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INTRODUCED BY

BY REQUEST OF TH EACHERS® RETIRGMENT DI
A BILL FOR AN ACT ENTITLED: “AN AC& CLARIFYING AND REVISING
THE DEFINITION OF EARNED COMPENSATION FOR THE TEACHERS®
RETIREMENT SYSTEM; AMENDING SECTION 19-4-101, MCA; AND

PROYIDING AN EFFECTIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 19-4-101s MCAy is amended to read:
"19-4-101e Definitionse. As used in this chaptery

unless the context clearly indicates otherwises -the

following definitions apply:s

{1} "Accumulated contributlons™ means the sum of ali}
the amounts deducted from the compensation of a member or
paid by & member and credited to his individual account in
the annulty savings fund, together with interest, Reqular
interest shall be computed and allowed to provide a benefit
at the time of retirement.

2y wactuarial equivalent®™ means a benefit of equal
value when computedy with regular interests on the basis of
the mortality tables adopted by the retirement boarde

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

for life which are derived from a member*s accumulated
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contributionse

{4) "Annuity reserve™ means the present valua of all
payments to be made on account of a member®'s annuity
computeds with reqular interesty on the basis of the
mortality tables adopted by the retirement boarde.

{5) (a) “Average final compensation® means the average
of the earned compensation of a member during the 3
consecutive vyears of full-time service which vyield the
highest average and on which contributions have been made as
required by 19~4-5602(1). If the earned compensation includes
any termination pay, the member shall select one of the
following options:

(i) use the <total termination pay in the calculation
of the averaqe final compensations The wmember and the
employer shall pay such contributions to the retirement
system as are determined by the board to adequately
compensate the system for the additional retirement penefita
The contributions wmust be made at the time the terminetion
pay is receiveda.

{it) use a yearly amount of termination pay added to
each of the 3 consecutive vyears' salary used in the
calculation of the average final compensatione 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 emplioyer from whom this type of

INTRODUCED BILL

f‘l {f‘ f{‘: ki

-2



W N

-] - -] w o+

0

10
1k
12
13
14
15
18
17
18
19
20
21
22
23
24

25

LC 0544/01

compensation was received to determine a yearly amounts The
member and the employer must pay the reqular contribution on
the termination pay; or

(iii) exclude the termination pay from the average
final compensatione. No contribution is required of e¢ither
the employer or member,

{b) For purposes of this subsectiony termination pay
includes any form of termination pay or any lump-sum payment
for deferrad compensations sick 1leaves or accumulated
vacation credity or any other payment for time not worked
other than compensation recelved while on sick leave or
authorized leave of absence.

(6) *"Beneficiary” means a person (n receipt of a
pensions annuitys retirement allowancey or other benefit
provided by the retirement system.

{T} ©"Creditable service® is that service defined by
19-4-401.

(8) ™Earned compensation™ means the full compensations
pays or salary actually paid to a member and reported to the
retirement system, including terequiar——-faras——-of
remunerationy-sueh~as amounts paid fes—special-duey-or under
a salary reduction agreementy and amoumts—paéd-in-kindy—sueh
as-maintenance the yalue of _any _housipg previded by the
eaplayer. The employer shall fix the valus of any

compensation-paid-in—kind hausiogg provided. Ihe__term _does
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oot _include _2ny. .othec. amounts paid _jo__kind or friage
bepefils ook actually _paid to. & _pemhers The  earned
compensation of & member who had less than 3 consecutive
years of full-time service during the 5 years preceding his
retirement is the compensationy pays or salary which he
would have earned had his part-time service been Ffull-time
services The earned compansation of a member who is awarded
a disabllity retirement allowance prior to the completion of
a full year is the compensations payy or salary which he
would have received had he completed the full yeare

{9) “Employer® means the state of Montanas the
irustees of a districte or any other agency or subdivision
of the state which employs o person who is designated a
member of the retirement systems

(10) "Full-time service" means service which is
full-time and which extends over a normal academic 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 institutions or the office of a county
superintendent, 'fu!l;tlme service® means service which is
full-time and which totals at least 9 months in .any one
years

(L1) ™Member™ means a person who has an individual
account in the annuity savings funde An active member is a

person inciuded under +the provisions of 19-4-302. AR
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inactive member is a person included under the provisions of
19-4-303.

{12) "Part-time service®™ means service whlich is less
than 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 worked bears to full-time service.

{13) "Pension® means the payments made to a beneficiary
for life which are paid out of the pension accumulation
fund.

