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10.00: Tax-Deferred Payment Plan

The following sections explain the TDP program and how to report members who have a TDP agreement.

Last updated: 04/13/2012
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10.01: What is the Tax-Deferred Payment Plan

The Tax-Deferred Payment plan is a voluntary program that allows members of this retirement system to purchase
active duty military service credit and/or pay for a repayment of a refund, contributions for post 1992 weekly workers
compensation, and MIP Window buy-back on a tax-deferred payroll-deduction basis. Reporting units were able to
choose to participate any time following the program implementation on July 1, 1998.

Note: All TDP agreements that were initiated on January 1, 2004 and later are subject to 8 percent annual interest
on the unpaid balance. For more information see section 10.07: TDP Annual Interest further in this chapter.

ORS received a private letter ruling from the IRS that considers these deductions as employer payments. The
payments are tax-deferred as long as the deductions are withheld and sent to the retirement system before the
employee receives them (Section 414(h) (2) of the Internal Revenue Code.) Therefore, it is important that the
deductions from the employees’ pay are made in the correct sequence. See section 10.03.05: TDP Deductions Must
Be Made in Proper Sequence from the Employees' Gross Wages for more information.

Last updated: 09/29/2017
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10.02.00: The Tax-Deferred Payment Plan Resolution

Before employees can participate in the TDP program, your reporting unit must have submitted a resolution to ORS
for approval. Your Board of Education, Board of Trustees, or other governing body must have passed this resolution.
The resolution indicates agreement to participate in the program. A copy of the Board minutes reflecting passage of
the Redeposit, TDP, and MIP Buy-Back Payroll Resolution, as well as the Redeposit, TDP, and MIP Buy-Back
Payroll Resolution (R0414C), must have been submitted to ORS for approval. This form also available under
Reporting Forms.

Last updated: 04/13/2012
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10.02.01: TDP Agreement is Binding and Irrevocable

The Internal Revenue Service approved the TDP agreement, addendum, and supplemental agreement as “salary
reduction agreements.” They are contracts between your reporting unit and the employee. They authorize the
reduction of the participating employee’s taxable income by the amount of the payroll deduction. The terms of these
agreements must be complied with to ensure that your employees do not lose the tax deferral. If that were to
happen, the employee, your reporting unit, and ORS could be subject to taxes, penalties, or both. After these forms
are signed and submitted to ORS, your reporting unit may begin withholding the requested deduction. Scheduled
payment deductions must continue every pay period until the agreement is paid in full or a qualifying termination
event occurs.

The only valid reasons for terminating and closing a TDP agreement, addendum, or supplemental agreement are:

« Death of an employee

» Termination of employment
+ Retirement

» Paymentin full

If the employee terminates employment with your reporting unit, the agreement and the addendum are terminated.
However, the employee does have the option to transfer the agreement and/or addendum to-a new reporting unit.
The employee and the new reporting unit must sign the TDP agreement/addendum within 90 days of terminating
employment with the previous reporting unit.

Even though these deductions are tax-deferred, they could be subject to various contribution limits under the Internal
Revenue Code. Employees should consult an attorney, CPA, or another qualified expert to determine how this
program could affect other tax-deferred investments. Penalties for violating these limits include causing the
employee to lose some of the tax deferral benefits and losing the IRS private letter ruling allowing the tax-deferred
payment program.

Last updated: 04/13/2012
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10.03.00: Who Can Participate in the TDP Plan?

Members of this retirement system are eligible to participate in the tax-deferred payment plan if they are part of the a
Defined Benefit Plan or Pension Plus plan, or Pension Plus 2 plan and purchasing active duty military service credit
and/or payment for a repayment of a refund, contributions for pre 1992 weekly workers compensation, and MIP

Window buy-back.
Last updated: 02/01/2018
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10.03.01: Obsolete - Employees Must Have
Established Wage and Service Base to Participate in

TDP

OBSOLETE section — This information is obsolete with the implementation of PA 92 of 2017.

To purchase service credit employees must have wages sometime during the preceding fiscal year. Some types of

service credit purchases also require the employee to have at least two years of earned service credit. Detailed
information about eligibility to purchase service credit is on the member website at www.michigan.gov/orsschools.

Last updated: 09/29/2017
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10.03.02 Employees Must Be Active Members to
Participate in TDP

Employees must be active members in order to participate in a tax-deferred payment (TDP) agreement. In other
words, they must be currently working for and being paid by your reporting unit. Employees remain active while laid
off for a maximum of one year or on an approved leave of absence as long as an employee-employer relationship
exists and as long as the employee has earned service credit in the past two years. See section 3.01.02: Extended
Leave of Absence (More Than Two Years). Substitute, part-time, intermittent, and temporary employees are
considered active members only on the actual days they work. If you allow substitute, part-time, intermittent, or
temporary employees to participate in the tax-deferred payment plan, a TDP agreement can only be initiated on a
day that the employee is actually working for your reporting unit. An “on call” employee is not considered an active
member. A substitute, part-time, intermittent, or temporary employee is an employee who:

» Does not work every pay period, but works intermittently; or
» Does not work a full year; or

» Works part-time for multiple employers; or

« Is terminated at the end of each day.

Last updated: 08/25/2015
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10.03.03: Employees Must Have a Current Billing
Statement to Participate in TDP

Before your employees can complete a TDP agreement, they must have a current billing statement from ORS.
Employees can learn more about purchases and how to obtain a current billing statement from the member website
at www.michigan.gov/orsschools.

The TDP agreement is included with the billing statement that is mailed to employees. Billings are valid until the due
date that is printed on the statement. Employees that do not have a valid billing statement are not eligible to
participate in the program.

