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SB 1028, As Passed Senate, April 23, 1998

SUBSTITUTE FOR
SENATE BILL NO. 1028

A bill to amend 1992 PA 234, entitled
"The judges retirenent act of 1992,"
by anendi ng sections 104, 217, 504, 701, 702, 705, 706, 711, 715,
and 716 (MCL 38.2104, 38.2217, 38.2504, 38.2651, 38.2652,
38. 2655, 38.2656, 38.2661, 38.2665, and 38.2666), section 104 as
amended by 1995 PA 193, section 217 as anmended by 1996 PA 525,
and sections 701, 702, 705, 706, 711, 715, and 716 as added by
1996 PA 523, and by addi ng sections 70la and 718a.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 104. (1) "Conpensation" neans 1 of the follow ng:

(a) For a plan 1 nenber or plan 2 nenber, the salary paid by
this state.

(b) For a plan 3 nenber, the salary paid by this state,
except that for a plan 3 nenber who is a judge of the recorder's

court of the city of Detroit, conpensation neans an anount equal
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to the salary paid by this state to a judge of the circuit court

and for a plan 3 nenber who is a judge of the probate court, com

pensati on neans an anount equal to the salary paid —by—thts—state

to—ajudge—of—the—distr+et—court— PURSUANT TO SECTI ON 821 OF THE
REVI SED JUDI CATURE ACT OF 1961, 1961 PA 236, MCL 600. 821. In

addi tion, conpensation for a plan 3 nenber includes salary stan-
dardi zati on paynents converted as an addition to the state base
salary as provided by section 504, if any.

(c) For a plan 4 nmenber, the total judicial salary payable
fromall sources.

(d) For a plan 5 nenber, the total salary paid by this state
and the district control unit of the district court in the
thirty-sixth district.

(e) For a plan 6 or 7 nenmber, the salary approved by the
county board of comm ssioners and includes sal ary standardi zation
paynments made to the nenber by the county.

(2) "County retirenent plan" neans a county retirenment plan
est abl i shed under section 12a of —Aet—Ne—3156—o6f—thePublec-Aets
of—1851—betng—secton—46—12a—-of—theMechigan—Conptted—taws— 1851
PA 156, MCL 46. 12A

(3) "Court fees" neans a court filing fee or costs earnarked
for the retirenent systemand collected by a county clerk, clerk
of the circuit court, or clerk of the district court pursuant to
sections 880, 2529, 5756, 8371, 8381, and 8420 of the revised
judi cature act of 1961, —Aet—No—236—of—thePubHecActs—of—1961-

05902' 98 (S-3)



© 00 N o 0o b~ W DN P

NN N NDNNNDNRRRRRR R R R R
N o o b NP O O 0N oA WDN PP O
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Senate Bill No. 1028 3
ant—606-—8420—ef—the—M-ehigan—Conptted—taws— 1961 PA 236, MCL
600. 880, 600.2529, 600.5756, 600.8371, 600.8381, AND 600. 8420.

(4) "Credited service" neans all of the foll ow ng:

(a) Service credited to a nenber under this act, the forner
judges retirement system and the former probate judges retire-
ment system

(b) OQther public service purchased under section 403.

(c) Service purchased under section 404.

(5) "Departnent" neans the departnent of managenent and
budget .

(6) "Direct rollover" nmeans a paynent by the retirenent
systemto the eligible retirenment plan specified by the
di stri but ee.

(7) "Distributee" includes a nenber or vested forner
menber. Distributee also includes the nenber's or vested forner
menber's surviving spouse or the nmenber's or vested forner
menber's spouse or forner spouse under an eligible donmestic rel a-

tions order, with regard to the interest of the spouse or forner

spouse.
(8) "District control unit" neans district control unit as
defined in section 8104 of the revised judicature act of 1961

—Act—No—236—of —thePuble—Acts—of 1961, —being—seet+on—666-8164
of—the—Mechtgan—Conptted—taws— 1961 PA 236, MCL 600. 8104.

Sec. 217. (1) A court fee fund is created in the state
treasury. The state treasurer shall deposit into the court fee
fund all noney received fromthe executive secretary pursuant to

section 304(4). The state treasurer shall transmt the noney in
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the court fee fund, not exceeding $2,200,000.00 in any fiscal
year, to the court equity fund created by section 151b of the
revised judicature act OF 1961, —beirng—sect+on—666—15tb—of—the

Mehtgan—Corptted—taws,— 1961 PA 236, MCL 600. 151B. |F THE COURT
FEE FUND EXCEEDS $2, 200, 000. 00 I N ANY FI SCAL YEAR AND

$2, 200, 000. 00 I'S TRANSM TTED TO THE COURT EQUI TY FUND, AN AMOUNT
MAY BE APPROPRI ATED FROM THE COURT FEE FUND for operationa
expenses of trial courts, FOR EMPLOYER CONTRI BUTI ONS REQUI RED
UNDER SECTI ON 714 TO QUALI FI ED PARTI Cl PANTS' TIER 2 ACCOUNTS, OR
BOTH. OPERATI ONAL EXPENSES MAY | NCLUDE THE PAYMENT OF SALARI ES
OF TRI AL COURT JUDGES OTHER THAN JUDGES OF THE DI STRI CT COURT.
Any noney renmaining in the court fee fund at the end of the
fiscal year shall remain in the court fee fund and shall not
revert to the general fund.

