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5 A BILL FOR AN ACT ENTITLED; "AN ACT CLARIFYING AND REVISING 

6 THE DEFINITION OF EARNED COMPENSATION FOR THE TEACHERS• 

7 RETIREMENT SYSTEM; AMENDING SECTION 19-4-101, MCA; AND 

8 PROVIDING AN EFFECTIVE DATE.• 

9 

10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

11 Section 1. Section 19-4-101, MCAt is amended to read: 

12 "19-4-101. Definitions. AS used in this chapter, 

13 unless the context clearly Indicates otherwise .. the 

14 followinq definitions apply: 

15 (1) "Accumulated contributions• means the su• of all 

16 the amounts deducted from the compensation of a me•ber or 

17 paid by a meaber and credited to his individual account in 

18 the annuity savlnqs fund, toqether with interest. Reqular 

19 interest shall be computed and allowed to provide a benefit 

20 at the time of retirement. 

21 (2) "Actuarial equivalent" means a benefit of equal 

22 value when computed, with reqular interestt on the basis of 

23 the mortality tables adopted by the retirement board. 

24 (3) "Annuity" means the payments made to a beneficiary 

25 for life which are derived from a ~ember•s accumulated 
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contributions. 

(~J •Annuity reserve" aeans the present value of all 

payeents to be eade on account of a me•ber•s annuity 

computed• with reqular Interest, on the basis o~ the 

mortality tables adopted by the retire.ant board. 

(5) (a) •Average final co•pensatlon• .eans the averaqe 

of the earned compensation of a aeaber durlnq the 3 

consecutive years of full-ti•e service which yield the 

hiqhest averaqe and on which contributions have been made as 

required bY 19-~-602(1)• If the earned co•pensation Includes 

any termination pay, the •e•ber shall select one of the 

followinq optlonss 

(I) use the total termfna~ion pay in the calculation 

of the averaqe final compensation. The •e•ber and the 

e•ployer shall pay such contributions to the retire~ent 

system as are determined by the board to adeQuately 

compensate the system for the additional retirement benefit. 

The contributions must be made at the tiMe the termination 

pay is received. 

(il) use a yearly amount of termination pay added to 

each of the 3 consecutive years• salary used in the 

calculation of the average final compensation. The amount of 

such compensation used in the calculation of averaqe final 

compensation must be divided by the total number of years of 

creditable service with the employer from whom this type of 

I N T R 0 D U C E D B I L L 
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compensation was received to determine a yearly amount. The 

member and the employer must pay the reqular contribution on 

the termination pay; or 

(iii) exclude the termination pay from tne average 

final compensation. No contribution Is required of either 

the eaployer or •••ber. 

(b) For purposes of this subsection 9 termination pay 

includes any form of ter•ination pay or any lu~-sua payment 

for deferred co•pensatlon, sick leave, or accumulated 

vacation Credit, or any other pay•ent for tilte not wo·rked 

other than co.pensation received while on sick leave or 

authorized leave of absence. 

(6) •Beneficiary• means a person 1n receipt of a 

pension• annuity, retireaent allowance 7 or other benefit 

provided by the ret i reatent systea. 

(7) •Creditable service• Is that service defined by 

19-"-~01. 

(8) •Earned ca.pensatlon• •eans the full c~pensationt 

pay• or salary actually paid to a •ember and reported to the 

retirement system, including ~~a+e~-~~-~---~ 

re-.nere~~-sae~-as aaounts paid ~eP~e+e~-d~y-or under 

a salary reduction agree•enty and ~~•-pe+e-+n-k+n~?-s~eh 

e!l-•e+n~eftattee :tbe_lf.Alu&_gf_ aQJ boui.LIUI-Jll:-btdad by the 

lltill.o¥U• The eaployer shall fix the v"lu" of aAy 

e~ftsat+en~e+d-Tn-kTn~ 1-bg ttrm--i1Qti 
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D.Qt._..i !U;l.JU1Ji_aQ ~ other illllliliiU--'lA.i.<L..io--l<.i.D II or f r ~11 

112Qell.t:; _ _nnt._ actuaJl.X..-IIal.<L-J:il-iL_jillliltulu The earned 

coMpensation of a •e•ber who had less than 3 consecutive 

year5 of full-tiMe service durinq the 5 years preceding his 

retirement is the co•pensation, pay, or salary which he 

would have earned had his part-ti~ service been full-time 

service. The earned coMpensation of a me~ber ~ho is a~arded 

a disability -retire-.ent. allowance prior to the co•pletlon of 

a full year is the compensation, pay 9 or salary which he 

would have received had he completed the full year. 