{14) "Pension reserve®™ means the present value of all
payments to be made on account of a pension computeds with
regqular interests on the basis of the mortality tables
adopted by the retirement boarde

{15} "Prior service® means employment of the same
nature as service defined in subsection (20} of this section
but rendered before September 1, 1937.

{156) "Reqular interest® means interest at 4% per annum
compounded annually or at such other rate as may be set by
the retirement board in accordance with 19-4-501{2}.

{17) "Retirement allowance® means the annuity plus the
pensiones

(18) "Retirement board”® means the retirement system's
governing board provided for in 2-15-1010.

(19) "Retirement system” means the teachers' retlrement

system of the state of Montana provided for in 19-4-102.
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{20) "Service= means the per formance of such
instructional duties or related activities as would entitle
the person to active mwmembership in the retirement system
under the provisions of 19-4-302.%

NEW_SECIION: Section 2. Effective dates This act is
effective July 1y 1983,

~End=-
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Approved by Committee
on State Administration

HOUSE BILL NO. 169
INTRODUCED BY EUDAILYs DAILYs S5CHULTZy LORY

BY REQUEST OF THE TEACHERS* RETIREMENT DIVISION

A BILL FOR AN ACT ENTITLED: AN ACT CLARIFYING AND REVISING
THE DEFINITION OF EARNED COMPENSATION FOR THE TEACHERS®
RETIREMENT SYSTEM; AMENDING SECTION 19-4-101y MCA; AND

PROVIDING AN EFFECTIVE DATE.™

BF IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 19-4—10ly MCAs is amended to read:
"19-4-101. Definitions. As used in this chapters

unless the context clearly indicates othervises the

following definitions apply:

(1) mAccumulated contributions™ means the sum of al)
the amounts deducted from the compensation of a member or
paid by a member and credited to his individual account in
the annuity savings funds together with intereste. Regular
interest shall be computed and aliowed to provide a banaefit
at the time of retirement.

{2) T™Actuarial eguivalent™ means a8 benefit of equal
value when computed, with regular interesty on the basis of
the mortality tables adopted by the retirement board.

(3) *®Annuity™ means the payments made to a beneficiary

for life which are derived from a member?'s accumulated
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contributions.

{4) ¥"Annuity reserve® wmeans the present value of all
payments to be wmade on account of a member®s annuity
computed, with regular interesty on the basis of the
mortality tables adopted by the retirement board.

(5) (a) “Average final compensation” means the avarage
of the earned compensation of a member during the 3
consecutive years of full-time service which yield the
highest average and on which contributions have been made as
required Dy L9-4-602(1l)« If the earned compensation includes
any termination paye the member shall select one of the
following options:

{i} use the total termination pay in the calcuiation
of the average final compensation.a The mneaber and the
employer shall pay such contributions to the retirement
systam as are determined by ¢the board +teo adequately
compensate the system for the additional retirement benefit,
The <contributions must be made at the time the termipation
pay is received.

{ii) use a yearly awount of termination pay added to
each of the 3 consecutive years' salary used in the
calculation of the average final compensatione 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 whom this type of
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compensation was received to determine a yearly amount. The
aember and the employer must pay the regular contribution on
the termination payj or

(ili) exclude the termination pay from the average
final compensation. No contribution is required of either
the employer or meaber,

{b} For purposes of this subsections termination pay
includes any form of termination pay or any lump—sum payment
for deferred compensationy sick leaves or accumulated
vacation creditsy or any other payment for time not worked
other than compensation received while on sick leave or
auvthorized leave of absencea

{6} ®“Beneficiary™ means a person in receipt of a
pensiony annuityy, retirement allowancey or other benefit
provided by the retirement system.

(7) “Creditable service” is that  service defined by
19-4-401.

{(8) “Earned compensation™ means the full compensation,
paysy or salary actuailly paid to a member and reported to the
retirement system, tncluding +rreguiar———forms———of
remunerationy-such-as aasounts paid for-special-duty-ar under
a salary reduction agreementy and awmounts-peid-in-kindy-such
as-maintemnanee the volue of any  housiny _providad By _the
employer WP _JO. A MAXIMUM OF 5150 A MONTHe The employer shall
fix the wvalue of any eempensation-—pard—in-kind housing
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provided. Ihe term does not include any ether amounts. pajd
in__kiod__o¢ _fringe bepefits not actually paid to a mesbers
The earned compensation of a member who had less than 3
consecutive years of full-time service during the 5 years
preceding his retireaent is the compensations pays or salary
which he would have earned hat his part-time service been
full-time service. The earned compensation of a meamber who
is awarded a disability retirement allowance prior to the
completion of a fuli year Is the compensations pays or
salary which he would have received had he completed the
full years

