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HOUSE BILL No. 5314

October 18, 2005, Introduced by Reps. Wenke and Emmons and referred to the Committee on Higher
Education and Career Preparation.

A bill to anmend 1980 PA 300, entitled
"The public school enployees retirenment act of 1979,"
by amendi ng sections 6, 7, 22, and 4la (MCL 38.1306, 38.1307,
38.1322, and 38.1341a), sections 6 and 7 as anmended by 1995 PA 272,
section 22 as anmended by 1997 PA 143, and section 4la as anmended by
1996 PA 488.

THE PECPLE OF THE STATE OF M CHI GAN ENACT

Sec. 6. (1) "Original nmenber"” neans a nenber enployed in
M chi gan public schools before July 1, 1945.

(2) "Qut of system public education service" neans service
performed in public education neeting 1 or nore of the follow ng
requirenents:

(a) Performed in other states in the United States or its

territorial possessions.
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(b) Performed at the university of Mchigan, Mchigan state
university, Wayne state university, Gand Valley state university,
Cakl and university, or Saginaw Valley university.

(c) Service purchased before January 31, 1991 and perforned in
a juvenile training school operated by a county in this state.

(d) Service purchased before January 31, 1991 and perforned in
a community nmental health service program operated under forner
Act—No—54—of the PublieActs—of 1963~ 1963 PA 54 for the severely
mentally retarded in day care prograns, day training prograns, or
day care training prograns that were transferred to an internedi ate
school district by direction of the departnent of education.

(e) Service purchased before January 31, 1991 and perforned as
an elenmentary or secondary teacher at a United States arned forces
mlitary base in the United States or a foreign country.

(f) Service purchased before January 31, 1991 and perforned as
a teacher or adm nistrator of American nationals in overseas public
el enentary or secondary schools operated by the United States
departnent of defense.

(g) Performed by a person who first becones enpl oyed by an
institution of higher education described in section 4, 5, or 6 of
article VI11 of the state constitution of 1963 on or after January
1, 1996.

(H) PERFORMED BY A PERSON WHO FI RST BECOVES EMPLOYED BY A TAX
SUPPORTED COMVMUNI TY OR JUNI OR COLLEGE ON OR AFTER JANUARY 1, 2006.

(3) "Prior service" nmeans service perfornmed before July 1,
1945.

(4) Except as otherw se provided in this subsection, "public
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school acadeny" nmeans a public school acadeny established under
part 6a —er—6b— of the REVI SED school code, —ef21976—AectNo—451
of—the Publ-ecActs—of 1976, beingseetions—380- 501 to0380-5074and
380511 t6-380- 518 of the M-echigan—Conpitledtaws— 1976 PA 451, MCL
380. 501 TO 380.507. Public school acadeny does not include any of
the foll ow ng:

(a) A public school acadeny operated by a state public
university that is not subject to the optional retirenment act of
1967, —Aet—No—156of the PublicActs ot 1967 beingseections

38-381-t038-388 o the MechiganConpiledtaws— 1967 PA 156, MCL
38.381 TO 38. 388.

(b) A public school acadeny corporation formed by a state
public university that is not subject to —Aet—No—156—o6f the Publ¢
Aects—of 1967 THE OPTI ONAL RETI REMENT ACT OF 1967, 1967 PA 156, MCL
38.381 TO 38. 388.

(5) Except as otherw se provided in this subsection, "public
school enpl oyee" neans an enpl oyee of a public |local schoo
district, internedi ate school district, public school acadeny, tax
supported comunity or junior college, eastern M chigan university,
central M chigan university, northern M chigan university, western
M chi gan university, Ferris state university, M chigan
t echnol ogi cal university, Lake Superior state university, or
district library as defined in section 69g if the conditions in
section 69g(1l) are met for that enpl oyee. Service at M chigan
technol ogi cal university shall be creditable only if the anount of
t he accunul ated contributions in the state enpl oyees' retirenent