(2) This section applies unless the departnent receives
notification fromthe United States internal revenue service that
this section will cause the retirenment systemto be disqualified
for tax purposes under the internal revenue code.

Sec. 504. (1) Except as otherw se provided in this subsec-
tion, a judge who is a plan 3 menber shall convert $2,250.00 of
the state salary standardi zati on paynment annually prescribed by
|aw for any state fiscal year beginning after Septenber 30, 1981
as an addition to the judge's state base salary for purposes of
conputation of a retirenent allowance under this act. A judge
who, within 30 days fromtaking office, files a witten notice
not to participate in the provisions of this subsection with the

retirement systemis exenpt fromthis subsection. A judge who
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SB 1028, As Passed Senate, April 23, 1998
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was serving on Decenber 31, 1982 and who did not elect to convert
$2, 250. 00 of the state salary standardi zati on paynent under sec-
tion 14a of fornmer —Act—No—198—-of—thePubHHeAets—of—1951+— 1951
PA 198 is exenmpt fromthis section. For the purposes of the cal-
culation of a judge's conbined county, city, or district control
unit retirement benefit, a judge who has not filed a witten
notice not to participate in the provisions of this subsection
with the retirenment system under this subsection or the forner
judges retirenent systemshall have the $2,250.00 of the salary
standar di zati on paynent subtracted fromthe final average conpen-
sation figure used to calculate the judge's county, city, or dis-
trict control unit retirement benefit.

(2) Except as otherw se provided in this subsection, a judge
who is a plan 3 nenber and who is not exenpt from subsection (1)
shal |l convert the bal ance of the state salary standardi zation
paynment annually prescribed by | aw but which, when added to
$2, 250. 00, does not exceed 40% of the difference between the
state base salary and the nmaxi num statutory sal ary established by
the revised judicature act for any state fiscal year beginning
after Septenber 30, 1982 as an addition to the judge's state base
sal ary for purposes of conputation of a retirenment allowance
under this act. A judge who, before April 1, 1983, or within 30
days fromtaking office, whichever is later, files a witten
notice not to participate in the provisions of this subsection
with the retirenment systemis exenpt fromthis subsection. For
t he purposes of the calculation of a judge' s conbi ned county,

city, or district control unit retirenent benefit, a judge who
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SB 1028, As Passed Senate, April 23, 1998
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has not filed a witten notice not to participate in the

provi sions of this subsection with the retirenent system under
this subsection or the forner judges retirenent systemshall have
the additional state salary standardizati on paynent as an addi -
tion to the judge's state base salary for conputation of a
retirenment allowance under this act subtracted fromthe final
average conpensation figure used to calculate the judge's county,
city, or district control unit retirenent benefit.

(3) The sumof the final conpensation determ ned for each
pl an 3 nenber and the final average conpensation figure used as
the basis for determning the judge's retirenent allowance as a
menber of a county retirenent plan or a retirement systemthat
was established pursuant to the municipal enpl oyees retirenent
act of 1984, —Aet—No—42Fof thePubtt+e-Acts—of—1984—betng—see—
tHHons—381561+to038155Fof theMehigan—Conpttet—taws— 1984 PA
427, MCL 38. 1501 TO 38. 1555, or which is subject to —Act—No—443
of —thePubleActs—of 1980, —betng—Sseet+ons—38-841to038-846—of
the—M-chi-gan—Conpited—taws— 1980 PA 443, MCL 38.841 TO 38. 846
shal |l not exceed the judge's total annual salary payable from al
sources at the tinme of his or her retirement.

(4) For purposes of subsections (1) and (2), the state base
salary of a judge of the probate court who is a plan 3 nenber is
equal to the salary paid —by—thts—stateto—ajudge—of—the—dis—
tr+et—ecourt— PURSUANT TO SECTI ON 821 OF THE REVI SED JUDI CATURE
ACT OF 1961, 1961 PA 236, MCL 600. 821.