{9 ™Emplioyer™ means the state of Hontanas the
trustees of a districts or any other agency or subdivision
of the state which employs a perSon who is designated a
member of the retirement systems

(10) "Full-time service” means service which is
full-time and which extends over a normal academic year of
at least 9 months. With respect to those members employed by
the office of the superintendent of public iInstructions any
other state agency or institutiony or the office of a county
superintendent, ®"full-time service™ means service which is
full-time and which totals at least 9 months in any one
yeara

{i11) "Member”™ means a person who has an individual

account in the annuity savings fund. An active member is a

~4- HB 169
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person included wunder the provisions of 19-4-302. An
inactive member is a person included under the provisions of
19~-4-303.

(12) "pPart~time service"™ means service which is less
than full-time or which totals less than ? months inm any one
yeare Part-time service shald be credited in the proportion
that the actual time worked bears to full-time service.

{13) "Pension” aeans the payments made to a beneficiary
for life which are paid out of the pension accumulation
funda

[14) "Pension reserve® means the present value of all
payments to be made on account of a pension computeds with
regular interesty on the basis of the mortality tables
adopted Dy the retirement board.

{15) *Prior service® means employment of the same
nature as service defined in subsection (20) of this section
but rendered before September ly 1937,

{16) "Regular interest® means interest at 4% per annum
compounded annually or at such other rate as may be set by
the retirement board in accordance with 19-4-501({2).

{17) “Retirement alYowance™ means the annuity plus the
pensione

(18) "Retirement board”® means the retirement system's
governing board provided for in 2-15-1010.

{19} "Retirement system® means the teachers! retirement

~5- HB 169
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system of the state of Montana provided for in 19-4-102.
{20) “Service" means the perfornance- of such
instructional duties or related activities as would entitle
the person ¢to active membership in the retirement system
under the provisions of 19-§-~302."
NEH_SELTIIQNs Section 2. Effective dates This act is
effective July 1, 1983,

—-End-
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March

SENATE STANDING COMMITTEE REPORT
(State Administration)

That House Bill No. 169 be amended as follows:

Page 3, line 22. »

Following: "agreement"

Insert: "to a tax sheltered annuity or deferred
compensation program,”

Page 3, line 24.
Strike: "UP TO A MAXIMUM OF $150 A MONTH"

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

12,

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"

1983
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HOUSE BILL NOe 169
INTRODUCED BY EUDAILYs DAILYs SCHULTZy LORY

3Y REQUEST OF THE TEACHERS® RETIREMENT DIVISION

A BILL FOR AN ACT ENTITLED: ™aAN ACT CLARIFYING AND REVISING
THE OEFINITION OF FARNED COMPENSATION FOR ~ THE TEACHERS®
RETIREMENT SYSTEM; AMENDING SECTION 19-4-10Ys MCA; AND

PRUVIDING AN EFFECTEIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 19-4-i0ls MCAy is amended to read:
*19-4~1Cle DOefinitions. As wused in this chaptery

unless the context clearly indicates otherwises the

following definitions apply:

{1} ™Accumulated contributions™ means the sum of all
the amounts deducted From the compensation of a mewmber or
paid by a member and c¢redited to his individual account in
the annuity savings fund, together with intereste Regular
interast shall be computed and allowed to provide a benefit
at thz time of retirement.

{2} M™Actuarial equivalent™ means a benefit of equal
valuz when computeds with reqular interests on the basis of
thz mortality tables adopted by the retirement boarde

{3) wAnNUity™ means the payments made to a8 beneficiary

for life which are derived from a member’s accumulated
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contributionsa

(4} ™Annuity reserve® means the present value of all
payments to be made on account of a membar’s annuity
computady with regular interesty on the basis of the
mortality tables adopted by the retirement board.