systemcreated by the state enpl oyees' retirenent act, —-Aect—No—240
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ot —thePubl-e—Acts—ol—1943—being—seections—38—1t0-38348 ol —the
M-ehi-gan—Conpiledtaws— 1943 PA 240, MCL 38.1 TO 38.69, for service
is paid to the retirenent system Service at Ferris state
university shall be creditable as prior service or menbership
service only if the enployee was enployed at Ferris state
university on a full-tine basis for 2 or nore years after May 17,
1949. Until January 1, 1988, public school enployee also includes a
person hol ding a M chigan teacher certificate and serving as an
enpl oyee of the M chigan high school athletic association, other
than a person whose effective date of enploynment with the M chigan
hi gh school athletic association is on or after Decenber 31, 1986.
Publ i ¢ school enployee includes a public school enployee on an
approved | eave of absence. Public school enployee does not include
a person who first beconmes enployed by a university described in
this subsection on or after January 1, 1996. PUBLI C SCHOOL EMPLOYEE
DOES NOT | NCLUDE A PERSON WHO FI RST BECOVES EMPLOYED BY A TAX
SUPPORTED COVMUNI TY OR JUNI OR COLLEGE ON OR AFTER JANUARY 1, 2006.

Sec. 7. (1) "Refund beneficiary"” nmeans 1 or nore persons whom
the nenber or former nmenber nominates in witing and files with the
retirement systemfor the purpose of being paid accunul at ed
contributions in the event of the death of the nenber or forner
menber. If a valid nomnation is not on file, the retirenent board
shal | pay the accunmul ated contributions to the | egal representative
of the deceased nenber or deceased forner nenber, if any, or to the
estate of the deceased nenber or deceased forner nmenber.

(2) "Regular interest” neans interest at 1 or nore rates per

annum determ ned by the retirenent board and conpounded annual ly.
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(3) Except as otherw se provided in this subsection
"reporting unit" neans a public school district, intermediate
school district, public school acadeny, tax supported conmunity or
junior college, or university, or an agency having enpl oyees on its
payrol |l who are nmenbers of this retirement system The reporting
unit shall be the enployer for purposes of this act. On and after
January 1, 1996, reporting unit does not include a university,
except to the extent that university has enpl oyees on its payrol
who are nenbers of this retirement system ON AND AFTER JANUARY 1,
2006, REPORTI NG UNI' T DOES NOT | NCLUDE A TAX SUPPORTED COMMUNI TY OR
JUNI OR COLLEGE EXCEPT TO THE EXTENT THAT THE COVMMUNI TY OR JUNI OR
COLLEGE HAS EMPLOYEES ON | TS PAYROLL WHO ARE MEMBERS OF THE SYSTEM

(4) "Retirant” neans a nenber who retires with a retirenent
al  owance payable fromreserves of the retirenent system

(5) "Retirenent allowance" neans a paynent for life or a
tenporary period provided for in this act to which a retirant,
retirenment all owance beneficiary, or refund beneficiary is
entitl ed.

(6) "Retirenent allowance beneficiary" means a person who is
being paid or has entitlenent to the paynent of a retirenent
al l owance in the event of the death of a nenber, deferred nenber
or retirant.

(7) "Retirement board" nmeans the board provided to adm nister
this retirement system

(8) "Retirenent systeni nmeans the M chigan public schoo
enpl oyees' retirenent system provided for in this act.

Sec. 22. (1) The M chigan public school enployees' retirenent
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board is created in the departnent and shall consist of the
superi ntendent of public instruction and 11 nmenbers appoi nted by
the governor with the advice and consent of the senate as foll ows:

(a) Two nmenbers who are working as classroomteachers or as
ot her certified school personnel

(b) One nonteacher nenber who is working in a noncertified
educati onal support position or a retirant who retired froma
noncertified educational support position

(c) One nmenber who is a school system superintendent.

(d) One nmenber who is working in a school systemin a finance
or operations managenent position, but who is not a school system
superi nt endent.

(e) One retirant who retired froma cl assroom teacher
posi tion.

(f) One retirant who retired froma finance or operations
managenent position.

. . L i

. L . . e

(G —(h)—Fwo— THREE fromthe general public, 1 of which shal
have experience in health insurance or actuarial science and 1 of
whi ch shall have experience in institutional investnents. An
i ndi vi dual appoi nted under this subdivision shall not be a nenber,
deferred nenber, retirant, or retirenment all owance beneficiary
under this act.

(H —— One elected nenber of a reporting unit's board of
control

(2) One of the retirenent board nenbers under subsection (1)
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shall be a nenber who is an enpl oyee of a school district of the
first class or a retirant who retired froma position as an

enpl oyee of a school district of the first class. One of the
retirant nmenbers of the retirenent board shall be selected fromthe
nmenber ship of the | argest organization of retirants.

