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HOUSE BILL No. 4433

March 14, 1989, Introduced by Reps. Barns, Hart, Gubow, Gire,
Stallworth, Varga, Niederstadt, Bartnik, Owen, DeMars, Webb, Kilpatrick,
Berman, Murphy, Jonker, Stabenow, Hollister, Jondahl, Porreca, Bankes,
Law, DeBeaussaert, Pitoniak, Runco, Griffin, Stopczynski, Honigman,
Martin, Brown and Mathieu and referred to the Committee on Senior
Citizens and Retirement.

A bill to amend sections 4 and 91 of Act No. 300 of the
Public Acts of 1980, entitled
"The public school employees retirement act of 1979,"
as amended by Act No. 91 of the Public Acts of 1985, being
sections 38.1304 and 38.1391 of the Michigan Compiled Laws.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Section 1. Sections 4 and 91 of Act No. 300 of the Public
Acts of 1980, as amended by Act No. 91 of the Public Acts of
1985, being sections 38.1304 and 38.1391 of the Michigan Compiled
Laws, are amended to read as follows:

Sec. 4. (1) "Compensation" means the remuneration earned by
a member for service performed as é public school employee. If
part of a member's remuneration is not paid in monéy, the
retirement board shall fix the value of that part of the

remuneration not paid in money. Compensation includes, on a
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current basis, investments made in a tax sheltered annuity for a
public school employee as remuneration for service under this °
act. The remuneration shall be wvalued at the amount of money
actually paid into the annuity. Compensation includes all
amounts deducted from the pay of a public school employee,
including amounts deducted pursuant to the member investment
plan. Compensation includes longevity pay, overtime pay, vaca-
tion pay, and holiday pay while absent from work, sick leave pay
while absent from work, and items of deferred compensation,
exclusive of employer contributions to the retirement system.
Compensation does not include terminal payments for unused sick
leave, annual leave, bonus payments, hospitalization insurance
and life insurance premiums, other fringe benefits paid by and
from the funds of employers of public school employees, and remu-
neration paid for the specific purpose of increasing the final
average compensation. Compensation for the period on which final
average compensation is based, for the purpose of computing final
average compensation, does not include an amount over the compen-
sation for the preceding year except increases provided by the
normal salary schedule for the reporting unit. The retirement
board shall require a sworn affidavit from the member that final
compensation does not include remuneration paid either directly
or indirectly for actual or anticipated expenses.

(2) "Compound interest" means interest compounded annually
on July ! on the contributions on account as of the previous
July 1 and computed at the rate of investmént return determined

under section 104a(1) for the last completed state fiscal year.
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(3) "Contributory service" means credited service other than

noncontributory service.

(4) "Deferred member" means a member who has ceased to be a
public school employee and has satisfied the requirements of sec-
tion 82 for a deferred vested service retirement allowance.

(5) "Department"” means the department of management and
budget. -

(6) "Employee organization professional services leave" or
"professional services leave" means a leave of absence —-which—
THAT is renewed annually by the reporting unit so that a member

may accept a position with a public school employee organization
to which he or she belongs and which represents employees of a
reporting unit in employment matters. The member shall be
included in membership of the retirement system during a profes-
sional services leave if all of the conditions of section 71(5)
are satisfied.

(7) "Employee organization professional services released
time" or "professional services released time" means a portion of
the school fiscal year during which a member is released by the
reporting unit from his or her regularly assigned duties to
engage in employment matters for a public school employee organi--
zation to which he or she belongs. The member's compensation
received and service rendered by a member while on professional
services released time shall be reportable to the retirement
system if ail of the conditions of section 71(5) are satisfied.

(8) "Expense fund" means the fund created under section 31.
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(9) "Final average compensation" means the aggregate -amount
of a member's compensation earned within the averaging period in
which the aggregate amount of compensation was highest divided by
the member's number of years, including any fraction of a year,
of credited service during the averaging period. The averaging
period shall be 36 consecutive calendar months if the member con-
tributes to the member investment plan fund; otherwise, the aver-
aging period shall be 60 consecutive calendar months. If the
member has less than 1 year of credited service in the averaging
period, the number of consecutive calendar months in the averag-
ing period shall be increased to the lowest number of consecutive
calendar months —whiel— THAT contains 1| year of credited

service. —#Aiti—retirement—ailowances—wirteh—were—effectivehefore

(10) "Health benefits" means hospital, medical-surgical,

—and— sick care, DENTAL, VISION, AND HEARING benefits for
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retirants, retirement allowance beneficiaries, and health .
insurance dependents provided pursuant to section 91.

(11) "Health benefits fund" means the fund created under
section 34.

(12) "Insurable interest" is an interest of a person in the
continued life of another person, both of whom are from the same
immediate family.

(13) "Member investment plan" means the program of member
contributions described in section 43a.,

(14) "Member investment plan fund” means the fund created
under section 33.