Only one transaction or purchase is allowed for each billing statement. Once a billing statement’s invoice number
has been used to purchase service—through the TDP program, a plan-to-plan transfer, or a post-tax payment—that
invoice number cannot be used for additional purchases. The employee must contact ORS to request an updated
billing statement that shows the remaining service the employee is eligible to purchase and the cost of this service.

Last updated: 09/29/2017
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10.03.04: Employees Must Have Sufficient Funds to
Cover the TDP Deduction

Effective July 1, 2011, the minimum scheduled deduction for new agreements must be large enough to pay off the
balance, plus any accrued interest, in less than 15 years (based on 21 pay periods a year), and never lower than
$50. This ensures the agreement is paid off in a reasonable time frame and reduces the risk of the agreement
balance increasing over time as a result of applying interest annually to the remaining balance. The maximum
deduction amount is the employee’s gross per-pay period wages minus social security, Medicare, and member
contribution deductions. If the employee has sufficient funds to meet the above requirements, you may sign the
agreement.

Employees cannot have constructive receipt of these funds. That is, the employees cannot have this money paid to
them via cash, paper check or direct deposit. This money must go directly from the employer to ORS.

A TDP Calculator is available to help you and your employee make an educated decision in determining an
affordable scheduled deduction amount. This calculator is also available on the member website, under Service
Credit — How to Purchase.

Last updated: 04/16/2012
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10.03.05: TDP Deductions Must Be Made in Proper
Sequence from the Employees' Gross Wages

In accordance with the IRS private letter ruling (Section 414(h) (2) of the Internal Revenue Code), TDP payments are
employee contributions that are picked up by the employer and therefore are considered employer contributions.
This means that the deductions are withheld and forwarded to ORS without the employee ever having received
them. As a tax-deferred program, the scheduled deduction for each pay period must be made in the following order:
. Social security tax (FICA)

. Medicare

. Member deductions

. TDP program deductions

. Other pre-tax deductions (401k, 403b, etc.)

. Federal income tax

. State income tax

8. Local income tax

~NOoO O, WODN -

Last updated: 04/13/2012
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10.03.06: Scheduled TDP Deduction Must Be Made
Every Pay Period

Your reporting unit is obligated to make the entire scheduled payment according to the
agreement/addendum/supplemental agreement only if there are sufficient funds in the employee’s pay after any
other mandatory deductions. The scheduled deductions cannot be reduced. This means that if the employee’s wage
isn’t large enough to cover the entire deduction then no deduction should be made. A deduction reason code must
be included for each pay period in the life of the agreement. Deduction codes provide the reason for the deduction,
i.e. regular payment, or the reason for a nonpayment, i.e. not enough wages, or the employee is on an unpaid leave
of absence. If an entire deduction cannot be withheld, a valid nonpayment reason code must be used with the zero
payment. See section 13.04: TDP Deduction Reason Codes.

If an employee is on a leave of absence without pay, sabbatical, disability, or reduced hours, and the earnings are
not sufficient to take the deduction, you will report no payment with a valid reason code explaining the lack of
payment.

Prorated service credit and payments to purchase active duty military service are posted to the employee’s
retirement account as the payments are made.

Payment that cannot be prorated are for payments of a repayment of a refund, contributions for pre 1992 weekly
workers compensation, and MIP Window buy back. Those types of payments are not posted to the employee’s
retirement account until the agreement has been paid in full.

Last updated: 09/29/2017
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10.04.00: Setting Up a TDP Agreement

The following sections cover completing the TDP Agreement and submitting the TDP Agreement File.

Last updated: 04/13/2012
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10.04.01: How to Set Up a TDP Agreement

The TDP agreement is the original contract between the employee and the employer that is used to purchase active
duty military service credit or make payment for a repayment of a refund, contributions for post 1992 weekly workers
compensation, or MIP Window buy-back, using the tax-deferred payment program. Your employees should bring a
completed TDP agreement form and current billing statement to you. Some employees may request your assistance
in completing the forms; however it is the employee’s responsibility to ensure the agreement is completed, including
the signatures.

Employees are told to bring their TDP agreements and member billing statements to their payroll office to have the
deductions started. See images below.

The following steps provide instruction for setting up the agreements.
1. Verify that the TDP agreement has been filled out accurately and completely. Both you and the employee must
sign and date the agreement.
2. Verify box 7 BILLING AMOUNT (TOTAL DUE) and box 8 SERVICE YEARS AVALABLE remain unmodified.
. Verify that the employee has sufficient regular pay to cover the deduction amount.

4. Give a copy of the TDP agreement, billing statement, and any other supporting documents to the employee.
Keep a copy for your reporting unit records.

5. Fax a paper copy of the billing statement and the TDP agreement to ORS at 517-284-4416.

w

Member Billing Statement
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10.04.02: Obsolete - Agreement and Addendum File

Obsolete section — the TDP agreement/addendum file is no longer required.

The TDP agreement/addendum file is required to report new TDP agreements and addendums. This file is used to
upload the information to the members’ retirement accounts.

The layout format for the TDP agreement/addendum file is located in sections 15.01.11 and 15.01.12 TDP
Agreement/Addendum File Layout.

When creating your TDP agreement/addendum file, make sure that you enter the complete agreement number and
invoice number from the agreement/addendum form. If the agreement/addendum and invoice.numbers do not
correspond to the information on file at ORS, the deductions that you report will not post to the members’ accounts.
Include all of the preceding zeros in the agreement/addendum and invoice numbers. The agreement/addendum
number has nine characters, and the invoice has eight characters. Both numbers are preprinted on the agreement
form if the agreement is initiated after January 1, 2004.

Make sure that the information in the Frequency field (box 13 on the agreement.form) indicates how many payments
the employee will make each year. It should not refer to the number of payments required.to pay off the balance. For
example: if payroll is run every two weeks, the Frequency field should read 26. If the payroll is run monthly, it should
read 12.

