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Sm_;& BILL RO. _Q_'i_'_)_

INTRODUCED BYc:aéa***ﬁ

BY REQUEST OF THE PUBLIC EMPLOYEES' RETIREMENT BOARD

A BILL FOR AN ACT ENTITLED: "AN ACT REQUIRING A PUBLIC
EMPLOYER TO PICK UP A MEMBER'S CONTRIBUTIONS UNDER THE
PUBLIC EMPLOYEES', TEACHERS', HIGHWAY PATROLMEN'S,
SHERIFFS', STATE GAME WARDENS', MUNICIPAL POLICE OFFICERS',
AND FIREFIGHTERS' UNIFIED RETIREMENT SYSTEMS; REQUIRING THE
EMPLOYER TO DEDUCT FROM THE MEMBER'S COMPENSATION AN AMOUNT
EQUAL TO THE AMOUNT OF THE MEMBER'S CONTRIBUTIONS PICKED UP
BY THE EMPLOYER; REQUIRING A MEMBER TC PAY STATE AND LOCAL
TAXES ON A REFUND OF HIS CONTRIBUTIONS; AMENDING SECTIONS
15-30-111, 15-30-136, 19-3-105, 19-3-701, 19-4-101,
19-4-208, 19-4-602, 19-4-706, 19-4-707, 19-6-402, 15-6-70S,
19-7-403, 19-7-705, 19-8-502, 19-8-805, 19-9-601, 19-5-1005,
19-13-601, AND 19-13-1003, MCA; AND PROVIDING AN EFFECTIVE

DATE."

BE IT ENACTED BY THE LEGISLATURE OF TBE STATE QF MONTANA:
Section 1. Section 15-30-111, MCA, is amended to read:
"15-30-111. Adjusted gross income, (1) Adjusted gross

income shall be the taxpayer's federal income tax adjusted

gross income as defined in section 62 of the 1Interpal

Revenue Code of 1954 or as that section may be labeled or
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amended and in addition shall include the following:

{(a) interest received on obligations of another state
or territory or county, municipality, district, or other
political subdivision thereof;

{b) refunds received of federal income tax, to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability.

{2) Notwithstanding the provisions of the federal
Internal Revenue Code of 1954 as labeled or amended,
adjusted gross income does not include the Following which
are exempt from taxation under this chapter:

{a) all interest income from cbligations ¢f the United
States government, the state of Montana, county,
municipality, district, or other political subdivision
thereof;

{b) interest income earned by a taxpayer age 65 or
clder in a taxable year up to and including $800 for a
taxpayer filing a separate return and $1,600 for each joint
return;

{c) all benefits received under the Federal Employees’
Retirement Act not in excess of $3,600;

{d) all benefits, not in excess of $360, received as
an annuity, pension, or endowment under any private or
corporate retirement plan or system;

(e} all benefits paid under the teachers' retirement

INTRODUCED BILL
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law which are specified as exempt from taxation by 19-4-786;

(£} all benefits paid under The Public Employees’®
Retirement System Act which are specified as exempt from
taxation by 19-3-105;

(g) all benefits paid under the highway patrol
retirement law which are specified as exempt from taxation
by 19-6-705;

{h} all Montana income tax refunds ar credits therect;

{i} all benefits paid under 19-11-602, 19~il1-604, and
19-11-605 to retired and disabled Ffirefighters, their
surviving speouses and orphans;

{3) all benefits paid by-first--or-secend-ctass-cities

for under the peliecements municipal police officers’

retirement system pravided-for-by-Fitie-i9;-chapter--3 that

are specified as exempt From taxation by 15-9-1005;

(k) gain required to be recognized by a liquidating
corporation under 15-31-113{l)(a)tii});

(1) all tips covered by section 3402{k} af the
Internal Revenue Code of 1954, as amended and applicable on
January 1, 1983, received hy persons for services rendered
by them to patrons of premises licensed to provide feood,
beverage, or ladging.