Sec. 91. (1) The retirement system shall pay the entire
monthly premium or membership or subscription fee for hospital,
medical-surgical, and sick care benefits AND, EFFECTIVE
OCTOBER 1, 1989, 90% OF THE MONTHLY PREMIUM OR MEMBERSHIP OR SUB-
SCRIPTION FEE FOR DENTAL, VISION, AND HEARING BENEFITS for the
benefit of a retirant or retirement allowance beneficiary who
elects coverage in a group health benefits plan authorized by the
retirement board and the department. The retirement board and
the department shall authorize membership in a health maintenance
organization licensed under article 17 of the public health code,
Act No. 368 of the Public Acts of 1978, being sections 333.20101
to 3332248+ 333.22260 of the Michigan Compiled Laws. ..

(2) The retirement system shall pay, up to the maximum
amount payable under subsection (1), the entire monthly premium
or membership or subscription fee for hospital, medical-surgical,

and sick care benefits AND, EFFECTIVE OCTOBER 1, 1989, 90% OF THE

00484'89 **



W N

-3

© W OO N o wn

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

6

MONTHLY PREMIUM OR MEMBERSHIP OR SUBSCRIPTION FEE FOR DENTAL,
VISION, AND HEARING BENEFITS for the benefit of a retirant or
retirement allowance beneficiary who elects coverage in an alter-
native group health benefits plan. -Fhis—subsection—shaii—not

7 7 7 — A
retirant or retirement allowance beneficiary —mreceipt—of—=s
retiremenrt—atiowance—onrdanuary—+—19686+— who —onmPecember—3i+
+385— is covered by the group health benefits plan authorized by
the retirement board and the department under subsection (1) ——
shall not be eligible to elect coverage in an alternative group
health benefits plan until the expiration of the contract between
the retirement system and the entity providing coverage under
subsection (1). -omPecember—3+—9565+—

(3) The retirement system may pay up to the maximum of the
amount payable under subsection (1) toward the monthly premium
for hospital, medical-surgical, and sick care benefits AND EFFEC-
TIVE OCTOBER 1, 1989 FOR DENTAL, VISION, AND HEARING BENEFITS for
the benefit of a retirant or retirement allowance beneficiary
enrolled in a group health insurance or prepaid service plan not-
authorized by the retirement board and the department, if
enrolled prior to June 1, 1975, for whom the retirement system on
July 18, 1983 was making a payment towards his or her monthly
premium.

(4) A retirant or retirement allowance beneficiary receiving
health benefits coverage under this section, until eligible for

medicare, shall have an amount equal to the cost chargeable to a
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7
medicare recipient for part B of medicare deducted from his or
her retirement allowance.

(5) The retirement system shall pay up to 90% of the maximum
of the amount payable under subsection (1) toward the monthly
premium or membership or subscription fee for health benefits
coverage described in subsections (1) to (3) for each health
insurance dependent of a retirant. Payment shall not exceed 90%
of the actual monthly premium or membership or subscription fee.
Payment for health benefits coverage for a health insurance
dependent of a retirant shall not be made after the retirant's
death, unless the retirant designated a retirement allowance ben-
eficiary as provided in section 85 and the dependent was covered
or eligible for coverage as a health insurance dependent of the
retirant on the retirant's date of death. Payment for health
benefits coverage shall not be made for a health -insurance depen-
dent after the later of the retirant's death or the retirement
allowance beneficiary's death. Payment under this subsection and
subsection (6) shall begin October 1, 1985 for health insurance
dependents who on —the—effectivedate—ofthissubseection—

JULY 10, 1985 are covered by the group health benefits plan
authorized by the retirement board and the department. Payment
under this subsection and subsection (6)Ifor othér health insur-
ance dependents shall not begin before January 1, 1986.

(6) The payment described in subsection (5) shall also be
made for each health insurance dependent of a deceased member or
deceased duty disability retirant if a retirement allowance is

being paid to a retirement allowance beneficiary because of the
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death of the member or duty disability retirant as provided in
section 43c(c), 89, or 90. Payment for —a— health benefits cov-
erage for a health insurance dependent shall not be made after
the retirement allowance beneficiary's death.

(7) The payments provided by this section shall not be made
on behalf of a retiring section 82 deferred member or health
insurance dependent of a deferred member having less than 21 £full
years of attained credited service or the retiring deferred
member'’'s retirement allowance beneficiary, and shall not be made
on behalf of a retirement allowance beneficiary of a deferred
member who dies before retiring. The retirement system shall
pay, on behalf of a retiring section 82 deferred member or health
insurance dependent of a deferred member or a retirement allow-
ance beneficiary of a deceased deferred member, either of whose
allowance is based upon not less than 21 years of attained cred-
ited service, 10% of the payments provided by this section,
increased by 10% for each attained full year of credited service
beyond 21 years, not to exceed 100%. This subsection shall apply
to any member attaining deferred status under section 82 after
October 31, 1980.

