is based upon the nenber's esti -
mat ed credited service and estimated final salary as of 12 m d-
ni ght on May 31, 1998. The actuarial present value shall be com
puted as of 12 m dnight May 31, 1998 and shall be based on the

fol | 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 |ongevity 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 May 31, 1998. 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
May 31, 1998:

(A) Age 55.

(B) —Age—56— THE MEMBER S AGE, if the —memrbers— MEMBER | S
AT LEAST 50 YEARS OLD AND THE SUM OF HI'S OR HER AGE AND esti mat ed
credited service equal s or exceeds —26—years— 70.

(c) Interest on any anmounts determ ned i n subdivisions (a)
and (b), fromJune 1, 1998 to the date of the transfer, based

upon 8% annual interest, conpounded annually.
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(2) For each nenber who elects to term nate nenbership in
the retirenment system under section 61(1), the retirenent system
shal |l reconpute the anount transferred under subsection (1) not
| ater than Novenber 30, 1998 based upon the nmenber's actual cred-
ited service and actual final salary as of 12 m dni ght May 31,
1998. If the reconputed anmount differs fromthe anmount trans-
ferred under subsection (1) by $10.00 or nore, not later than
Decenber 15, 1998, the retirenent systemshall do all of the
fol | ow ng:

(a) Direct the state treasurer to transfer fromthe nenbers
retirement fund to the qualified participant's account in Tier 2
t he excess, if any, of the reconputed anount over the previously
transferred amount together with interest from 12 m dni ght My
31, 1998 to the date of the transfer under this subsection, based
upon 8% effective annual interest, conpounded annually.

(b) Direct the state treasurer to transfer fromthe quali -
fied participant's account in Tier 2 to the nenbers' retirenent
fund the excess, if any, of the previously transferred anount
over the reconputed anmount, together with interest, fromthe date
of the transfer nmade under subsection (1), based upon 8% effec-
tive annual interest, conpounded annually.

(3) For a deferred vested nenber who elects to termnate
menbership in this retirenent system under section 61(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
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term nation of enploynent. The retirement system shall cal cul ate
the anobunt to be transferred, which shall be equal to the sum of
the fol |l ow ng:

(a) The deferred vested nenber's accunul ated contri buti ons,
if any, fromthe nenbers' savings fund as of 12 m dnight on the
| ast day of the payroll period that includes the date of the
el ecti on.

(b) The excess, if any, of the actuarial present val ue of
the deferred vested nenber's accunul ated benefit obligation, over
t he anobunt specified in subdivision (a), fromthe nenbers’
retirement fund. Except as provided in subsection (5), for the
pur poses of this subsection, the present value of the deferred
vested nmenber's accumul ated benefit obligation is based upon the
deferred vested nenber's estimated credited service and estimated
final salary as of 12 mdnight on the | ast day of the payrol
period that includes the date of the election. The actuari al
present val ue shall be conputed as of 12 m dnight 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,

00546' 97 (H 3)



© 00 N o 0o b~ W N P

NN N NDNNNDNRRRRRR R R R R
N o o b WON P O O 0N oA WDN PP O

SB0037, As Passed House, July 1, 1998
Senate Bill No. 37 5

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 55.

(B) —Age—56— THE DEFERRED MEMBER S AGE, if the deferred
—trerrber—s— MEMBER | S AT LEAST 50 YEARS OLD AND THE SUM CF HI' S OR
HER AGE AND estimated credited service equals or exceeds —26
years— 70.

(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 deferred vested nmenber who elects to termnate
menbership in Tier 1 under section 61(2), the retirenment system
shal | 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 deferred vested nenber's
actual credited service and actual final salary as of 12 m dni ght
on the last day of the payroll period that includes the date of
the election. [If the reconputed anount 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
—tretrber—s— MEMBERS retirenent fund to the qualified
participant's account in Tier 2 the excess, if any, of the recom
put ed anount over the previously transferred anount together with

interest from 12 m dnight on the |ast day of the payroll period
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that includes the date of the election to the date of the
transfer under this subsection, based upon 8% effective annual
i nterest, conpounded annually.

(b) Direct the state treasurer to transfer fromthe quali -
fied participant's account in Tier 2 to the nmenbers' retirenent
fund the excess, if any, of the previously transferred anount
over the reconputed anmount, together with interest, fromthe date
of the transfer nade under subsection —(4)— (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
deferred vested nenber's accunul ated benefit obligation shall be
based upon net hods adopted by the departnent of managenent and
budget and the retirenment systemis actuary in consultation with
the retirenment board. The retirenent 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 9
as of 12 mdnight on the date the nenber or deferred nenber
ceases to be a nenber of Tier 1 under section 61

(6) For a fornmer nonvested nenber who elects to term nate
menbership in Tier 1 under section 61(2) and who has accumul at ed
contributions standing to his or her credit in the nenbers' sav-
ings fund, the retirenment systemshall direct the state treasurer
to transfer a lunp sum anmount fromthe nenbers' savings fund
—etreated—under—sect+on—2+— to the qualified participant's account
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in Tier 2 on or before the expiration of 60 days after the date
of the individual's election to term nate nenbership. The
retirement systemshall cal culate the anmount to be transferred,
whi ch shall be equal to the sumof the foll ow ng:

(a) The former nonvested nenber's accunul ated contri butions,
if any, fromthe nenbers' savings fund as of 12 m dnight on the
| ast day of the payroll period that includes the date of the
el ecti on.

(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% ef fective 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.
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