Using the instructions in section 14.03 Uploading Secure Files and section 15.01.10 File.Naming, upload your file to
the File Transfer Service (FTS). ORS will then access that file and load the information to each employee’s account.

Last updated: 04/30/2020
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10.05.00: Reporting TDP Deductions

The following sections cover reporting TDP deduction, both regular and adjustments to prior periods.

Last updated: 04/13/2012
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10.05.01: When to Take the First Deduction

Before you take the first deduction, it's important that all information regarding your reporting unit as the employer is
posted to the employee’s retirement account and that the TDP agreement/addendum file reporting the new
agreement or addendum has been received by ORS. This ensures that when the first deduction is reported to ORS,
it will successfully pass through the edits and validations process and post to the employee’s retirement account.

You should wait one full pay period after the agreement has been signed to take the first deduction for one of your
regular employees. This allows the information from your TDP agreement/addendum file to upload to the member’s
account.

You should wait two full pay periods after signing the TDP agreement/addendum before taking the first deduction for
an employee that is new to your school. This allows a retirement detail report that includes wages and hours for this
new employee and the information from your TDP agreement/addendum file to upload to the member’s account.

Last updated: 04/13/2012
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10.05.02: How to Submit Detail3 (DTL3) Reports

Detail 3 (DTL3) records report TDP deductions for your employees to ORS. The DTL3 record includes the
employee’s social security number, name, record type, deduction amount, agreement number, invoice number,
deduction reason code, and the reporting period end date. You will only submit DTL3 records for employees who

have active/open TDP agreements with your reporting unit.

Last updated: 04/13/2012
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10.05.03: How to Submit an Adjustment to a DTL3
(TDP) Record

You can adjust a previously reported TDP deduction for a specific pay period by creating an adjustment record for
the employee using the appropriate record type. Adjustments can only be made for prior pay periods.

Wage code 05 indicates a positive adjustment to one pay period for one employee.

Wage code 06 indicates a negative adjustment to one pay period for one employee. These adjustments are
submitted on the Detail 3 (DTL3) record.

Positive and negative TDP adjustments are broken down by pay period. A TDP adjustment.can be made for only
one pay period at a time. If multiple pay periods need to be adjusted, you must submit a separate DTL3 record for
each pay period.

Important Notes

If you have a TDP adjustment that is needed for a report prior to October 1, 2002, the detail must be forwarded to
ORS to make the adjustment. Those adjustments cannot be done by you via the web reporting process.

If you submit a TDP adjustment for a pay period prior to April 1, 2005, and you cannot get the record to post correctly,
please contact the Employer Reporting for assistance at 800-381-5111

or ORS_Web_Reporting@michigan.gov.

Last updated: 12/27/2018
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10.05.04: TDP Deduction Codes

TDP deduction reason codes indicate either that you are submitting a payment or why you are not submitting a
payment. It is important to use the correct TDP deduction reason code each time you submit a DTL3 record.
See section 13.04: TDP Deduction Reason Codes for a complete listing of these codes.

Note the following about TDP deduction reason codes:

» Records reporting a dollar amount in the TDP deduction amount field will always use the deduction code 01 —
even if it's the final deduction or a TDP adjustment.

SSN: (938980883 |

First Name: IjANE

Last Name: LSMITH_

Middle Name: IM

Record Type: IDl - Regular Payment

P Deduction [ :
€ Amount: M 01-Valid Deduaction must

KD Ag:«?::;;: 000123455 | always have a deducfion
amoant greater than $0.00.

TCP Invaice T =
voic® [bo1z34s6 |

TDP Geduction T . I
Geas,m Code: | 01 - Valid Deductien g

Reporting

Period End M
Date: —————————

(MM/DD/YYYY)

» Records reporting deduction codes 04, 05, and 06 indicate that there will be no more deductions. Report one
of these codes once with a $0 and then permanently remove the record from your report.
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» Records reporting a deduction code 06 will always suspend. The error message returned will either confirm
that the TDP agreement is paid in full, or it will inform you-that a balance remains. If there is a balance due,
use the View Employee Info link or request a TDP history from ORS to verify posted payments. For
information on closing an agreement see Deduction.codes used to close an agreement.

« Records reporting deduction code 02 starts the 90-day window the employee has to transfer the
agreement/addendum to a new employer.

» Records reporting deduction codes 07, 08, 09, and 10 indicate an unpaid leave of absence. Continue to
submit DTL3 records with one of these codes for the duration of the employee’s leave of absence. When the
employee returns to work, you should start using the regular 01 deduction code with a dollar amount.

Last updated: 04/13/2012
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10.05.05: How to Submit Multiple TDP Deductions on
One DTL3 Record (for Summer Pays)

You can report a one-time, lump sum TDP deduction that represents a payoff of multiple summer pay periods. When
you pay out summer wages (the last 5 to 7 pay cycles of the school year) in one paycheck, you can submit one
DTL3 record reporting TDP deductions for those pay cycles.

The deduction must equal the scheduled deduction amount times 5, 6, or 7 (the number of pay cycles being
combined into one paycheck). However, if the remaining balance is less than up to 7 times the scheduled deduction,
then the remaining balance amount can be submitted.

If the deduction amount does not match the scheduled deduction (times 5, 6, or 7) or the exact balance on the TDP
agreement, the record will not post.

Remember, the summer pay deduction increase can only occur one time per year, per employee:

If a summer payoff multiple deduction is reported, the employee is not eligible to have additional summer TDP
payments reported.

This increased TDP deduction amount will post only for TDP payments included in retirement detail reports with end
dates no earlier than May 15 and no later than July 15.

If you have summer payoff deductions that don’t meet this criteria, please contact Employer Reporting.