(8) Any retirant or retirement allowance beneficiary
excluded from payments under this section may participate in a
group health benefits plan providing health benefits coverage
described in this section at his or her own cost.

(9) A group health benefits plan —wirielr— THAT covers retir-
ants, retirement allowance beneficiaries, and health insurance

dependents pursuant to this section shall contain a coordination
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of benefits provision —whieh— THAT provides all of ‘the

following: .

(a) If the person covered under the group health benefits
plan is also eligible for medicare or medicaid, or both, then the
benefits under medicare or medicaid, or both, shall be determined
before the benefits of the group health benefits plan provided
pursuant to this section. |

- (b) If the person covered under the group health benefits
plan is also covered under another group health benefits plan
-whrteh—~ THAT contains a coordination of benefits provision, the

benefits shall be coordinated as provided by the coordination of
benefits act, Act No. 64 of the Public Acts of 1984, being sec-
tions 550.251 to 550.255 of the Michigan Compiled Laws.

(c) If the person covered under the group health benefits
plan is also covered under another group health benefits plan
—wirielr- THAT does not contain a coordination of benefits provi-
sion, the benefits under the other group health benefits plan
shall be determined before the benefits of the group health bene-

fits plan provided pursuant to this section.
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(10) —+29— For purposes of this section:

(2a) "Alternative group health benefits plan" or "alternative
plan" means a group health benefits plan covering active members
on or after —thefeffectfveﬁﬁHnrfé—this—amenéatefy—act— JULY 10,
1985 and certified by the retirement board and the department
AFTER FEBRUARY 28, 1989 AND BEFORE OCTOBER 1, 1989. The retire-
ment board and the department shall certify an alternative plan

if all of the following apply:
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(7) ‘The entity providing coverage under the plan is licensed
or otherwise authorized to do business in this state as an entity
described in subdivision —{dyr+83—teo—v— (B).

(i17) The entity agrees to provide coverage identical to cov-
erage provided by the group health benefits plan authorized by
the retirement board and -the department, at no greater cost.

(¢41) The entity agrees to provide the coverage described in
this section to any retirant, retirement allowance beneficiary,
or health insurance dependent, upon election by the retirant or
retirement allowance beneficiary or upon election by a health
insurance dependent of a deceased retirant or member, at the time
he or she becomes eligible for coverage, during any subsequent
open enrollment period, or upon the termination of coverage by
another entity, except as otherwise provided by this section,
without exclusion for preexiéting conditions.

(b) "Group health benefits plan" means a group plan -wirteihr
THAT provides hospital, medical-surgical, DENTAL, OPTICAL,
HEARING, and sick care benefits to persons entitled to those ben-
efits under this section pursuant to a contract between the
retirement system and any of the following:

(7) A health care corporation incorporated under the non-
profit health care corporation reform act, Act No. 350 of the
Public Acts of 1980, being sections 550.1101 to 550.1704 of the
Michigan Compiled Laws.

(1) A health maintenance organization licensed under arti-

cle 17 of the public health code, Act No. 368 of the Public Acts
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of 1978, being sections 333.20101 to —33322+8+ 333.22260 of the
Michigan Compiled Laws.
.. , s . . . 3 3 et
s 7 s
556+ F—o bt b E i ted _

(tit) —tfv)— An insurer as defined in section 106 of the
insurance code of 1956, Act No. 218 of the Public Acts of 1956,
being section 500.106 of the Michigan Compiled Laws.

- Hiead . . 3 3 At
: 7 :
5563 +6—of—tire—Michiganm—Compited—taws—

(Zv) A NONPROFIT DENTAL CARE CORPORATION INCORPORATED UNDER
ACT NO. 125 OF THE PUBLIC ACTS OF 1963, BEING SECTIONS 550.351 TO
550.373 OF THE MICHIGAN COMPILED LAWS.

(c) "Health insurance dependent” means any of the
following:

(1) The spouse of the retirant or the surviving spouse to
whom the retirant or deceased member was married at the time of
the retirant's or deceased member's death.

(27) An unmarried child of the retirant or deceased member,
until December 31! of the calendar year in which the child becomes
19 years of age.

(Z27) An unmarried child of the retirant or deceased member,
until December 31 of the calendar year in which the child becomes
25 years of age, who is enrolled as a full-time student, and who

is or was at the time of the retirant's or deceased member's
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death a dependent of the retirant or deceased member as defined
in section 152 of the internal revenue code.

{(iv). An unmarried child of the retirant or deceased member
who is incapable of self-sustaining employment because of mental
or physical handicap, and who is or was at the time of the
retirant's or deceased member's death a dependent of the retirant
or deceased member as defined in section 152 of the internal rev-
enue code.

(v) The parents of the retirant or deceased member, or the
parents of his or her spouse, who are residing in the household
of the retirant or retirement allowance beneficiary.

(d) "Medicaid" means benefits under the federal medicaid
program established under title XIX of the social security act.

(e) "Medicare" means benefits under the federal medicare
program established under title XVIII of the social security

act.
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