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HB- 4585, As Passed House, Novenber 12, 2003

SUBSTI TUTE FOR
HOUSE Bl LL NO. 4585

A Dbill to amend 1980 PA 300, entitled
"The public school enployees retirement act of 1979,"
by amendi ng sections 85 and 91 (MCL 38. 1385 and 38.1391), section
85 as anended by 2002 PA 94 and section 91 as anmended by 1998 PA
85.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 85. (1) Aretiring nenber or retiring deferred nmenber
who neets the requirenents of section 81 or 8la or a nenber whom
the retirenent board finds to be totally and permanently di sabl ed
and eligible to receive a retirenent allowance under section 86
or 87 shall elect to receive his or her retirenment allowance
under 1 of the paynment options provided in this subsection. The
el ection shall be in witing and filed with the retirenment board
at | east 15 days before the effective date of the retirenent

al | onance except as provided for a disability retirant under
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section 86 or 87. The anount of retirenent allowance under
subdi vision (b), (c), or (d) shall be the actuarial equival ent of
t he amount of retirenent allowance under subdivision (a). The
options are as foll ows:

(a) Aretirant shall be paid a straight retirenent allowance
for life computed pursuant to section 84. An additiona
retirement allowance paynent shall not be nmade upon the
retirant's death.

(b) Aretirant shall be paid a reduced retirenment all owance
for life with the provision that upon the retirant's death,
paynent of the reduced retirenent allowance is continued
t hroughout the lifetinme of the retirenent all owance beneficiary
whom t he menber or deferred nenber designates in a witing filed
with the retirenent board at the tinme of election of this
option. A nenber or deferred nmenber may elect this option and
designate a retirenent all owance beneficiary under the conditions
set forth in section 82(2) or 89(3).

(c) Aretirant shall be paid a reduced retirenment all owance
for life with the provision that upon the retirant's death,
paynent of 1/2 of the reduced retirenent allowance is continued
t hroughout the lifetinme of the retirenent all owance beneficiary
whom t he menber designated in a witing filed with the retirenent
board at the tine of election of the option

(d) On and after January 1, 2000, a retirant shall be paid a
reduced retirenment allowance for life with the provision that
upon the retirant's death, paynment of 75% of the reduced

retirement allowance is continued throughout the lifetinme of the
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retirement allowance beneficiary whomthe nenber designated in a
witing filed with the retirenment board at the tine of election
of the option.

(2) In addition to the election under subsection (1), a
retirant, other than a disability retirant who is 60 years of age
or less, nmay elect to coordinate his or her retirenment allowance
with an estinmated primary social security benefit. The retirant
shall be paid an increased retirement allowance until 62 years of
age and a reduced retirenent allowance after 62 years of age.

The increased retirenent allowance paid until 62 years of age
shal | approximate the sum of the reduced retirenent allowance
payabl e after 62 years of age and the retirant's estinmated soci al
security primary insurance anount. The estinmated social security
primary insurance anmount shall be determ ned by the retirenent
system The election under this subsection shall be made at the
same tine and in the same manner as required under

subsection (1).

(3) Except as otherwi se provided in this section, the
el ection of a paynent option in subsections (1) and (2) shall not
be changed on or after the effective date of the retirenent
al | omance. Except as provided in —subseetion{5)— this section,
the retirenent all owance beneficiary sel ected under
subsection (1)(b), (c), or (d) shall not be changed on or after
the effective date of the retirenent allowance and shall be
ei ther a spouse, brother, sister, parent, or child, including an
adopted child, of the nenber, deferred nmenber, retiring menber,

or retiring deferred nmenber entitled to nake the el ection under
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this act. Another retirenment all owance beneficiary shall not be
selected. |If a nenber, deferred nmenber, retiring nmenber, or
retiring deferred nmenber is married at the retirenment all owance
effective date, an el ection under subsection (1), other than an
el ecti on under subsection (1)(b), (c), or (d) nam ng the spouse
as retirenent allowance beneficiary, shall not be effective
unl ess the election is signed by the spouse, except that this
requi renent may be waived by the board if the signature of a
spouse cannot be obtai ned because of extenuating circunstances.
For purposes of this subsection, "spouse" nmeans the person to
whom t he menber, deferred nenber, retiring nmenber, or retiring
deferred nenber is nmarried at the retirenment allowance effective
date. Paynment to a retirenent allowance beneficiary shall start
the first day of the nonth following the retirant's death.