Last updated: 05/30/2017
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10.05.06: How to Resolve Suspended DTL3 (TDP)
Records

Occasionally, you may have a suspended DTL3 record on your retirement detail report.

You can use the Download TDP Agreement Details link on the Employer Reporting website to help you resolve
suspended DTL3 records. This link opens a spreadsheet that allows you to view all active TDP agreements with
your reporting unit. You can sort this spreadsheet by any column. See section 10.06 How to Use the TDP
Download Detail Link for instructions.

The following table will assist you in resolving these suspended records. It lists the most common error messages
you may receive when a DTL3 record is suspended and what you can do to fix the record.

Suspended DTL3 Record Messages and Solutions

S- This record
indicates the
agreement is paid in
full, yet there is still a
balance remaining on
the account.

S — Agreement
number does not exist
with this employer
processed.

S — The payment is
received for an invoice
that has been
completely paid.

S — Invoice Number
XXxxxxxx does exist
for SSN being
processed but billing is
not in accepted status.
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Find the SSN on the Download TDP Agreement Details spreadsheet.

Verify the current TDP balance. If you agree with the balance, either adjust the
deduction amount on your DTL3 record to match the scheduled deduction
amount or change the amount to reflect the remaining balance. Save the record
and accept your report for posting. Any money deducted from the employee’s
pay above the remaining balance should be refunded to the employee.

If you do not agree with the TDP balance, call the Employer Reporting at 800-
381-5111 for assistance or submit an email

to ORS_Web_Reporting@michigan.gov requesting a TDP history.

Find the SSN onthe Download TDP Agreement Details spreadsheet.

Find the agreement number on the spreadsheet for the SSN. Change the
agreement number on the DTL3 record to match what is on the spreadsheet.
Save the record and accept your report for posting. If the SSN is not on the
spreadsheet, then ORS has not received the agreement. Please call Employer
Reporting at 800-381-5111 for assistance.

This message means that ORS shows the invoice has been paid in full. Delete
the DTL3 record from your payroll report and do not submit a DTL3 record for
this invoice on any future reports. Any money deducted from the employee’s pay
that exceeds the remaining balance should be refunded to the employee.

If you do not agree that the invoice has been paid in full, call the Employer
Reporting at 800-381-5111 for assistance or submit an email

to ORS_Web_Reporting@michigan.gov requesting a TDP history.

If you identify that there is an error in the payment detail, submit an email

to ORS_Web_Reporting@michigan.gov requesting an adjustment to the TDP
record.

Find the SSN on the Download TDP Agreement Details spreadsheet. Verify that
you are using the correct agreement AND invoice numbers, including the leading
zeroes. Change the agreement and/or invoice numbers on the DTL3 record to
match the spreadsheet. Save the record and accept your report for posting.
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S — Invoice number
does not exist in the
system for the SSN
being processed.

S — Invoice number
exists for SSN but
invoice number does
not match the invoice
number for the
reported agreement
number.

S — The deduction
amount is greater than
the balance remaining
on the invoice.

S — The deduction
amount is less than
scheduled deduction
amount and it is not
final payment.

S — This is a duplicate
pay period end date
for the same
agreement.
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Find the SSN on the Download TDP Agreement Details spreadsheet. Verify the
invoice number for the agreement. Change the invoice number on the DTL3
record to match the spreadsheet. Save the record and accept your report for
posting.

Find the SSN on the Download TDP Agreement Details spreadsheet. Find the
invoice number on the spreadsheet. Change the invoice number on the DTL 3
record to match the number on the spreadsheet. Save the record and accept
your report for posting.

Find the SSN on the Download TDP Agreement Details spreadsheet.

If the spreadsheet shows unposted deductions, you must subtract the unposted
deductions from the remaining balance shown on the spreadsheet to determine
the correct remaining balance. Enter the remaining balance on the DTL3 record.
Save the record and accept your report for posting.

Note: Any money deducted from the employee’s pay above the remaining
balance should be refunded to the employee.

Find the SSN on the Download TDP. Agreement Details spreadsheet.

If the spreadsheet shows unposted deductions, you must subtract the unposted
deductions from the remaining balance shown on the spreadsheet to determine
the correct remaining balance. If you agree with the TDP balance, enter the
remaining balance on the DTL3 record. Save the record and accept your report
for posting. Note: The reporting unit is responsible for collecting the money due
from the employee.

-OR-

You recently submitted a supplemental TDP agreement, and the new deduction
amount was entered before all deductions of the lower amount posted. Contact
the Employer Reporting at 800-381-5111 for assistance with getting the payment
posted.

-OR-

If you'do not agree with the TDP balance, call the Employer Reporting at 800-
381-5111 for assistance or submit an email

to. ORS_Web_Reporting@michigan.gov requesting a TDP history.

There is more than one DTL3 record on your payroll report for the same
agreement/invoice for the same SSN with the same pay period end date. Only
one record type 01 DTL3 record per agreement per payroll report is allowed.
Delete any duplicate DTL3 records.

If you are trying to adjust a prior pay period, contact Employer Reporting at 800-
381-5111 for assistance.

It is also possible that the same agreement and/or invoice numbers were
incorrectly used on a DTL3 record for another employee. If two employees have
suspended DTL3 records with the same error message, check each one to make
sure the agreement and invoice numbers are correct.
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10.06: How to Use the TDP Download Detail Link

This feature allows you to view all open TDP agreements for active members under your reporting unit that have a
balance due. You cannot view agreements with other reporting units.

On the View Employee Information screen, click on the Download TDP Agreement Details link.