(5) The departnment or the reporting unit shall deduct the

menber's required contribution for participation in the
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provi si ons of subsections (1) and (2) fromthe nmenber's
conpensation and shall transfer the contributions to the retire-
ment system

Sec. 701. (1) —Fhe— EXCEPT AS OTHERW SE PROVI DED | N SUBSEC-
TION (3), THE retirenent systemshall provide an opportunity for
each nenber who is a nenber on March 30, 1997, to elect in wit-
ing to termnate nmenbership in Tier 1 and elect to becone a qual -
ified participant in Tier 2. An election nmade by a nenber under
this subsection is irrevocable. The retirenent system shal
accept witten elections under this subsection from nenbers
during the period beginning on January 2, 1998 and endi ng on
—Apr++—36— MAY 31, 1998. A 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— SUBJECT TO SECTI ON 701A, A nenber who nmakes and files a wit-
ten el ection under this subsection elects to do all of the
fol | ow ng:

(a) Cease to be a nenber of Tier 1 effective 12 m dni ght
—ay—3+— JUNE 30, 1998.

(b) Becone a qualified participant in Tier 2 effective 12:01
a.m, —Junre— 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 l omance, an insurance benefit, or any other benefit under —tht+s
act— TIER 1 effective 12 m dni ght —ay—33%— JUNE 30, 1998. This
subdi vi sion does not affect a person's right to health benefits

provi ded under this act pursuant to section 719.
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SB 1028, As Passed Senate, April 23, 1998
Senate Bill No. 1028 8

(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 menbership 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 former nenber or fornmer non-
vested nmenber who nmakes and files a witten election to remain a
menber of Tier 1 retains all rights and is subject to all condi-
tions as a nenber of Tier 1 under this act. A vested forner
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— SUBJECT TO SECTI ON 701A, A vested former nenber or fornmer
nonvest ed nmenber who nmakes 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 last day of the payroll period that includes the date of the

el ecti on.
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(b) Becone a qualified participant in Tier 2 effective 12:01
a.m on the first day of the payroll period i mediately 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) THI S SUBSECTI ON APPLI ES TO AN | NDI VI DUAL VWHO WAS A
VESTED MEMBER OF TIER 1 ON MARCH 30, 1997 AND WHO TERM NATES THE
EMPLOYMENT UPON WHI CH THAT MEMBERSHI P | S BASED AFTER JANUARY 1,
1998 BUT ON OR BEFORE JUNE 30, 1998. BEFORE THE TERM NATI ON OF
H S OR HER EMPLOYMENT, AN | NDI VI DUAL DESCRI BED IN THI S SUBSECTI ON
MAY ELECT IN VWRI TI NG TO TERM NATE MEMBERSHI P | N TIER 1 AND BECOVE
A QUALI FI ED PARTI CI PANT IN TIER 2. AN ELECTI ON MADE BY A MEMBER
UNDER THI S SUBSECTI ON | S | RREVOCABLE. THE RETI REMENT SYSTEM
SHALL ACCEPT WRI TTEN ELECTI ONS UNDER THI S SUBSECTI ON FROM A
MEMBER DURI NG THE PERI OD BEG NNI NG ON JANUARY 2, 1998 AND ENDI NG
ON JUNE 30, 1998. A MEMBER DESCRI BED IN THI S SUBSECTI ON WHO DOES
NOT' MAKE A WRI TTEN ELECTI ON OR WHO DOES NOT FI LE THE ELECTI ON
BEFORE THE TERM NATI ON OF H'S OR HER EMPLOYMENT CONTI NUES TO BE A
MEMBER OR VESTED FORMER MEMBER OF TIER 1. A MEMBER WHO MAKES AND
FILES A WRI TTEN ELECTI ON UNDER THI S SUBSECTI ON TO TERM NATE MEM
BERSH P IN TIER 1 ELECTS TO DO ALL OF THE FOLLOW NG

05902' 98 (S-3)
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(A) CEASE TO BE A MEMBER OF TIER 1 AND BECOVE A QUALI FI ED
PARTI Cl PANT IN TI ER 2 EFFECTI VE 12 M DNI GHT ON THE DAY
| MMEDI ATELY PRECEDI NG THE DATE OF THE TERM NATI ON OF EMPLOYMENT.

(B) BECOVE A FORMER QUALI FI ED PARTI CI PANT I N TI ER 2 EFFEC
TIVE 12: 01 AM ON THE DAY | MVEDI ATELY FOLLOW NG THE DATE
DESCRI BED | N SUBDI VI SI ON (A).

(C EXCEPT AS OTHERW SE PROVIDED IN THI'S SUBDI VI SI ON, WAl VE
ALL OF HHS OR HER RI GHTS TO A PENSI ON, AN ANNUI TY, A RETI REMENT
ALLOMNCE, AN | NSURANCE BENEFI T, OR ANY OTHER BENEFI T UNDER TI ER
1 EFFECTIVE 12 M DNI GHT ON THE DATE DESCRI BED | N SUBDI VI SI ON
(A). TH'S SUBDI VI SI ON DOES NOT AFFECT AN I NDI VIDUAL'S RI GHT TO
HEALTH BENEFI TS PROVI DED UNDER THI S ACT PURSUANT TO SECTI ON 719.