(4) —++— Except as otherw se provided in subsection (8), if
the retirenent all owance beneficiary sel ected under
subsection (1)(b), (c), or (d) predeceases the retirant, the
retirant's benefit shall revert to a straight retirenent
al l owance including post-retirenment adjustnents, if any, shall be
effective the first of the nonth follow ng the death, and shal
be paid during the remainder of the retirant's life. This
subsection applies to a retirant whose effective date of
retirement is after June 28, 1976, but the straight retirenent
al | omance shall not be payable for any nonth begi nning before the
| ater of the retirenent allowance beneficiary's death or
Cctober 31, 1980. This subsection also applies to a retirant

whose effective date of retirenment was on or before June 28,
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1976, but the straight retirenent allowance shall not be payable
for any nonth begi nning before the later of the retirenent
al | omance beneficiary's death or January 1, 1986. A retirant who
on January 1, 1986 is receiving a reduced retirenent allowance
because the retirant designated a retirenent all owance
beneficiary and the retirenent allowance beneficiary predeceased
the retirant is eligible to receive the straight retirenent
al | ownance begi nning January 1, 1986, but the straight retirenent
al | omance shall not be payable for any nonth begi nning before
January 1, 1986.

(5) Aretirant who returns to service pursuant to section 61
and whose retirenent all owance beneficiary sel ected under
subsection (1)(b), (c), or (d) predeceases the nmenber before he
or she again becones a retirant may agai n choose a retirenent
al | omance beneficiary pursuant to subsection (1)(b), (c), or
(d).

(6) If aretirant receiving a reduced retirenent all owance
under subsection (1)(b), (c), or (d) is divorced fromthe spouse
who had been designated as the retirant's retirenment allowance
beneficiary under subsection (1)(b), (c), or (d), the election of
a reduced retirenent all owance paynent option shall be considered
void by the retirenent systemif the judgnent of divorce or award
or order of the court, or an anended judgnment of divorce or award
or order of the court, described in the public enployee
retirement benefit protection act, 2002 PA 100, MCL 38.1681 to
38.1689, and dated after June 27, 1991 provides that the el ection

of a reduced retirenment all owance paynent option under subsection
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(1)(b), (c), or (d) is to be considered void by the retirenent
system and the retirant provides a certified copy of the judgment
of divorce or award or order of the court, or an anended judgnment
of divorce or award or order of the court, to the retirenent
system If the election of a reduced retirenent allowance
paynment option under subsection (1)(b), (c), or (d) is considered
void by the retirenent systemunder this subsection, the
retirant's retirenment allowance shall revert to a straight
retirement allowance, including postretirenent adjustnents, if
any, subject to an award or order of the court as described in
the public enployee retirenent benefit protection act, 2002 PA
100, MCL 38.1681 to 38.1689. The retirenent all owance shal
revert to a straight retirenent allowance under this subsection
effective the first of the nonth after the date the retirenent
systemreceives a certified copy of the judgnent of divorce or
award or order of the court. This subsection does not supersede
a judgrment of divorce or award or order of the court in effect on
June 27, 1991. This subsection does not require the retirenent
systemto distribute or pay retirenent assets on behalf of a
retirant in an anmount that exceeds the actuarially determ ned
anount that woul d otherw se becone payable if a judgnment of
di vorce had not been rendered.

(7) If the retirenent allowance paynents term nate before an
aggregate anount equal to the retirant's accunul at ed
contributions has been paid, the difference between the
retirant's accunul ated contributions and the aggregate anount of

retirenment allowance paynents made shall be paid to the person
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designated in a witing filed with the retirenment board on a form
provided by the retirenent board. |If the designated person does
not survive the retirant or retirenent all owance beneficiary, the
difference shall be paid to the deceased recipient's estate or to
the legal representative of the deceased recipient.

(8) Aretirant who selected a retirenent all owance
beneficiary under subsection (1)(b), (c), or (d) may change his
or her retirement all owance beneficiary if all of the follow ng
appl y:

(a) The first retirenent allowance beneficiary is a spouse.

(b) The first retirenment allowance beneficiary predeceases
the retirant after the retirenent allowance effective date.

(c) The retirant marries another spouse after the retirenent
al | onance effective date.

(d) The retirant files a witten request with the retirenent
systemto name his or her current spouse as a retirenent
al | ownance beneficiary not earlier than 180 days and not |ater
than 1 year after the marriage of the retirant and the current
spouse except that a retirant whose first retirenent allowance
beneficiary predeceases the retirant after the retirenent
al  owance effective date and before the effective date of the
anendatory act that added this subsection shall have 180 days
fromthe effective date of the anendatory act that added this
subsection to file a witten request with the retirement system

(9) Aretirant who was not nmarried on his or her retirenent
al l owance effective date and who did not select a paynent option

provided in this section nmay select an optional form of benefit
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paynment under subsection (1)(b), (c), or (d) and designate a
retirement all owance beneficiary if all of the follow ng apply:

(a) The retirant marries after his or her retirenent
al | onance effective date.