A spreadsheet will open that includes the following columns:

Social security number (last 4 digits only)
Employee name
Scheduled deduction amount

Agreement number
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¢ Invoice number

« Balance as of (current date) Note: The balance will only include payments that have been posted to the
employees’ retirement accounts.

e Unposted TDP payment indicator
» Total interest amount

« Annual interest posting effective date (detail available for previous 5 postings only)
« Annual interest posting amount (detail available for previous 5 postings only)

This spreadsheet can be sorted by any column. Each time the TDP. Agreement Details spreadsheet is opened from
the website, the Balance as of column will have updated from the most recent night’s processing.

You may save this spreadsheet to your own computer, a CD, or a diskette. You may also print it out.

Last updated: 04/13/2012
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10.07: TDP Annual Interest

TDP agreements that were initiated on or after January 1, 2004, are subject to 8 percent compound interest that will
be applied annually on July 1 to the unpaid balance. This is included in the Terms of Agreement of the completed
TDP agreement.

As the employer, it is your responsibility to update the employee’s remaining TDP balance with the TDP Interest
each year after July 1. The interest appears in the Interest Amount column of the TDP Agreement Details
spreadsheet.

The spreadsheet provides total accumulated TDP interest as well as yearly detail for the last five TDP interest
postings.

Please note the following important items concerning TDP interest:

« Do not add the total accumulated interest amount to your balance, as this may represent more than one year’s
worth of interest. Instead, use the balance shown by ORS, or add only the most current interest posted on the
employees account to your balance.

« BEFORE you accept ORS’s balance as your own, verify the following.
o Are there any missing deductions?
o Are there any adjustments?
o Are your reports up-to-date?
o Have all the deductions posted?

« The interest is calculated on the remaining balance of the agreement as of June 30, including any payments
submitted with that end date. If a payment is submitted to ORS but is suspended or hasn’t posted, the balance
will not reflect that payment. The interest amount will adjust automatically when either of the following
happens:

o A suspended TDP payment (DTL3 record) for a pay period ending on or before June 30 is edited and
subsequently posts.

o A TDP payment (DTL3 record)is adjusted for a pay period ending on or before June 30 and
subsequently posts.

Last updated: 04/13/2012
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10.08.00: How to Increase the TDP Deduction

Your employees may permanently increase the deduction amount on an existing Tax-Deferred Payment Agreement.
This is done by completing and submitting a Supplemental TDP Agreement form. Once the deduction has been
increased, the new deduction amount is binding and irrevocable, and cannot be lowered.

Last updated: 04/13/2012
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10.08.01: Using the Supplemental TDP Agreement
Form

The Supplemental Tax-Deferred Payment (TDP) Agreement (R0654C) must be completed by the employee and
signed by both the employee and the employer in order for you to initiate an increase in the deduction amount. The
form is also available on the member website at www.michigan.gov/orsschools under Forms & Publications.

Department of Technolagy, Managemen: & Budget
tR ®:ifce of Retirement Servises

N wawmichigan.gowors  c38) 381-3411

P.0O.Box 30171

Lansing Ml 48802-7671

Supplemental Tax-Beferred Payment (TDP) Agreement

For Public Schoc! Empieyees

Supplemental Payment Information
Ciomplese this form with the

Loiaid 6y L

2. The service cradit type [ am purc
(e.g. untversal bry-in, matemity'ga

3. My current payroll deduction per pay penod for the above nvalce # le
finciude any oiner supplemanis! caymen! agreemsnts)

£ The permanant supplementat payment 1hat | wish my empiayer ko getuct from my earnngs
each pay periad s

5. My revisad fotal permancent payroll deduclion per pay psriod for the ztove Invoica ¥ Wil ke
AT ines 3 and 4.)

5. Tne frst Incragsed payrod decuction will be reporied an she pay pariod anding dase of .,
2ynen JaGN aMELNs Befare WIS date mus! be egual io &ns 2 ) :

- |

= lunderstand that the terms of this supplementat asreenvert ave binding and irrevocable for Bie duration of the tax-
deferred service credit purchazse described in this agreenient or untl [ termrinate exoloyment. I canno® stop or loweer mny
payreents even if my Buandal situzbion changes.

s Iunderstand that all the terms and conditens of the ongunal zersement ard any suppleriental agreenients remain m
efect.

s lunderstand that I meay make more fhan ove binding wrevocable agreenent, o long ac a ;ubsequent apreement does
rot amrend this binding and irrevacable agreexent.

s Iunderstand that this zereemvert allaws for the deduction frenn salary for employer pick-up purposes.

a lunderstand dhat for the =tf=chie pericd of thiz agre=oumnt. iy emeplover oz make the revized scheduled deduction
each pay ceriod. While thix asreemnent in i eSect, ORS will only accspt payments from my emplover

»  lunderstand that may emplover is obhaated to aabee payment ascording to iz asreenvert only if there are sufficient
fur:ds froon oy earnings after 200y other mandatary deductions

s lunderstand that it ix my resporsibiity to ensuve dhat the dedictons T agreed to aze made as specified i Shas
agreenvenit I vl revdew oy pay stube bo encure that the deduction has been imbiated and is the correct amount and
cantacs oy payroll seprecentaave and ORS iramediately if there az= sy disrepances.

s Tumderstand that it T beroiinate ewployment prior do the payoff of thas apreement. 1 will receive only a prorated acnoumt
of service aredit {if neremeenital years can be punchased), or possibhy no service credit {if prarchase z=queras full paymuens).

By my xignatwrehada:, Tageae i ihe paspeand devs and conditinis spozified in iz sgroomani

AR Dae

Ciante

Last updated: 08/28/2015
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10.08.02: How to Process the Supplemental TDP
Agreement

ORS advises your employees to bring the supplemental TDP agreement to their payroll office for processing. To
process the supplemental agreement:

1. The employee must bring a completed supplemental TDP agreement form to you.

2. Verify that the information is correct, and then approve and sign the agreement. NOTE: The original
agreement number does not change.