(9) •Eaployer• means the state of Montana, the 

trus-tees of a district, or any other agency or subdivision 

of the state which employs a person who is designated a 

~mber of the retire.snt system. 

(10) •Fu11-ti•e service• means service which iS 

full-ti•e and whiCh extends over a nor•al academic year of 

at least 9 months. _With respect to those ~•bers employed by 

the office of the superintendent of public instruction, any 

other state aqencv or institution, or the office of a county 

superintendent, •tull-tl~ service• means service which iS 

full-time and which totals at least 9 months in any one 

year. 

(11) •He•ber• .eans a person who has an Individual 

account in the annuity &avings fund• An active ~ember Is a 

person included under the provisions of 19-~-~02• An 
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inac~ive •e•ber is a person included under the provisions of 

19-4-303· 

{12) •Part-ti•e service• .eans service which Is less 

than full-tl•e or which totals less than 9 months in any one 

year. Part-tiMe service shall be credited In the proportion 

that the actual time worked bears to full-time service. 

Cl3) •Pension• •eans the payments made to a beneficiary 

for life Nhlch are paid out of the pension accuMUlation 

9 fund. 

10 (14) •pension reserve• •eans the present value of all 

11 payments to be Made on account of a pension co•puted, with 

12 reqular interest, on the basis of the •ortality tables 

13 adopted by the retirement board• 

14 (15) •Prior service• Means employment of the saae 

15 natur~ as service defined in subsection (20) of this section 

16 but rendered before September 1. 1937. 

11 (16) •ReQular interest• means interest at ~l per annum 

18 compounded annually or at such other rate as •av be set by 

19 the retlre•ent board in accordance with 19-4-501(2)• 

20 (17) •Retirement allowance• means the annuity plus the 

21 pension. 

22 (18t -Retirement board• means the retirement system's 

23 qoverninq board provided for in l-15-1010. 

24 (19) •Retlre•ent syste•• means the teachers• retirement 

25 system of the state of Montana provided for in 19-~-102. 
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(20t •Service• •eans the perfor•ance 

instructional duties or related activities as would 

of such 

entitle 

the person to active eembershlp in the retire•ent syste• 

under the provisions of 19-4-302.• 

Nf¥-Sf~11DK£ Section 2• Effective date. This act Is 

effective July 1. 1983. 

-end-
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Approved by Committee 
on State Administration 

HOUSE BILL NO. 169 

INTRODuCED BY EUOAILYt DAILY, SCHULTZ, LORY 

BY REQUEST OF THE TEACHERS' RETIREMENT DIVISION 

A BILL <QR AN ACT ENTITLED: "AN ACT CLARIFYING AND REVISING 

THE DEFINITION OF EARNED COMPENSATION FOR THE TEACHERS' 

RETIREMENT SYSTEM; AMENDING SECTION 19-4-101, MCA; AND 

PROVIDING AN EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 19-4-101 9 HCAw is amended to read: 

"19-4-101. Definitions. As used in this chapter• 

unless the context clearly indicates otherwise., the 

folloMing definitions apply: 

(1) •Accumulated contribution$• .eans the sue of all 

the amounts deducted from the co•pensation of a .e•ber or 

paid by a me~ber and credited to his individ~al account in 

the annuity savings fund, together with interest. Regular 

interest shall be computed and alloNed to provide a benefit 

at the tine of retirement. 

(2) "Actuarial equivalent" means a benefit of equal 

value when computed, with regular interest, on the basis of 

the •ortality tables adopted by the retirement board. 

(3) •Annuity• means the pay•ents made to a beneficiary 

fo~ life which are derived from a member•s accumulated 
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contributions. 

(~) •Annuity reserve• aeans the present value of all 

pay•ents to be •ade on account of a me~ber•s annuity 

co•puted 9 with regular interest• on the basis of the 

•ortality tables adopted by the retireaent board. 

(5) (a) "Average final co•pensation• Means the average 

of the earned coMpensation of a me.ber during the 3 

consecutive years of full-ti•e service which yield the 

highest average and on which contributions have been made as 

required by 19-4-602(1)• If the earned coMpensation includes 

any terMination pay. the me•ber shall select one of the 

fo11owing options: 

{i) use the total termination pay in the calculation 

of the average final compensation. The meaber and the 

employer shall pay such contributions to the retire.ent 

system as are determined by the board to adequately 

compensate the systeM for the additional retirement benefit. 