(b) The retirement allowance beneficiary is the retirant's
spouse.

(c) The retirant files a witten request with the retirenent
systemto select the optional form of benefit paynment under
subsection (1)(b), (c), or (d) and to designate his or her spouse
as the retirement all owance beneficiary, not earlier than 180
days and not later than 1 year after the retirant's marriage
except that a retirant who marries after the retirenent all owance
effective date and before the effective date of the anmendatory
act that added this subsection shall have 180 days fromthe
effective date of the amendatory act that added this subsection
to file a witten request with the retirenment system

(10) The retirenent allowance of the retirant who nakes an
el ecti on under subsection (8) or (9) shall not be greater than
the actuarial equivalent of the retirenment allowance that the
retirant would otherw se be entitled to under subsection (1)(a)
and shall becone effective the first day of the nonth follow ng
the filing of the witten request with the retirenent system

Sec. 91. (1) —Fhe— Except as otherwi se provided in this
section, the retirement systemshall pay the entire nonthly
prem um or menbership or subscription fee for hospital
nmedi cal -surgi cal, and sick care benefits for the benefit of a

retirant or retirenment allowance beneficiary who el ects coverage
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in the plan authorized by the retirement board and the
departrment. A retirenent all owance beneficiary who has becone a
retirement allowance beneficiary under section 85(8) or (9) is
not a health insurance dependent and is not entitled to health
i nsurance benefits under this section except as provided in
subsection (10).

(2) The retirement system may pay up to the maxi num of the
anount payabl e under subsection (1) toward the nmonthly prem um
for hospital, nedical-surgical, and sick care benefits for the
benefit of a retirant or retirenent allowance beneficiary
enrolled in a group health insurance or prepaid service plan not
authorized by the retirenent board and the departnent, if
enrol |l ed before June 1, 1975, for whomthe retirement system on

July 18, 1983 was naki ng a paynent towards his or her nonthly

prem um
(3) Aretirant or retirement all owance beneficiary receiving
hospital, medical -surgical, and sick care benefits coverage under

subsection (1) or (2), until eligible for nedicare, shall have an
anount equal to the cost chargeable to a nedicare recipient for

part B of medi care deducted fromhis or her retirenent

al | onance.
(4) The retirement systemshall pay 90% of the nonthly
prem um or menbership or subscription fee for dental, vision, and

hearing benefits for the benefit of a retirant or retirenent
al | owance beneficiary who el ects coverage in the plan authorized
by the retirenent board and the departnent. Paynents shall begin

under this subsection upon approval by the retirement board and
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t he departnent of plan coverage and a plan provider

(5) The retirement systemshall pay up to 90% of the maxi mum
of the anmount payabl e under subsection (1) toward the nonthly
prem um or menbership or subscription fee for hospital
nmedi cal -surgi cal, and sick care benefits coverage described in
subsections (1) and (2) for each health insurance dependent of a
retirant receiving benefits under subsection (1) or (2). Paynent
shal | not exceed 90% of the actual nonthly prem um or menbership
or subscription fee. The retirenent systemshall pay 90% of the
nmont hly prem um or nmenbership or subscription fee for dental,
vi sion, and hearing benefits described in subsection (4) for the
benefit of each health insurance dependent of a retirant
recei ving benefits under subsection (4). Paynent for health
benefits coverage for a health insurance dependent of a retirant
shall not be nmade after the retirant's death, unless the retirant
designated a retirenent allowance beneficiary 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. Paynment for health benefits coverage shall not be
made for a health insurance dependent after the later of the
retirant's death or the retirenent all owance beneficiary's
death. Paynment under this subsection and subsection (6) began
October 1, 1985 for health insurance dependents who on July 10,
1985 were covered by the hospital, nedical-surgical, and sick
care benefits plan authorized by the retirenment board and the
departnent. Paynment under this subsection and subsection (6) for

ot her health insurance dependents shall not begin before
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January 1, 1986.

(6) The paynent described in subsection (5) shall also be
made for each health insurance dependent of a deceased nenber or
deceased duty disability retirant if a retirenment allowance is
being paid to a retirenent allowance beneficiary because of the
death of the nenber or duty disability retirant as provided in
section 43c(c), 89, or 90. Paynent for health benefits coverage
for a health insurance dependent shall not be nade after the
retirenment allowance beneficiary's death.