3. Fax a paper copy of the agreement to ORS at 517-284-4416. You do not need to submit the
supplemental agreement to ORS on the TDP agreement file.

4. Locate the new revised total payroll deduction amount on line 5 of the supplemental agreement form.
Update your system to begin withholding the revised total permanent payroll deduction (Line 5) as of
the date indicated (Line 6).

Last updated: 04/27/2020
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10.08.03: How to Correct the Supplemental TDP
Agreement

In the event a Supplemental TDP Agreement form is submitted with an incorrect date on Line 6, you are allowed to
make a correction to the form.

1. Correct the date on Line 6.
2. Initial and date your correction.

3. Write "AMENDED" boldly across the top of the form.

4. Fax a paper copy of the agreement to ORS at 800-381-5111. You do not need to submit the
supplemental agreement to ORS on the TDP agreement file.

Note: An amended Supplemental Agreement will not be processed if it attempts to lower the scheduled deduction
amount below the amount already on file.

Last updated: 12/27/2018
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10.09.01: How to Process the TDP Addendum

To transfer a TDP agreement from an old employer to a new employer, the following steps must be completed.
Because of legislative changes, a member whose TDP agreement is canceled or who does not submit the TDP
Agreement Addendum form to the employer within 90 calendar days of termination cannot begin a new agreement,
as he or she could before 5:00 p.m. EDT, September 29, 2017.

It is the employee's responsibility to complete the following steps:

1. Transfer the current TDP agreement to the new employer within 90 days of terminating with the previous
employer. If the employee does not transfer the agreement before the end of the 90-day period, a new
billing statement must be obtained from ORS at the updated cost to purchase the remaining service for
the purchase of active duty military service credit and payment for a repayment of a refund, contributions
for post 1992 weekly workers compensation, and MIP Window buy-back only. The 90-day period.-begins
with the termination date.

2. Complete the employee portions of the TDP Addendum and provide the new employer with both the
addendum and the original TDP Agreement.

3. Provide the balance due obtained from the previous employer.

4. Sign the addendum and ensure that the payroll official signs it before the 90-day period expires.

It is the employer’s responsibility to complete the following steps:

1. Verify that the information on the TDP Addendum is correct and that the form is signed and dated. NOTE:
The deduction amount must be equal to the amount that was previously deducted by the old employer.
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Complete the New Employer Information section, including the reporting pay period of the first TDP
deduction.

NOTE: You are prohibited from beginning deductions until the former employer’s deductions have
stopped.

Please wait two full pay periods after signing the TDP agreement/addendum before taking the first
deduction for an employee that is new to your reporting unit. This allows a retirement detail report that
includes wages and hours for the new employee and the information for the TDP agreement/addendum
to post to the employee's account. ORS cannot process agreements/addendums if wages from your
reporting unit are not posted to the employee's account.

Sign and date the TDP Addendum. Use the latest signature (yours-or the employee’s) as the new
effective date.

Fax or mail the signed, completed TDP Agreement Addendum (R0625C) to ORS within five business
days of receiving the completed form from the employee (see Contact ORS for address or fax number).

When ORS has received the copy of the addendum form(s) and wages from your reporting unit have
posted to the employee's account, ORS will load the agreement to the employee's account.

If you are the previous employer, stop submitting DTL3 records after the employee receives the final
paycheck. The last DTL3 record should be submitted using deduction code 02 and a zero dollar amount.

Last updated: 05/19/2020
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10.09.00: How to Transfer a TDP Agreement

When an employee changes school employers, the TDP agreement may also transfer to the new employer using
the Tax-Deferred Payment Agreement Addendum (R0625C). This includes employers that may have previously
accepted a transfer for the same purchase. Only one employer at a time has authorization to withhold deductions on
a given TDP agreement or addendum.

The form is available on the member website under Forms & Publications and on this website under Reporting
Forms (see left navigation bar).

Last updated: 03/19/2012
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10.10.00: Closing a TDP Agreement

TDP agreements are closed when either the employee has paid it in full or has died, retired, or terminated
employment with your reporting unit. A survivor is not permitted to continue the purchase on behalf of a deceased

employee.

Last updated: 02/27/2012
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10.10.01: Deduction Codes Used to Close an
Agreement

The deduction code you submit on the DTL3 record can provide the reason for closing an agreement or addendum.
See TDP Deduction Reason Codes for a complete list. Note the following important information:

The identifying information, invoice/agreement number and social security number on the DTL3 record must
match those on the agreement/addendum to which the deduction is being applied.

After an agreement has been paid in full, you may submit one more DTL3 record with the deduction code 06
and deduction amount $0 to confirm the TDP agreement is completed. This record will suspend and return
one of two messages. It will either confirm that the TDP agreement is paid in full, or it will inform you that a
balance still remains. If the message confirms that the agreement is paid in full, please delete the DTL3 record
from your retirement detail report. If the message indicates a balance due, contact Employer Reporting.

When using a deduction reason code other than 01 — Valid Deduction, the TDP amount must be $0.00.

Only use deduction code 02 — Agreement Suspended — Member Terminated, 04 — Agreement Closed —
Member Deceased and 05 — Agreement Closed — Member Retired after all valid TDP payments have posted.

DTL3 records with 04 — Agreement Closed — Member Deceased and 05 — Agreement Closed — Member
Retired will post out of sequence and will irrevocably close TDP agreements. Contact ORS immediately if
your require assistance. For this reason, ORS suggests these codes only be-used after all other records have
posted.

Last updated: 03/16/2012
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10.11.00: When an Employer Purchases Service
Credit for an Employee

From time to time the school employer will pay for an employee’s purchase of service credit. This can be due to a
grievance settlement, retirement incentive, or for other reasons. Whatever the reason, employers are able to make
the purchase payment. However, it is the employee that must contact ORS to request a current member billing
statement. The employee should then bring the billing statement to the school employer.