(4) —3)— After consultation with the retirement systenis
actuary and the retirenment board, the departnent of managenent
and budget shall determ ne the nmethod by which a nenber, vested
former menber, or former nonvested nenber shall nake a witten
el ection under this section. |[If the nenber, vested forner
menber, or fornmer nonvested nenber is married at the tine of the
el ection, the election is not effective unless the election is
signed by the individual's spouse. However, the retirenment board
may waive this requirenment if the spouse's signature cannot be
obt ai ned because of extenuating circunstances.

(5 —|4)— An election under this section is subject to the
eligible donestic relations order act, —Act—No—46—o6f—thePubtie
Aets—of—1991—betnrg—secttons 38101+ to 381 1t—of +the Mechigan
Conpted—taws— 1991 PA 46, MCL 38.1701 TO 38.1711
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(6) 5)— If the departnment of nanagenent and budget
receives notification fromthe United States internal revenue
service that this section or any portion of this section wl|
cause the retirenent systemto be disqualified for tax purposes
under the internal revenue code, then the portion that will cause
the disqualification does not apply.

SEC. 701A. (1) A MEMBER WHO MAKES AND FI LES A WRI TTEN ELEC
TI ON UNDER SECTI ON 701(1) OR AN I NDI VI DUAL WHO MAKES AND FI LES A
VRI TTEN ELECTI ON UNDER SECTI ON 701(2) SHALL AT THE TI ME OF THAT
ELECTI ON ALSO MAKE AN ELECTION TO DO 1 OF THE FOLLOW NG

(A) TO HAVE 100% OF H'S OR HER SALARY THAT IS PAI D BOTH
DI RECTLY AND | NDI RECTLY BY THI S STATE FOR THE POSI TI ON HE OR SHE
HOLDS BE CONSI DERED H' S OR HER SALARY IN TIER 2.

(B) TO HAVE THE PORTION OF H'S OR HER SALARY THAT | S CONSI D
ERED COVPENSATI ON UNDER TIER 1 ON THE DAY BEFORE HI S OR HER ELEC-
TI ON CONTI NUE TO BE THE PORTI ON THAT IS CONSI DERED H S OR HER
SALARY IN TIER 2.

(2) A MEMBER OR | NDI VI DUAL WHO DOES NOT' MAKE THE ELECTI ON
DESCRI BED | N SUBSECTI ON (1) AT THE TIME HE OR SHE MAKES THE ELEC
TI ON UNDER SECTI ON 701(1) OR (2) IS CONSI DERED TO HAVE MADE THE
ELECTI ON DESCRI BED I N SUBSECTION (1)(B). AN ELECTI ON MADE BY A
MEMBER OR | NDI VI DUAL UNDER THI S SECTI ON | S | RREVOCABLE.

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 —Septenber—36—
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OCTOBER 31, 1998. The retirenent systemshall cal culate the
anmount to be transferred, which shall be equal to the sum of the
fol | ow ng:

(a) The nmenber's accumul ated contri butions, if any, fromthe
reserve for nmenber contributions as of 12 m dni ght —May—31— JUNE
30, 1998.

(b) For a nmenber who is vested under section 501(1) as of 12
m dni ght on —May—3%+— JUNE 30, 1998, the excess, if any, of the
actuarial present value of the nenber's accunul ated benefit obli -
gation, over the amount specified in subdivision (a), fromthe
reserve for enployer contributions. Except as provided in sub-
section (5— (7), for the purposes of this subsection, the
present value of the nmenber's accunul ated benefit obligation is
based upon the nenber's estinmated credited service and esti mated
final salary as of 12 m dni ght on —May—31— JUNE 30, 1998. The
actuarial present value shall be conputed as of 12 m dni ght —ay
31— JUNE 30, 1998 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 actuarial valuation report.

(11m) A benefit commencenent age, based upon the nenber's
estimated credited service as of 12 m dni ght —vay—31— JUNE 30,
1998. The benefit conmencenent age shall be the younger of the
foll ow ng, but shall not be younger than the nenber's age as of
12 m dni ght —“ay—3%— JUNE 30, 1998:
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(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 nenber's estimated credited
servi ce equal s or exceeds 25 years.