The contributions must be made at the time the termination 

pay is received. 

(ii) use a yearly aMOunt of termination pay added to 

each of the 3 consecutive years• salary used in the 

calculation of the average final compensation. The amount of 

such compensation used in the calculation of average final 

compensation must be divided by the total number of years of 

creditable service with the employer from who• this type of 

-z- HB 169 
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compensation was received to de~ermine a yearly aaount. The 

member and the employer must pay the regular contribution on 

the termrnation pay; or 

(iii) exclude the ter•ination pay froM the average 

final co•pensation. No contribution is required of either 

the eMployer or .eaber. 

{b) For purposes of this subsection. termination pay 

includes any fora of ter•ination pay or any luap-sua pay•ent 

for deferred co•pensation, sick leave, or accumulated 

vacation credit• or any other pay~nt for ti.a not worked 

other than co•pensatJon received while on sick leave or 

authorized leave of absence. 

(6) •Beneficiary" .aans a person in receipt of a 

pension. annuity, retirement allowance, or other benefit 

provided by the retirement syste•• 

(7, •creditable service• is that service defined by 

19-4-401. 

(8, •Earned coapensatlon• aeans the full coMpensation, 

pay, or salary actually paid to a Member and reported to the 

retire•ent sys1:e., fncluding ••Pegu~e#---fer-s---o~ 

reM~ftere~•efty-&Heh-ee amounts paid fer-,pee+e~-da~r-or under 

a salary reduc~lon agreementy and e~n~s-pe~d-?ft-k+nd.-sbeh 

Bs-•e+ft~efttoftee tbJI-l!illWI-RL-ADlf-bliWi i ow proyl.llad II~ _t.l1ll 

~IIU£ llf...I.Il-AJ!AJU!!!J!I..llLlli!l-A..!IW!II!f· The e111p l oyer shall 

fix the value of any ee.;eftse~en--pe•~-+n-k+nd hgusing 
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JU.QY..isltil• IbL.tllut4PIILWILlDt::We any otbiiL-!IIP!!UQts-J&ill 

.in_IUnli-PL-11:.i.nge_llliJJUl:tL!1Pt actual! Y-llllll-.tli-LJIUW!u 

The earned co•pensation of a member who had less than 3 

consecutive years of full-time service during the 5 years 

preceding his retirement is the coapensation, pay, or salary 

which he would have earned had his part-time service been 

full-ti•e service. The earned compensation of a me•ber who 

is awarded a disability retirement allowance prior to the 

completion of a full year Js the co~pensation, pay, or 

salary Which he would have received had he co•pleted the 

full year. 

(9) •Employer• means the state of Montana, the 

trustees of a district. or any other agency or subdivision 

of the state which employs a person who is designated a 

member of the retireaent syste•• 

(10) "Full-time service• •eans service which is 

full-time and which extends over a nor•a1 acade•ic year of 

at least 9 MOnths. With respect to those Members eMployed by 

the office of the superintendent of public instruction, any 

other state agency or institution, or the office of a county 

superintendent, •tull-ti•e serviCe• •eans service which is 

full-ti~ and which totals at least 9 •onths in any one 

year. 

(11) AHember• means a person who has an individual 

account in the annuity savings fund. An acti~e me•ber is a 

-4- HB 169 
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person included under the provisions of 19-~-302· An 

inactive me•ber is a parson included under the provisions of 

19-4-303. 

(lZ) •Part-tiae service" aeans service which is less 

than full-tiee or which totals less than 9 •onths in any one 

year. Part-ti.a service shall be credited in the proportion 

that the actual ti.e worked bears to full-ti.e service. 

(13) •pension• aeans the payMents Made to a beneficiary 

for life which are paid out of the pension accuaulation 

10 fund. 

11 {14) "Pension reserve• .eans the present value of all 

12 payments to be •ade on account of a pension coMputed• with 

13 regular interest, on the basis of the aortality tables 

14 adopted by the retire.ent board. 

15 (15) "Prior service• ~ans empJoy•ent of the same 

16 nature as service defined in subsection (20) of this section 

17 but rendered before September 1, 1937. 

18 (16) •Regular interest• •eans interest at~' per annu• 

19 compounded annually or at such other rata as aay be set by 

20 the retire•ent board in accordance with 19-~-501{2)• 

ll (17) •Retire•ent allowance• •eans the annuity plus the 

22 pension. 