Payments can be made either pre- or post-tax. However, the tax-deferred payment plan is the only way a reporting
unit can make a pre-tax purchase. Neither the pre- or post-tax payment is considered as reportable compensation for
retirement purposes; however, the IRS considers the payment taxable income. See sections 8.01.03, 8.01.04 and
8.01.05 for further information on purchases made by an employer.

Last updated: 04/11/2012
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10.11.01: Post-Tax Employer Payment for Service
Credit Purchase by an Employer

When a reporting unit is paying for a post-tax purchase of service credit for an employee, you must submit the

payment with a copy of the completed member billing statement. Please also include the employee’s name, social

security number and reason for the payment and indicate that it is a post-tax payment on the check stub. See

section 8.01.05; Post-tax Employer Payment for Service Credit Purchased by an Employer for further information on
purchases made by a reporting unit.

If the post-tax payment is being made to pay off an existing TDP agreement these steps must be followed:

1. The employer verifies that the employee has an existing TDP agreement.

2.  The employee is terminating within 90 days or has a retirement application on file at ORS.

3.  The employee completes the Payoff Payment Options for a TDP Agreement form, signs.it, and gives it
to the employer. The form is available at www.michigan.gov/orsschools under Forms & Publications.

Ay mechigan powars (300 3E4-S0

eparimen: of Tachaology, Managemen: & Budgst
""f ce of Retirerent Services
q P.O.Bex 30171

Lansing M| 48805-7871

Payoff Payment Options fer a TDP Agreement

Far Fublic Schoc! Empleyees Terminating Employment or Refinng

MEMBER'S NAWE (LAST, FIRST, ML

CAYTAE PONE NUWEER

FAZMIER 2D OR 2&N

Jane Smith (517-555-5555 | sox-xx-0000
MAILND ACOSESS TOF ACRESMENT =

123 Main Rd 000123456
CITY, STATE. P COCE RETIREMENT. TERMINATICN DATE

[] zwdzh re apgiv 2 one-time lunp sum pasroll deduction io the balancs of my
existing TDP agreement. [undarsfand that bas dedurtiossis m addition: to my
regelar scheduled TDP deducnon.

Decucscn wil be mede

= Pay Perioz Ending

[] 1wdish te apely = plan-to-plan tranafer fromya gralified renrepent plar
401{a), 400k}, <83{b), or 457 account] to the balance of oy exishny THZ
agreemant. 1 have contacted the plan adedrustrator be besin = aansfer for an
aorcuntd 1ot exceedins i balavics on miy TDP asreement.

viish to make a direct after-tan paymens brr check oo moneyr arder wo the

balawweef oy existing TDF azre=ai=ns.

I underzhand i Wemz cuthned abecs far the nayelf of my TDF agreement balanz,

08/07/2012

Date

4.  The employer submits the post-tax payment with the completed Payoff Payment Options for a TDP

Agreement form. Please note: A payroll official’s signature is not required for this payment type.

5.  This payment must be made by paper check. There will be no $50 paper check fee as this is considered
as a post-tax payment made by the employee and not the employer. This payment should always be
kept separate from your retirement contribution payments made online to the Contribution & TDP cash

receipt type.

Last updated: 07/16/2014
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10.11.02: Pre-Tax Employer Payment for Service
Credit Purchase by an Employer

When a reporting unit is paying for a pre-tax purchase of service credit for an employee, the payment must be
processed through the Tax-Deferred Payment (TDP) plan. See section 8.01.04: Purchases Made by Reporting Units
on Behalf of Employees for the rules for making pre-tax purchases by a reporting unit for an employee.

If the pre-tax payment is not being made to pay off an existing TDP agreement, these steps must be followed:

1.  The employee contacts ORS for a current member billing statement and TDP agreement.
2. The employee completes the TDP agreement and submits it to the payroll office.
3. The employer verifies the information and signs the TDP agreement.

4. The employer submits the TDP agreement on the TDP agreement/addendum file-and reports the
payment as a TDP deduction (DTL3 record) on the next normal retirement detail report.

5. The employer makes the payment using the online payment tool, using the Contributions & TDP Cash
Receipt Type. For the payment to be considered pre-tax it must be made using ACH. Any paper checks
received for the purchase of service credit will be considered a post-tax payment from the employee.
There will be no $50.00 paper check processing fee.

If the pre-tax payment is being made to pay off an existing TDP agreement, these steps must be followed:

1. The employer verifies that the employee has an existing TDP agreement.

2. The employee is terminating within 90 days or has a retirement application on file at ORS.

3. The employee completes the Payoff Payment Options fora TDP Agreement form (R0518C) and sends

copies to the employer and ORS. The form is available on the member website at
www.michigan.gov/orsschools under Forms & Publications.
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4, The employer validates the information and signs the form.

5. The employer must submit the pre-tax payment on the retirement detail report as a regular TDP
deduction DTL3 record.
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6. Using the online payment tool, this payment should be made under the Contributions & TDP Cash
Receipt Type. For the payment to be considered pre-tax, payment must be made using ACH. Any
paper checks received for the purchase of service credit will be considered a post-tax payment from
the employee. There will be no $50.00 paper check processing fee.

Last updated: 07/24/2014
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10.12.00: Paying Off a TDP Agreement Early

An employee who has filed a retirement application with ORS or who will be terminating within 90 days may pay off a
TDP agreement early.