(c) Interest on any anmounts determ ned i n subdivisions (a)
and (b), from —June— JULY 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 —Nevenber—36— DECEMBER 31, 1998 based upon the
menber's actual credited service and actual final salary as of 12
m dni ght —ay—31— JUNE 30, 1998. [If the reconputed anount dif-
fers fromthe anount transferred under subsection (1) by $10. 00
or nore, not later than —bBeecerber—15—1998— JANUARY 15, 1999, the
retirement systemshall do all of the follow ng:

(a) Direct the state treasurer to transfer fromthe reserve
for enployer 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 —vay—31— JUNE 30, 1998 to the date of the transfer under
this subsection, based upon 8% effective annual interest, com
pounded annual ly.

(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 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 former nenber who elects to term nate nem
bership in this retirement system under section —62)y— 701(2),
the retirenment systemshall direct the state treasurer to trans-
fer a lunp sum anmount 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 nation of enploynent. The retirenent system
shal |l calculate the anobunt to be transferred, which shall be
equal to the sumof the follow ng:

(a) The vested former nenber's accurnul 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 ection.

(b) The excess, if any, of the actuarial present val ue of
the vested former nenber's accunul ated benefit obligation, over
t he amount specified in subdivision (a), fromthe reserve for
enpl oyer contributions. Except as provided in subsection —(5—
(7), for the purposes of this subsection, the present val ue of
the vested former nmenber's accunul ated benefit obligation is
based upon the vested forner nmenber's estimated 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
actuarial present value shall be conputed as of 12 m dni ght on

that date and shall be based on the foll ow ng:
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(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.

(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 fornmer nmenber who elects to term nate
menbership in Tier 1 under section 701(2), the retirenent 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 vested forner nenber's actual

credited service and actual final salary as of 12 m dnight on the
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| ast day of the payroll period that includes the date of the
election. |If the reconputed anmount 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 amount together with interest from12 m d-
night 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
anount over the reconputed anmount, together with interest, from
the date of the transfer made under subsection |(4)— (3), based
upon 8% effective annual interest, conpounded annually.

(5 FOR A MEMBER WHO ELECTS TO TERM NATE MEMBERSHI P IN THI S
RETI REMENT SYSTEM UNDER SECTI ON 701(3), THE RETI REMENT SYSTEM
SHALL DI RECT THE STATE TREASURER TO TRANSFER A LUMP SUM AMOUNT
FROM THE APPRCOPRI ATE FUND CREATED UNDER THI S ACT TO THE FORVMER
QUALI FI ED PARTI Cl PANT' S ACCOUNT IN TIER 2 ON OR BEFORE THE EXPI -
RATI ON OF 60 DAYS AFTER THE DATE OF THE | NDI VI DUAL' S TERM NATI ON
OF EMPLOYMENT. THE RETI REMENT SYSTEM SHALL CALCULATE THE AMOUNT
TO BE TRANSFERRED, WHI CH SHALL BE EQUAL TO THE SUM OF THE
FOLLOW NG
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(A) THE MEMBER S ACCUMULATED CONTRI BUTI ONS, | F ANY, FROM THE
RESERVE FOR MEMBER CONTRI BUTI ONS AS OF 12 M DNI GHT ON THE DAY
| MMEDI ATELY PRECEDI NG THE DATE OF THE TERM NATI ON OF EMPLOYMENT.

(B) THE EXCESS, |F ANY, OF THE ACTUARI AL PRESENT VALUE OF
THE MEMBER S ACCUMULATED BENEFI T OBLI GATI ON, OVER THE AMOUNT
SPECI FIED I N SUBDI VI SION (A), FROM THE RESERVE FOR EMPLOYER
CONTRI BUTI ONS.  EXCEPT AS PROVIDED I N SUBSECTION (7), FOR THE
PURPCSES OF THI S SUBSECTI ON, THE PRESENT VALUE OF THE MEMBER S
ACCUMULATED BENEFI T OBLI GATION | S BASED UPON THE MEMBER S ESTI -
MATED CREDI TED SERVI CE AND ESTI MATED FI NAL SALARY AS OF 12 M D
Nl GHT ON THE DAY | MMVEDI ATELY PRECEDI NG THE DATE OF THE TERM NA-
TI ON OF EMPLOYMENT. THE ACTUARI AL PRESENT VALUE SHALL BE COM
PUTED AS OF 12 M DNI GHT ON THAT DATE AND SHALL BE BASED ON THE
FOLLOW NG

(1) ElIGHT PERCENT EFFECTI VE ANNUAL | NTEREST, COVPOUNDED
ANNUALLY.

(1m1) A 50% MALE AND 50% FEMALE GENDER NEUTRAL BLEND OF THE
MORTALI TY TABLES USED TO PRQIECT RETI RANT LONGEVI TY I N THE MOST
RECENT ANNUAL ACTUARI AL VALUATI ON REPORT.