(7) The paynments provided by this section shall not be nade
on behalf of a retiring section 82 deferred nenber or health
i nsurance dependent of a deferred nenber having |less than 21 full
years of attained credited service or the retiring deferred
nmenber's retirenent all owance beneficiary, and shall not be nade
on behalf of a retirenment allowance beneficiary of a deferred
menber who dies before retiring. The retirement system shal
pay, on behalf of a retiring section 82 deferred nenber or health
i nsurance dependent of a deferred nenber or a retirenent
al | owance beneficiary of a deceased deferred nmenber, either of
whose al |l owance i s based upon not |ess than 21 years of attained
credited service, 10% of the paynents provided by this section,
i ncreased by 10% for each attained full year of credited service
beyond 21 years, not to exceed 100% This subsection applies to
any nmenber who attains deferred status under section 82 after
Oct ober 31, 1980.

(8) Any retirant or retirenment allowance beneficiary excl uded

from paynents under this section may participate in the hospital
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nmedi cal -surgi cal, and sick care benefits plan, the dental plan,
vision plan, or hearing plan, or any conbination of the plans
described in this section in the manner prescribed by the
retirement systemat his or her own cost.

(9) The hospital, medical-surgical, and sick care benefits
pl an, dental plan, vision plan, and hearing plan that covers
retirants, retirenment allowance beneficiaries, and health
i nsurance dependents pursuant to this section shall contain a

coordi nati on of benefits provision that provides all of the

fol | ow ng:
(a) If the person covered under the hospital,
medi cal -surgical, and sick care benefits plan is also eligible

for medicare or nedicaid, or both, then the benefits under
nmedi care or nedicaid, or both, shall be determ ned before the
benefits of the hospital, nedical-surgical, and sick care
benefits plan provided pursuant to this section.

(b) If the person covered under any of the plans provided by
this section is also covered under another plan that contains a
coordi nati on of benefits provision, the benefits shall be
coordi nated as provided by the coordination of benefits act, 1984
PA 64, MCL 550. 251 to 550. 255.

(c) If the person covered under any of the plans provided by
this section is also covered under another plan that does not
contain a coordination of benefits provision, the benefits under
the other plan shall be determ ned before the benefits of the
pl an provi ded pursuant to this section.

(10) A surviving spouse selected as a retirenent all owance

H03382' 03 (H- 2) MVRM
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beneficiary under section 85(8) or (9) nay elect the insurance
coverages provided in section 91 provided that prem um paynent
for such coverages is the responsibility of the retirant and is
paid in a manner prescribed by the system

(11) —36)— For purposes of this section:

(a) "Health insurance dependent" neans any of the follow ng:

(i) —Fhe— Except as provided in subsection (1), the spouse of
the retirant or the surviving spouse to whomthe retirant or
deceased nenber was married at the tine of the retirant's or
deceased nenber's deat h.

(i) An unmarried child, by birth or adoption, of the
retirant or deceased nenber, until Decenber 31 of the cal endar
year in which the child becones 19 years of age.

(iii) An unmarried child, by birth or adoption, of the
retirant or deceased nenber, until Decenber 31 of the cal endar
year in which the child becones 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 nenber's death a dependent of the retirant
or deceased nmenber as defined in section 152 of the interna
revenue code.

(iv) An unmarried child, by birth or adoption, of the
retirant or deceased nmenber who is incapable of self-sustaining
enpl oynment because of nental or physical disability, and who is
or was at the time of the retirant's or deceased nenber's death a
dependent of the retirant or deceased nenber as defined in
section 152 of the internal revenue code.

(v) The parents of the retirant or deceased nenber, or the

H03382' 03 (H- 2) MVRM
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parents of his or her spouse, who are residing in the household
of the retirant or retirenment all owance beneficiary.

(b) "Medicaid' neans benefits under the federal nedicaid
program establ i shed under title XI X of the social security act,
chapter 531, 49 Stat. 620, 42 U.S.C. 1396 to 1396f, 1396g-1 to
1396r-6, and 1396r-8 to 1396v.

(c) "Medicare" neans benefits under the federal nedicare
program establ i shed under title XVIIl of the social security act,
chapter 531, 49 Stat. 620, 42 U S.C. 1395 to 1395b, 1395b-2,
1395b-6 to 1395b-7, 1395c to 1395i, 1395i-2 to 1395i-5, 1395 to
1395t, 1395u to 1395w, 1395w 2 to 1395w 4, 1395w 21 to 1395w 28,
1395x to 1395yy, and 1395bbb to 1395ggg.
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