23 (18) "Re~irement board• means the retire•ent system•s 

24 governing board provided for in 2-15-1010. 

25 (19) •Retire•ent system• means the teachers• retirement 

-5- HB 11>9 
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system of the state of Montana provided for in 19-~-102. 

(20) •Service• •eans the performance of such 

instructional duties or related activities as would entitle 

the person to active meabership in the retire•ent syste• 

under the provisions of 19-~-302.• 

BfK-Sfti!UH£ Section 2. Effective date. This act is 

effective July 1, 1963. 

-End-
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THIRD READING 
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March 12, 1983 

SENATE STANDING COMMITTEE REPORT 
(State Administration) 

That House Bill No. 169 be amended as follows: 

1. Page 3, line 22. 

2. 

Following: "agreement" 
Insert: "to a ta~ sheltered annuity or deferred 

compensation program," 

Page 3, 
Strike: 

line 24. 
"UP TO A MAXIMUM OF $150 A MONTH" 

3. Page 4, line 11. 
Following: 'year" 
Insert: ",except that any terminiation pay, as 

defined in subsection (5) (b), received by 
the member is limited to the amount actually 
paid, and is not the amount he would have 
earned had he completed the full year" 
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HOUSE BILL NO. 169 

INTRODUCED BY EUOAILY, DAILY, SCHULTZ, LORY 

>Y REgUEST OF THE TEACHERS' RETIRE~ENT DIVISION 

A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING AND REVISING 

THE OEFINITION OF EARNED COMPENSATION FOR THE TEACHE~S' 

RETIREe.ENT SYSTEM; AMENDING SECTION 19-4-101, MCA; AND 

P•OVIOING AN EFFECTIVE DATE.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. 

•19-4-101. 

Section 19-4-101• MCAt is amended to read: 

Definitions. 

unles5 the context clearly 

following definitions apply: 

As used in this chapter, 

indicates otherwi set the 

(1) "Accumulated contr'ibutions" means the sum of all 

the amounts deducted from the compensation of a aellber or 

paid by a member and credited to his Individual account in 

the .J"lnuity savings fund, together with interest. Regulaf'" 

inter~st shall b~ co~puted and allowed to prQvide a benefit 

at th~ time of retirement. 

(2) ·~ctuarial equivalent" mean~ a benefit of equdl 

valu~ when computed, with re~ular interest. on the basis of 

th~ mortality tables adopted by the f'"etirement board. 

(3) "Annuity" mPans the payments made to a beneficiary 

for life which are derived from a member's accumulated 
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cont~ibutions. 

(\) •Annuity reserve• means the present value of all 

pay•ents to be made on account of a member's annuity 

computed, with regular interest, on the baais of the 

•ortality tables adopted by the retlre•ent board. 

(5) (a) •Average final co•pensatlon• means the average 

cf the earned compensation of a me•ber 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)• If the earned coMpensation Includes 

any termination pay, the ~e•ber shall 

following options: 

select one of the 

(i) use the total termination pay in the calculation 

of the average final compensation. The member and the 

employer shall pay such contributions to the retirement 

system as are detef'"mined by the board to adequately 

co~pensate the system for the additional retirement benefit. 

The contribution5 must be made at the time the termination 

pay is received. 

(i i) use a yearly amount of termination pay added to 

each of the 3 consecutiv~ years• salary used in th~ 

calculation of the average final compensation. The amount of 

such compensation used in the calculation of overaqe final 

co~pe~sation must be divided by th~ total number of years of 

credit~ble service with the employer from whom this type of 

-?- HB 169 
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compensation was received to determine a y&arly amount. The 

•~•ber and the eMployer •ust pay the regular contribution on 

the termination pay; or 

(i li) exclude the termination pay from the average 

final co•pensation. ~o contribution is required of either 

the enployer or member. 

(bt For purposes of this subsection, termination pay 

Includes any for• of termination pay or any lump-sum payment 

for ~eferred compensation, sick leaver or accumulated 

vacation credit• or any other payment for time not worked 

otner than co•pensation received while on sick leave or 

authorized leave of absence. 

(6) "Beneficiary• .eans a person in receipt of a 

pensi~n, annuity• retirement allowance, or other benefit 

providad by the retirement system. 

(7) •creditable service" is that service defined by 

19-4-~01. 