(1m1) A BENEFI T COMVENCEMENT AGE, BASED UPON THE MEMBER S
ESTI MATED CREDI TED SERVI CE AS OF 12 M DNI GHT ON THE DAY | MVEDI -
ATELY PRECEDI NG THE DATE OF THE TERM NATI ON OF EMPLOYMENT. THE
BENEFI T COMVENCEMENT AGE SHALL BE THE YOUNGER OF THE FOLLOW NG
BUT SHALL NOT BE YOUNGER THAN THE MEMBER S AGE AS OF 12 M DNI GHT
ON THE DAY | MVEDI ATELY PRECEDI NG THE DATE OF THE TERM NATI ON OF
EMPLOYMENT:
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(A AGE 60.

(B) ACGE 55, IF THE MEMBER S ESTI MATED CREDI TED SERVI CE
EQUALS OR EXCEEDS 18 YEARS.

(© THE AGE OF THE MEMBER | F THE MEMBER S ESTI MATED CREDI TED
SERVI CE EQUALS OR EXCEEDS 25 YEARS.

(C) I NTEREST ON ANY AMOUNTS DETERM NED I N SUBDI VI SI ONS (A
AND (B), FROM THE DAY | MVEDI ATELY FOLLOW NG THE DATE DESCRI BED I N
SUBDI VI SION (A) TO THE DATE OF THE TRANSFER, BASED UPON 8% EFFEC-
TI VE ANNUAL | NTEREST, COVPOUNDED ANNUALLY.

(6) FOR EACH MEMBER WHO ELECTS TO TERM NATE MEMBERSHI P | N
TIER 1 UNDER SECTI ON 701(3), THE RETI REMENT SYSTEM SHALL RECOM
PUTE THE AMOUNT TRANSFERRED UNDER SUBSECTI ON (5) NOT LATER THAN
THE EXPI RATI ON OF 90 DAYS AFTER THE TRANSFER OCCURS UNDER SUBSEC-
TION (5) BASED UPON THE MEMBER S ACTUAL CREDI TED SERVI CE AND
ACTUAL FI NAL SALARY AS OF 12 M DNI GHT ON THE DAY | MMVEDI ATELY PRE-
CEDI NG THE DATE OF THE TERM NATI ON OF EMPLOYMENT. | F THE RECOM
PUTED AMOUNT DI FFERS FROM THE AMOUNT TRANSFERRED UNDER SUBSECTI ON
(5) BY $10.00 OR MORE, THE RETI REMENT SYSTEM SHALL DO ALL OF THE
FOLLOW NG

(A) DI RECT THE STATE TREASURER TO TRANSFER FROM THE RESERVE
FOR EMPLOYER CONTRI BUTI ONS TO THE FORMER QUALI FI ED PARTI Cl PANT" S
ACCOUNT IN TIER 2 THE EXCESS, | F ANY, OF THE RECOVPUTED AMOUNT
OVER THE PREVI OQUSLY TRANSFERRED AMOUNT TOGETHER W TH | NTEREST
FROM 12 M DNl GHT ON THE DAY | MVEDI ATELY PRECEDI NG THE DATE OF THE
TERM NATI ON OF EMPLOYMENT TO THE DATE OF THE TRANSFER UNDER THI S
SUBSECTI ON, BASED UPON 8% EFFECTI VE ANNUAL | NTEREST, COMPOUNDED
ANNUALLY.
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(B) DI RECT THE STATE TREASURER TO TRANSFER FROM THE FORVER
QUALI FI ED PARTI Cl PANT' S ACCOUNT IN TIER 2 TO THE RESERVE FOR
EMPLOYER CONTRI BUTI ONS THE EXCESS, |F ANY, OF THE PREVI QUSLY
TRANSFERRED AMOUNT OVER THE RECOMPUTED AMOUNT, TOGETHER W TH
| NTEREST, FROM THE DATE OF THE TRANSFER MADE UNDER SUBSECTI ON
(5), BASED UPON 8% EFFECTI VE ANNUAL | NTEREST, COMPOUNDED
ANNUALLY.

(7) —5)— For the purposes of subsections (1) to (4)— (6),
the cal culation of estinmated and actual present val ue of the
menber's or vested fornmer nmenber's accumul ated benefit obligation
shal | be based upon net hods adopted by the departnent of manage-
ment and budget and the retirenment systemls actuary in consulta-
tion with the retirenent board. The retirenent systemshall uti-
lize the sanme actuarial valuation report used to calculate the
anmount transferred under subsection (1), —er— (3), OR (5) when
maki ng the reconputation required under subsection (2), —er+— (4),
OR (6). Estimated and actual final salary shall be determ ned as
provided in section —365(3)— 105(4) as of 12 m dnight on the date
t he nenber or deferred nenber ceases to be a nenber of Tier 1
under section 701.

