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HOUSE BILL No. 5879

HOUSE BILL No. 5879

June 8, 2000, Introduced by Reps. Kilpatrick, Hanley, Schauer, Woodward, Dennis,
Jacobs, Switalski, Baird, Spade, Mans, O’ Neil, Lockwood, Callahan, Clarke, Jamnick, Minore,
Gieleghem, Wojno, Garza, Sheltrown, Hardman, Cherry, Brater, Martinez, Rivet, Neumann,
Frank, Pestka, Clark, Reeves, Quarles, Brewer, LaForge, Rison, Basham, Hansen, Daniels, Hale,
Bogardus, Vaughn, Schermesser, Prusi, DeHart, Bovin, Tesanovich, Lemmons, Price, Thomas,
Bob Brown, Kelly and Stallworth and referred to the Committee on Senior Health, Security and
Retirement.

A bill to anmend 1943 PA 240, entitled
"State enployees’ retirenent act,”
by amendi ng section 38 (MCL 38.38), as anended by 1996 PA 279.

THE PEOPLE OF THE STATE OF M CH GAN ENACT:

Sec. 38. (1) The annual |evel percent of payroll contribu-
tion rate to finance the benefits provided under this act shal
be determ ned by actuarial valuation pursuant to subsections (2)
and (3), upon the basis of the risk assunptions adopted by the
retirement board with approval of the departnent of managenent
and budget, and in consultation with the investnent counsel and
the actuary. An annual actuarial valuation shall be nmade of the
retirement systemin order to determ ne the actuarial condition
of the retirenent systemand the required contribution to the
retirement system The actuary shall report to the |legislature

by April 15 of each year on the actuarial condition of the
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retirement systemas of the end of the previous fiscal year and
on the projections of state contributions for the next fiscal
year. The actuary shall certify in the report that the tech-
ni ques and net hodol ogi es used are generally accepted within the
actuarial profession and that the assunptions and cost estimates
used fall within the range of reasonable and prudent assunptions
and cost estimates. An annual actuarial gain-loss experience
study of the retirenent systemshall be nmade in order to deter-
m ne the financial effect of variations of actual retirenent
system experience from projected experience.

(2) The contribution rate for nonthly benefits payable in
the event of the death of a nenber before retirement or the dis-
ability of a nmenber shall be conputed using a term nal funding
met hod of actuarial valuation.

(3) Except as otherw se provided in this subsection, the
contribution rate for benefits other than those provided for in
subsection (2), I NCLUDI NG THOSE BENEFI TS PROVI DED UNDER
SECTI ON 20D, shall be computed using an individual projected ben-
efit entry age normal cost nethod of valuation. —For—the—1995-96

The contribution rate

for service that may be rendered in the current year, the norma
cost contribution rate, shall be equal to the aggregate anmount of
i ndi vidual entry age normal costs divided by 1% of the aggregate
anount of active nenbers’ valuation conpensation. The unfunded

actuarial accrued liability shall be equal to the actuari al
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present val ue of benefits reduced by the actuarial present val ue
of future normal cost contributions and the actuarial val ue of
assets on the valuation date. The unfunded actuarial accrued
liability shall be anortized in accordance with generally
accepted governnental accounting standards over a period equal to
or less than 40 years.

(4) The legislature annually shall appropriate to the
retirement systemthe anount determ ned pursuant to subsections
(2) and (3). The state treasurer shall transfer nonthly to the
retirement system an anount equal to the product of the contribu-
tion rates determ ned in subsections (2) and (3) tinmes the aggre-
gate anount of active nenber conpensation paid during that
nonth. Not later than 60 days after the term nation of each
state fiscal year, the executive secretary of the retirenent
board shall certify to the director of the departnent of nanage-
ment and budget the actual aggregate conpensations paid to active
menbers during the preceding state fiscal year. Upon receipt of
that certification, the director of the departnent of managenent
and budget shall conpute the difference, if any, between actual
state contributions received during the preceding state fiscal
year and the product of the contribution rates determ ned in sub-
sections (2) and (3) tinmes the aggregate conpensations paid to
active nmenbers during the preceding state fiscal year. Except as
ot herwi se provided in subsection (5), the difference, if any,
shal |l be submtted in the executive budget to the |egislature for

appropriation in the next succeeding state fiscal year.
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(5) For differences occurring in fiscal years beginning on
or after Cctober 1, 1991, a mninum of 20% of the difference
bet ween the estimted and the actual aggregate conpensati on and
the estimated and the actual contribution rate described in
subsection (4), if any, may be submitted in the executive budget
to the legislature for appropriation in the next succeeding state
fiscal year and a m ni num of 25% of the remaining difference
shal |l be submtted in the executive budget to the |egislature for
appropriation in each of the followng 4 state fiscal years, or
until 100% of the remaining difference is submtted, whichever
first occurs. In addition, interest shall be included for each
year that a portion of the remaining difference is carried
forward. The interest rate shall equal the actuarially assuned
rate of investnent return for the state fiscal year in which pay-

ment i s nade.
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