(3) The termof office of the retirenent board nmenbers shal
be 4 years. A vacancy of a nmenber on the retirenment board shall be
filled in the sane manner as the original appointnment for the
remai nder of the unexpired term A retirement board nenber shal
continue to hold office until a successor is appointed and has
qualified, but not to exceed an additional 4 years.

(4) The 7 menbers appointed and serving on the retirenent
board on July 1, 1997 shall have their respective terns extended by
2 years and shall serve for the remainder of their extended terns.
As each board nenber's term expires under this subsection, the new
appoi ntnent shall be nmade in accordance wi th subsection (1). On
January 1, 1997, 2 new individuals shall be appointed as nenbers of
the retirenent board in accordance with subsection (1). The initia
terms of office of these 2 new nenbers shall expire on March 30,
2001. On Cctober 31, 1997, 2 new individuals shall be appointed as
menbers of the retirenment board in accordance wi th subsection (1).
The initial ternms of office of these 2 new nenbers shall expire on
March 30, 2000.

Sec. 4l1a. (1) For fiscal years that begin on or after March
28, 1996, the retirenent systemshall determ ne a separate
contribution rate for a reporting unit that is a university listed

in section 6(5). The retirenment system shall determ ne the separate
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contribution rate in the manner prescribed in section 41, except
that the unfunded actuarial accrued liability shall be anortized
over 40 years begi nning Cctober 1, 1996 and endi ng on Septenber 30,
2036, with the paynent schedule for universities being based on and
applied to the conbined payrolls of the universities' enployees who
are nmenbers and who were hired before January 1, 1996 and the
universities' enployees who woul d have been nenbers on or after
January 1, 1996, but for the enactnent of —-Aet—No—272of the
Publ-e—Aets—of21995— 1995 PA 272. The anount of the unfunded
accrued liability on which the separate contribution rate is
deternmi ned shall be that ampbunt which a reporting unit that is a
university listed in section 6(5) is legally responsible for and is
cal cul ated by actuarial analysis. Any reduction in the unfunded
liability of the system pursuant to governnental action affecting
the entire systemw || be allocated to all reporting units
i ncluding universities as determ ned by the systenm s actuary.

(2) FOR FI SCAL YEARS THAT BEG N ON OR AFTER MARCH 28, 2006,
THE RETI REMENT SYSTEM SHALL DETERM NE A SEPARATE CONTRI BUTI ON RATE
FOR A REPORTING UNI'T THAT IS A TAX SUPPORTED COVMUNI TY OR JUNI OR
COLLEGE. THE RETI REMENT SYSTEM SHALL DETERM NE THE SEPARATE
CONTRI BUTI ON RATE I N THE MANNER PRESCRI BED I N SECTI ON 41, EXCEPT
THAT THE UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY SHALL BE AMORTI ZED
OVER 40 YEARS BEG NNI NG OCTOBER 1, 2006 AND ENDI NG ON SEPTEMBER 30,
2046, W TH THE PAYMENT SCHEDULE FOR TAX SUPPORTED COVMUNI TY OR
JUNI OR COLLEGE EMPLOYEES WHO ARE MEMBERS AND WHO WERE HI RED BEFORE
JANUARY 1, 2006 AND THE TAX SUPPORTED COVMUNI TY OR JUNI OR COLLECGE
EMPLOYEES WHO WOULD HAVE BEEN MEMBERS ON OR AFTER JANUARY 1, 2006,
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EXCEPT FOR THE ENACTMENT OF THE AMENDATORY ACT THAT ADDED TH S
SUBSECTI ON.  THE AMOUNT OF THE UNFUNDED ACCRUED LI ABI LI TY ON VWH CH
THE SEPARATE CONTRI BUTI ON RATE IS DETERM NED SHALL BE THAT AMOUNT
VWH CH A REPORTING UNIT THAT IS A TAX SUPPORTED COVMUNI TY OR JUNI OR
COLLEGE | S LEGALLY RESPONSI BLE FOR AND | S CALCULATED BY ACTUARI AL
ANALYSI S. ANY REDUCTI ON I N THE UNFUNDED LI ABI LITY OF THE SYSTEM
PURSUANT TO GOVERNMENTAL ACTI ON AFFECTI NG THE ENTI RE SYSTEM W LL BE
ALLOCATED TO ALL REPORTI NG UNI' TS | NCLUDI NG TAX SUPPORTED COMMUNI TY
OR JUNI OR COLLEGES AS DETERM NED BY THE SYSTEM S ACTUARY.

04338' 05 Fi nal Page VRM