(8) —(6)— For a fornmer nonvested nenber who elects to term -
nate nmenbership in Tier 1 under section 701(2) and who has accu-
nmul ated contributions standing to his or her credit in the
reserve for nmenber contributions, the retirenment system shal
direct the state treasurer to transfer a |lunp sum anmount fromthe
reserve for nmenber contributions created under section 210 to the

qualified participant's account in Tier 2 on or before the
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expiration of 60 days after the date of the individual's election
to term nate nenbership. The retirement 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 former nonvested nenber's accunul ated contri butions,
if any, fromthe reserve for nenber contributions as of 12 m d-
ni ght on the last day of the payroll period that includes the
date of the election.

(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.

(9) AH— If the departnment of nanagenent and budget
receives notification fromthe United States internal revenue
service that this section or any portion of this section wl|
cause the retirenent systemto be disqualified for tax purposes
under the internal revenue code, then the portion that will cause

the disqualification does not apply.

Sec. 705. (1) "Enployer" neans —the—quatifiedpartiecipant s

reporting—untt— TH S STATE.
(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.

(3) "Health benefit dependent” neans the qualified or former
qualified participant's spouse, if any, and an unmarried child

who is considered a dependent of the qualified or forner
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qualified participant under section 152 of the internal revenue
code, if any.

Sec. 706. (1) "Qualified participant” neans an i ndi vi 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 1 OF THE FOLLOW NG

(A) FOR AN | NDI VI DUAL DESCRIBED I N SUBSECTION (1) (A), 100%
OF HS OR HER SALARY THAT IS PAI D BOTH DI RECTLY AND | NDI RECTLY BY
THI S STATE FOR THE POSI TI ON HE OR SHE HOLDS.

(B) FOR AN | NDI VI DUAL DESCRIBED I N SUBSECTION (1)(B), THE
SALARY THAT HE OR SHE ELECTS OR I S CONSI DERED TO HAVE ELECTED
UNDER SECTI ON 701A.

(4) —|3)— "State treasurer” neans the treasurer of this
st at e.

Sec. 711. (1) A qualified participant shall not participate
in any other public sector retirenment benefits plan for

si mul t aneous service rendered to the sane public sector
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enpl oyer. THI S SUBSECTI ON DOES NOT APPLY TO A QUALI FI ED

PARTI CI PANT WHO MAKES THE ELECTI ON UNDER SECTI ON 701A(1) (B) FOR
THAT PORTION OF H'S OR HER COVPENSATI ON THAT |'S NOT CONSI DERED
SALARY FOR THE PURPOSES COF TIER 2. Except as otherw se provided
in this act, —eor—bythe—statetreasturer— this section does not
prohibit a qualified participant fromparticipating in a retire-
ment plan established UNDER THE | NTERNAL REVENUE CCDE by this
state or other public sector enployer. —under—the—+nternal—reve—
Ate—eode—

(2) A QUALI FI ED PARTI Cl PANT CONSENTS AS A CONDI TI ON OF PAR-
TICIPATION IN TI ER 2 THAT HE OR SHE SHALL NOT RECEI VE A RETI RE-
MENT ALLOMANCE OR OTHER BENEFI T FROM ANY OTHER PUBLI C SECTOR
RETI REMENT BENEFI TS PLAN WHI LE HOLDI NG THE POSI TI ON THAT QUALI -
FIES HM OR HER FOR PARTI Cl PATION IN TIER 2 AND THE OTHER PLAN.

A QUALI FI ED PARTI CI PANT WHO RECEI VES A RETI REMENT ALLOMNCE | N

VI CLATION OF THI S SUBSECTI ON FORFEI TS HHS OR HER RIGHT TO
EMPLOYER CONTRI BUTI ONS UNDER SECTI ON 714. THE EMPLOYER COF A
QUALI FI ED PARTI Cl PANT WHO VI OLATES THI S SUBSECTI ON SHALL | MVEDI -
ATELY SUSPEND EMPLOYER CONTRI BUTI ONS UNDER SECTI ON 714. A QUALI -
FI ED PARTI Cl PANT WHO | S A CONTRI BUTI NG MEMBER I N A LOCAL PUBLIC
SECTOR RETI REMENT BENEFI TS PLAN ON THE DAY BEFORE HE OR SHE
BECOMES A QUALI FI ED PARTI Cl PANT I N TIER 2 AND WHO DCES NOT HAVE A
VESTED RI GAT TO A RETI REMENT BENEFI T UNDER THAT PLAN ON THAT DATE
MAY W THDRAW THE CONTRI BUTI ONS MADE BY THAT PARTI Cl PANT TO THE
LOCAL PLAN W THOUT VI OLATI NG THI' S SUBSECTI ON. THI S SUBSECTI ON
DOES NOT' APPLY TO A FORMER QUALI FI ED PARTI CI PANT.
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(3) A PUBLIC SECTOR RETI REMENT BENEFI TS PLAN SHALL NOT USE
THI'S SECTI ON OR AN ELECTI ON MADE BY AN | NDI VI DUAL UNDER SECTI ON
701 TO AFFECT, ALTER, OR DIM NI SH THAT I NDI VIDUAL'S RIGHT TO
HEALTH CARE BENEFI TS OR A VESTED RI GHT TO A RETI REMENT BENEFI T
FOR SERVI CE AS A JUDGE PROVI DED BY THAT PLAN AS OF THE DAY BEFORE
HE OR SHE BECOMVES A QUALI FI ED PARTI Cl PANT I N TI ER 2.

