HOUSE BILL 492
IN THE HOUSE
January 31, 1979 Introduced and referred to

Committee on State Adminis-
tration.
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&
A BILL FGR AN ACT ENTITLEG: ®aWN ACT TO PROVIDE AN ANNUAL

AUTOMATIC COST-OF-LIVING INCREASE IN RETIREMENT ALLOWANCES
AND LIFE ANNUITIES RECEIVED UNDER THE TEACHERS® RETIREMENT

SYSTEM; AMENOING SECTIDN 19-4-101s MCA.®

BE IT ENACTED BY THE LEGISLATURE OF TME STATE OF MONTANA:
Saction le Section 19-4-101s MCAy is amended to read:
"19-4~101. Definitionss As used in this chapterys

unless the context clearty indicates otherwises the

following definitions apply:

{1} “aAccumulated contributions® means the sum of all
the ameounts deducted from the compensation of a member ov
paiid by a member and credited to his individual account in
the annuity savings fundy together with intereste Regular
interest shall be computed and 3llowed to provide a benefit
at the time of retiremente.

(2] "Actuarial! equivalent®™ means & benefit of equal
value when computede with regular interests on the basis of
the mortality tables adopted by the retirement board.

(3} ™Annuity™ moans the payments mods to 3 beonoficiory
for life which are derived from a member®s accumulated
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(4} “Apnuity reserve® means the present value of all
paywments to be wmade on account of a member®s annuity
computeds with regular interests on the basis of the
mortality tables adopted by the retirement board.

{5) ™Average final compensation™ seans the average of
the earned compensation of 2 member during the 3 consecutive
years of full-time service which yield the highest average
and on which <contributions have been made as required by
19-4-602{1})« *

{6) “Beneficiary"” means a person in receipt of a
pensiony annuitys retirement allowances or other benefit
provided by the retirement systeme

{1} *®™Creditable service™ is that service defined by
19-4-401.

{8} “Earned coapensation™ means the full compensations
prye ar salary actually paid to a3 member and reported to the
retirement systems including irreyular forms of
remuncrations such as amounts paid for special duty or under
a salary reduction agreements and amounts paid in kinde such
as wmaintenancee The employer shall fix the wvalue of any
compensation paid in kinde The earned compensation of a
mether who had less than 3 consecutive years of full-time
service during ths 95 yeoars preceding his rotirement is the
comfrensationy payy or salary which he would have earned had
his part-time service been full-time services« The earned
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compensation of a member who is awarded a disability
rztirement allowance prior to the completion of a full year
is the compeonsations pays or  salary which he  uweuld  hove
received had he completed the full yeara

(9} =Ewmployer™ aeans the state of Montanas the
trustees of a districts or any other agency or subdivision
of the state which employs a3 person who is designated a
member of the retiremsent systeme

{10) "Full-time service™ means service which is
full-time and which extends over a normal academic year of
at laast 9 monthse MWith respect to those mesbers employed by
the office of the superintendent of public instructions any
other state agency or institutions or the office of a county
superintendenty "full-time service® means service which is
Full-time and which totals at llast 9 months in any one

yeare.

the_ _burcay of lahor statisticss '
labors Or a SUCCESSOr AgENCYas

+3¥¥112) "Member" means a person who has an  individual
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account in the annuity savings funds An active member is a
person included wunder the provisions of 19-4-302, AR

inactive member is 3 person included under the provisions of
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19-4~-303.

£¥24113) “"Part-time service® means service which is
Tess Lhan full-time or which totals less than 9 wmonths in
any one yeare Part-time service shall be credited in the
proportion that the actual time worked bears to full-time
services

++3%£{14) "Pension™ means the payments made to 2
beneficiary for tife which are paid out of the pension
accumulation fund.

+¥4¥4{15) "Pension reserve® means the present value of
all payments to be made on account of a pension computeds
Wwith regular interests on the basis of the mortality tables
adopted by the retirement boarde.

+15¥(1l6) "Prior service™ means employment of the same
nature as service defined in subsection {20) of this section
but rendered before September 1y 1937.

£+6¥{17) "Regular interest™ means interest at 4% pe
an&u- compounded annually or at such cther rate as wmay be
set by the retirement board in accordance with 19-4-501(2).

++*¥5{18) "Retirement allowance” means the annuity plus
the pensione.

£184119) “Retirement board"” means the retirement
system®s governing board provided for in 2~15-1010.

+3193£20) “Petirement system” means the teachars?®

retirement system of the state of Montana providecd for in

-l
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19-4-1C2

+268¥(21) "Service™ means the performance of such
instructional duties or related activitias as would entitle
the person to active membership in the retirement system
under the provisions of 19-4-302."

NEW SECTIONe Section 2+ Teachers® retirement system
aliowance increaseses (1) On July 1 of each years every
teachers® retirement allowance then payable shall be
increased by a percentage equal to the percentage increase
in the index for the previous calendar year from the index
for the calendar year imsmediately preceding such previous
calendar year.

(2) The legislature shall appropriate sufficient money
from the general fund to finance the annual cost-of-living
increases provided by subsection {1}.

-End-
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STATE OF MONTANA
Request No. 195-79
FISCAL NOTE
Form BD-15

In compliance with a written request received  February 1, 1979 , there is hereby
submitted a Fiscal Note for House Bill 492  pursuant to Chapter 53, Laws of Montana,

1965 - Thirty-Ninth Legislative Assembly. Background information used in developing

this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request,

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 492 will provided an increase in teachers' retirement allowances on July 1

of each year equal to the percentage increase im the consumer price index for the previous
calendar year from the index for the calendar year immediately preceding such previous
calendar year and providing that the legislature appropriate from the general fund

to finance the annual increases.

ASSUMPTIONS:
1. [ncrease in consumer price index from 1977 to 1978 of 8%.
2. fncrease in consumer price index from 1978 to 1979 of 8%.

FISCAL IMPACT:

FY 1980 | FY 1981

Benefits under Benefits under

existing law $17,057,546 existing law $18,763,300
Benefits under _ Benefits under

proposed law 18,422,150 proposed law 21,738,136
General Fund General Fund

Appropriation Appropriation

required 1,364,604 required 2,974,836
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BUDGET DIRECTOR .
Office of Budget and Program Planning
Date: @/5!71