(8, •Earned co•pensationw eeans the full compensation, 

pay• or salary actually paid to a ~•ber and reported to thg 

retlre111ent: system, including +r~~~~Je~---form~---ef 

~eaa"ere~+afty-,~e~-es amounts paid #e#-~peefe4-8~~y-or under 

a salary reduction agree•enty In_A-IAl-~ELlfBfD aNNUITY -CB 

U~E~BSfD-~QAef~AI!Oti-eBDk&Aft and e~~~~s-pe+d-+~-k+ftdT-s~eh 

as--Me+ft~eftaftee ~be--~a1u&--Df--aD¥-Da~DD-RLD~¥-tbe 

~olQXe~ ~e:tU:!=!6~:Uf:ltii:A=6SHf~· The employer shall 
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fix the value of any eem~e~,e~Ten--pe~e--Yn--k+"d bQu~og 

oLD~iu;a. Ibe--~Lm-Do~a-OD~-lo~uae_ao¥-QtbeL_amguo~a-QALd 

iD-tiou_DL-fLlooe-b~flt£-cot_~~uall¥-oalg__to--a__membeL. 

The earned compensation of a member wno had less than 3 

consecutive years of full-time service during the 5 ye~rs 

preceding his retirement is t~e compensation, pay. or sal~ry 

which he would have earned had his part-ti~e service been 

full-Ume service. The earned co11pensatlon of a me~tber· who 

is aw~rded a disability retirernent allowance prior to th~ 

completion of 3 full year is the compensation, pay., or 

salary ~hich he would have received had h~ completed the 

fu 11 year .__fl(tULIIi&L.Ailli-If!l!llLUlQ!:LI!6I..__AL.Jlff..ltjf1l __ lli 

iUg~~IIU~--~lialL-Bf~flXfQ-BI-IHf-aEI!BfB-l~-Ll~U-l]LlUf 

Al!au~-A~IUA~I-f6lQ-A~-l~-~I-IHf--A6QUNI--~f--WQUL2--~6~f 

U&~f1l-t1AU-liL~I!l!L.ElfU_lllf..£liLLIU1!. 

(9) "Employer• means the state of Montana• the 

trustees of ~district' or any other agency or subdivision 

of the state which eaploys a person who is designated a 

~ember of the retirement system. 

(10) hFul1-time service• means service which is 

full-time and whiCh eKtends over a normal academic ye~r of 

at le3st 9 months. With respect to those me•bers e~ployed by 

the office of the superintendent of public instruction, any 

other state agency or institution, or the office of a county 

supe~intendent, •full-time service• me3ns service ~hich is 

-4- HO 169 
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full-time and which totals at least q •onths In ar1y one 

year. 

(11) "Me~ber" means a person ~ho has an individual 

accou1t in the annuity savings fund. ~n active •ember is a 

per5on included under the provisions of 19-4-102. An 

i nac:ti ve 111embPr is a person included under the provisions of 

19-4-303. 

(12) "Part-ti•e service• Means service which is less 

~han full-time or which totals less than 9 months in any one 

year. Part-time service shall be credited in the proportion 

that tne actual time Morked bears to full-time service. 

(13) •Pension• m~ans the payments made to a beneficiary 

for life which are paid out of the cension accumulation 

fun~. 

(14) "Pension reserve• means the present value of all 

paym~nt5 to ~e made on account of a pension computed• with 

regular Interest, on the basis of the mortality tables 

18 ddopt=a by the retire•ent board. 

19 (15) "Prior service" means employment of the sa•e 

20 natur2 as service defined in subsection (20) of this sectio~ 

21 but n·ndered before September 1, 1937. 

22 (16) •Regular interest" means interest ~t 4~ per annu~ 

23 compou.1ded annually or at such other rate as may be set by 

24 the r~tlr~ment board in accordance with lq-4-501(2)• 

25 fl7J •Retirement ~llowance" means the annuity plus the 
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pension6 

(le) •Retirement b~ard" means the retirement system•s 

governing board provided for in 2-15-1010. 

(lq) ·~etirement system• means the teachers• retirement 

syste~ of the state of Montana provided for in 19-~-102. 

(20) •Service• means the performance of such 

instructional duties or related activities as would entitle 

thE person to active membership in the retirement system 

under the provisions of 19-4-302.n 

1~H-SEtiiQH& Section 2. Effective date. This act is 

effective July 1• 1qa3. 

-End-
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