Sec. 715. (1) A qualified participant is imrediately 100%
vested in his or her contributions nade to Tier 2. A qualified
partici pant shall vest in the enployer contributions nade on his
or her behalf to Tier 2 according to the follow ng schedul e:

(a) Upon conpletion of 2 years of service, 50%

(b) Upon conpletion of 3 years of service, 75%

(c) Upon conpletion of 4 years of service, 100%

(2) Aqualified participant is vested in the health insur-
ance coverage provided in section —#9— 719 if the qualified par-
ticipant neets 1 of the foll ow ng requirenents:

(a) The qualified participant has conpleted 4 years of serv-
ice as a qualified participant and was not a nenber, deferred
vested nmenber, or former nonvested nenber of Tier 1.

(b) The qualified participant was a nenber, deferred vested
menber, or fornmer nonvested nenber of Tier 1 who nade an el ection
to participate in Tier 2 pursuant to section —6% 701, and who
has net the service requirenents he or she would have been
required to neet in order to vest in health benefits under sec-
tion 5009.

Sec. 716. A qualified participant who was a nenber,

deferred vested nenmber, or forner nonvested nenber of Tier 1 who
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makes an election to participate in Tier 2 pursuant to section
—61— 701, shall be credited with the years of service accrued
under Tier 1 on the effective date of participation in Tier 2 for
t he purpose of neeting the vesting requirenments for benefits
under section —#5— 715.

SEC. 718A. (1) A QUALIFI ED PARTI Cl PANT WHO HAS 8 OR MORE
YEARS OF CREDI TED SERVI CE AND WHO | S PHYSI CALLY OR MENTALLY
TOTALLY DI SABLED TO PERFORM H S OR HER DUTI ES AS DETERM NED I N
THE MANNER PRESCRI BED I N SECTI ON 507 SHALL BE GRANTED A SUPPLE-
MENTAL BENEFI T EQUI VALENT TO THE AMOUNT PROVI DED FOR I N SECTI ON
507 AS | F THE FORVMER QUALI FI ED PARTI CI PANT HAD RETI RED UNDER THAT
SECTION. | F A QUALI FI ED PARTI CI PANT WHO HAS 8 OR MORE YEARS OF
CREDI TED SERVI CE DI ES WH LE I N OFFI CE, A SUPPLEMENTAL BENEFI T
EQUI VALENT TO THE AMOUNT PROVI DED FOR I N SECTI ON 508 SHALL BE
GRANTED TO A SURVI VOR DESCRI BED | N SECTI ON 508, I N THE MANNER
PRESCRI BED | N THAT SECTI ON. THE RETI REMENT SYSTEM SHALL OFFSET A
SUPPLEMENTAL BENEFI T PROVI DED UNDER THI S SECTI ON BY THE VALUE OF
THE DI STRI BUTI ON OF THE FORMER QUALI FI ED PARTI CI PANT' S OR
DECEASED QUALI FI ED PARTI CI PANT' S ACCUMULATED BALANCE PURSUANT TO
SECTI ON 718.

(2) A FORMER QUALI FI ED PARTI Cl PANT OR BENEFI Cl ARY COF A
DECEASED QUALI FI ED PARTI CI PANT WHO | S ELI G BLE FOR A SUPPLEMENTAL
BENEFI T UNDER SUBSECTION (1) IS ELI A BLE FOR HEALTH | NSURANCE
COVERAGE UNDER SECTI ON 509 I N ALL RESPECTS AND UNDER THE SAME
TERMS AS WOULD BE A RETI RANT AND H' S OR HER BENEFI Cl ARI ES UNDER
TIER 1, BUT ONLY I F THE FORMER QUALI FI ED PARTI CIl PANT OR DECEASED
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1 QUALI FI ED PARTI Cl PANT WOULD HAVE BEEN ELI G BLE FOR HEALTH
2 | NSURANCE COVERAGE HAD HE OR SHE BEEN A MEMBER OF TIER 1.
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