For the lump sum payment to qualify as a pre-tax purchase, the lump sum must be withheld as a deduction from the
employee’s gross wages, and the employee cannot have constructive receipt of the payment. The employee must
have applied for retirement or must terminate within 90 days of the payment’s submission to ORS, provided the
employee and the employer have completed both portions of the TDP Payment Options form. The Tax-Deferred
Payment plan is the only way a pre-tax payment can be made through the employer, and all lump sum payments
must be included on the reporting unit’s retirement detail report as DTL3 records.

Unlike the regularly scheduled deductions, these lump sum payments can be paid from money that is not reportable
toward retirement. Bonus, incentive, and unused sick and annual leave payments are examples of such monies that
could be lump sum payments and have TDP deductions against them. This change in policy to accept lump sum
payments through TDP does not alter how an employee’s Final Average Compensation (FAC) figure is computed.
Nonreportable compensation payments will not be used to calculate FAC.

If an agreement is not paid in full, the agreement’s monthly payment terms will continue until the agreement is paid
off or employment with the reporting unit ends.

Last updated: 02/27/2012
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10.12.01: Who is Eligible to Pay off a TDP Agreement
Early

Employees are only permitted to pay off or pay down an existing TDP agreement if they are terminating within 90
days or if they have a retirement application on file at ORS. This can be done with either pre-or post-tax dollars.

Last updated: 02/27/2012
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10.12.02: How to Pay Off/Pay Down a TDP Early

Employees can pay off or pay down an existing TDP agreement with a one-time lump sum payroll deduction, a plan-
to-plan transfer, a post-tax payment, and/or a direct after-tax payment. Employees are only permitted to pay off or
pay down an existing TDP agreement if they are terminating within 90 days or if they have a retirement application
on file at ORS.

ORS provides a TDP Agreement Payoff Worksheet to assist your employees in deciding which method or
combination of methods will work best for them. The method or combination of methods used will determine what
forms must be completed and submitted. In all situations, the employee must complete and submit the Payoff
Payment Options for a TDP Agreement form to ORS. All forms are available both on the member website

at www.michigan.gov/orsschools under Forms & Publications as well as on the Employer Information website

at www.michigan.gov/psru under Employer Reporting Forms.

It is the employee’s responsibility to obtain, complete, and submit all required forms to initiate a pay off or pay down.

Using a plan-to-plan transfer. Any time an employee uses a plan-to-plan transfer to pay off a TDP agreement, the
money must come to ORS directly from the other plan administrator. The employee cannot give youa check,
personal or otherwise, to send to ORS.

The following steps provide instruction for using a plan-to-plan transfer to pay off a TDP agreement early.

1. The employee has an existing TDP agreement and has filed a retirement application with ORS or is
terminating within 90 days.

2. The employee completes the Payoff Payment Options for a TDP Agreement form and the Qualified Plan-to-
Plan Transfer Certification form.

3. Copies of the Payoff Payment Options for a TDP Agreement form and the Qualified Plan-to-Plan Transfer
Certification form must be submitted to ORS.

4. A copy of the Qualified Plan-to-Plan Transfer Certification form must be submitted to the plan administrator
holding the pre-tax funds to be transferred.

5. The reporting unit continues the regularly scheduled deductions until the TDP agreement is paid in full.
6. The employee should keep copies of all forms and documentation for his or her personal records.
7. ORS will send the employer written notification once the plan-to-plan transfer is completed.

For example: Mary Jane submitted her retirement application, but she still has 26 payments left on her TDP
agreement. Mary Jane may use pre-tax money from her TIAA-CREF 403(b) account to pay off her TDP agreement.
She must initiate the plan-to-plan transfer with the 403(b) plan administrator (TIAA-CREF) who will transfer the
money directly to ORS. The transaction must occur in the manner because the IRS mandates that the employee
cannot have constructive receipt of the tax-deferred funds used to buy service credit. Plan-to-plan transfers are
processed between ORS and the investment institution holding the pre-tax funds. Your reporting unit is not
necessarily involved in the process.

Using termination payouts. Sometimes employees receive lump sum payouts at termination. The payouts can be
applied to the existing TDP agreement to either pay it down or to pay it off. The money is processed like a regular
TDP deduction from the lump sum payment.

The following steps provide instruction for using a termination payouts to pay off a TDP agreement early.
1. The employee has an existing TDP agreement and has filed a retirement application with ORS or is

terminating within 90 days.

2. The employee completes the Payoff Payment Options for a TDP Agreement form indicating that a one-time
lump sum payment is to be added to the normal scheduled deduction.

3. The reporting unit signs the Payoff Payment Options for a TDP Agreement form and processes the one-time
lump sum deduction.

4. The reporting unit submits the pre-tax payment on the retirement detail report as a regular TDP deduction
DTL3 record.

5. The payment will be remitted along with your other TDP deductions and retirement contributions using the
online Automated Clearing House (ACH) function.

6. The reporting unit continues the regularly scheduled deductions until the TDP agreement is paid in full.
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7. The employee sends a copy of the Payoff Payment Options for a TDP Agreement form to ORS.
8. The employee should keep copies of all forms and documentation for his or her personal records.
9. ORS will send the employer written notification once the plan-to-plan transfer is completed.

Using a post-tax payment. Employees can make a lump sum post-tax payment to pay off or pay down the TDP
agreement.

The following steps provide instruction for using a post-tax payment to pay off a TDP agreement early.
1. The employee has an existing TDP agreement and has filed a retirement application with ORS or is
terminating within 90 days.

2. The employee completes the Payoff Payment Options for a TDP Agreement form indicating that a one-time
lump sum post-tax payment is being made.

. The employee sends the Payoff Payment Options for a TDP Agreement with the post-tax payment to ORS.
. The reporting unit continues the regularly scheduled deductions until the TDP agreement is paid in full.

. The employee should keep copies of all forms and documentation for his or her personal records.

6. ORS will send the employer written notification once the plan-to-plan transferis completed:

Last updated: 07/25/2014
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