{5) (a} ™Average final compensation® means the average
of the earned compensation of a wmember during the 3
consecutive years aof 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 paye the member shall select 'one of the
following options:

(i) wuse the total termination pay in the calculation
of the average final compensations The g@ember and the
employer shall pay such contributions to the retirement
system oas are determined by the board to adequately
compensate the systam for the additional retirement benefite
The contributions must be made at the time the termination
pay is receiveds

(it} use a yearly amount of termination pay added to
each of the 3 consecutive years' salary used in the
calcutation of the average final compensations. The amount of
such compensation used in the calculation of average final
compensation must be divided bty the total number of years of

creditable service with the employer from whom this type of

2= HB 1569
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compensation was received to determine a yearly amounts The
meaber and the employer must pay the regular contribution on
the termination payj or

{ili) exclude the termination pay from the average
final compensation. No contribution is required of elther
the enployer or membera

(b} For purposes of this subsectiony termination pay
includes any form of termination pay or any lump-sum payment
for deferred compensationy sick leaver or accumulated
vacation credits or any other payment for time not worked
othey than compensation received while on sick leave or
authorized leave of absence.

(%) "Beneficiary™ means a person in receipt of a
pensiany annuitys retirement allowancey or other benefit
providad by the retirement system.

(7 "Ereditable service" is that service defined by
19+4~401.

"(8) ™Earned compensation” means the full compensations
pays or salary actually paid to a member and reported to the
retirement systemy including +rrqgﬁ¥ar--—fcrms---ef
renmunceraotiony-swech-as anounts paid for-speciod-duty-er under
a salary reduction agreementy 10 A _TAX SHELTERED ANNULTY . OR
REEERRED_COMPENSATION PROGRAM and emountes-paid-+n—-kindv-soeh
as--meitntenance 1ihe value _of _aoy. bousing nravided by the
eoployer ME-FR-A-MANIMUM-BF-$359-A-MENEH. The employer shall
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fix the value of any compemsatvron—--paird-—¢n—-kitnd hLousiog

proyidzde Xhe._term dogs nel_include agy gther awounts_paid

-in_kiond_or frioge bepefits_not_aciuzlly goid .to..a _pembels

The earned compensation of a8 memher who had less than 3
consecutive years of full-time service during the S5 years
preceding his retirement is the compensationsy pays or salary
which he would have earned had his part-time service been
full-time service. The earned compensation of a member who
is awarded a2 disabillty retirement allowance prior to the
completion of 3 full year is the compensations pays or
salary which he would have received had he completed the
full yeara EXCEPY THAT ANY TERMINAYIQN PAY. _AS__DEFINED _IN
SUBSELIION. _(S5)14B)s RECEIVED BY THE MEMBER_IS.LIMIIED 1Q_THE
AMOUNT _ACTUALLY PAIQ _ANO IS _NOT THE. AMOUNI_ _HE__WOULD _HAVE
EARNED_HAD_HE COMPLETED THE _FULL_YEAR.

{9) *“Employasr™ means the state of Montanas the
trustees of a districty or any other agency or subdivision
of the state which employs a person who is designated a
member of the retirement system.

{LQ) "Fuli-time service™ means service which is
full-time and which extends over 3 normal academic year of
at least 9 monthse With respect to those members employed by
the office of the superintendent of public instructions any
other state agency or institutions or the office of a county

superintendent, "full-time service® means service which is

4= HB 1&9
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full-time and which totals at least 9 wmonths in any one
yearas

(11) "Member" means a person who bhas an individual
accoult in the annuity savings funds Ap active member s a
persan included wunder the provisions of 19-4-302. An
inactive member is a person included under the provisions of
19-4-303.

{12) "Part-time service" means service which is Jless
than 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 worked bears to full-time service.

{13) "Pension™ means the payments made to a beneficiary
for life which are paid out of the cension accumulation
funre

{14) ™Pension reserve® means the present value of all
payments to be made on account of a pension computeds with
regular interesty on the basis of ‘the mortatity tables
adopt=a by the retirement board.

{15) *Prior service® means employment of the same
naturzs as service defined in subsection (20} of this section
but rendered before September 1y 1937.

{186) "Raqular interest® means interest at 4% per annuw
compounded annually or at such other rate as may be set by
the ratirement bouard in accordance with 19-4-501(2).

(L7} “Retirement a)lowance™ means the annuity plus the

—5- HB 169

-

[~ T B T )

10

11

HB 0169/03

pensiona

(12) "Retirement boavd™ means the retirement system's
governing board provided for in 2-15-1010.

{19) “"Retirement system™ means the teachers® retirement
system of the state of Montana provided for in 19-4~-102.

{20) "Service"™ means the performance of such
instructional duties or related activities as would entitle
the person to active membérsnip in the retirement system
under the provisions of 19-4-302."

4EH. SECTIONs Section 2. Effective date. This act is
effective July 1s 1983.

~End-~
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