¢3} In the case of a shareholder of a corporation with
respect to which the election provided for under subchapter

3. of the Internal Revepgue Code af 1954, as amended, is in
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effect but with respect to which the election praovided for
under 15-31-262, as amended, is not in effect, adjusted
gross income does not include any part cof the corporation's
undistributed taxable income, net operating loss, capital
gains or other gains, profits, or losses required to be
included in the shareholder's federal income tax adjusted
gross income by reascn of the said election under subchapter
5. However, the shareholder's adjusted graoass income shall
include actunal distcibutions Ffrom the corporation to the
extent they wauld be treated as taxable Jividends if the
subchapter &. election were naot in effect,

t4) A shareholder of a DISC that is exempt from the
corperation license tax under 15~31-102¢X) (1} shall include
in his adjusted gross income the earnings and profits af the
DISC in the same manner as provided by fedaral law (section
995, Imternal Revenue Code) for all perieds for which the
DISC election is effective.

{5) A taxpayer wha., in determining federal adjusted
gross income, has reduced his business deductions by an
amount for wages and salaries for which a federal tax credit
was elected under section 44B of the Internal Revenue Code
of 1954 or as that section may be labeled or amended is
allowed to deduct the amount of such wages and salaries paid
regardless of the credit taken. The deduction must be made

in tke year the wages and salaries were used tg compute the
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credit, In the case of a partnership or small business
corpoeration, the deduction must be made to determine the
amcunt of income or loss of the partnership or small
business corporation.”

Section 2. Section 15-30-136, MCA, is amended to read:

"15-30-136, Computation of income of estates or trusts
-- exemption. (1) Except as otherwise provided in this
chapter, "gross income" of estates or trusts means all
income from whatever source derived in the taxable vyear,
inciuding but not limited to the following items:

{a) dividends;

{b) interest received or accrued, including interest
received on obligations of another state or territory or a
county, municipality, district, or other political
subdivision thereof, but excluding interest income £from
obligations of:

(i) the United States government or the state of
Montana;

{ii) a schoel district; or

{iii) a county, municipality, district, or other
political subdivision of the state;

{c) income from partnerships and other fiduciaries;

(d) gross rents and royalties:

(e) gain from sale or exchange of property, including

those gains that are excluded from gross income for federal
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fiduciary income tax purposes by section 641{c) of the
Internal Revenue Code of 1954, as amended;

(f) gross profit from trade or business; and

(g) refunds recovered on federal income tax, to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability.

{2} In computing net income, there are allowed as
deductions:

(a) interest expenses deductible for federal tax
purposes according to section 163 of the Internal Revenue
code of 1954, as amended;

(b) taxes paid or accrued within the taxable year,
including but not limited to federal income tax, but
excluding Montana income tax;

(c) that fiduciary's portion of depreciation or
depletion which is deductible for federal tax purposes
according to sections 167, 611, and 642 of the Internal
Revenue Code of 1954, as amended;

(d) charitable contributions that are deductible for
federal tax purposes according to section 642(c) of the
Internal Revenue Code of 1954, as amended;

(e} administrative expenses claimed for federal lncome
tax purposes, according to sections 212 and 642(g) of the
Internal Revenue Code of 1%$54, as amended, if such expenses

were not claimed as a deduction in the determination of

e
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Montana inheritance tax;

{f) losses from fire, storm, shipwreck, or other
casualty or from theft, to the extent not compensated for by
insurance or otherwise, that are deductible for federal tax
purposes according to section 165 of the Internal Revenue
Ccode of 1954, as amended;

(g) net operating loss deductions allowed for federal
income tax under section 642({d) of the Internal Revenue Code
of 1354, as amended, except estates may not claim losses
that are deductible on the decedent's final return;

(h} all benefits received as federal employees'
retirement not in excess of $3,600;

(i) all benefits paid under the Montana teachers'
retirement system that are specified as exempt from taxation
by 19-4-706;

{j) all benefits paid under the Montana Publie
Employees' Retirement System act that are specified as
exempt from taxation by 19-3-105:

(k} all benefits paid under the Montana highway
patrolmen's retirement system that are specified as exempt
from taxation by 13-6-705;

(1) Montana income tax refunds or credits thereof;

(m) all benefits paid under 19-11-602, 19-11-60804, and
19-11-60% to retired and disabled firemen or their surviving

gpouses or children;
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{(n) all benefits paid by-first--or-second-citass—cities
fer under the Montana municipal police officers' retirement
system provided-for-by-the-metropoittan-poiice-taw that are

specified as exempt from taxation by 19-3-1005;

fo) all benefits not in excess of $360 received as an
annuity, pension, or endowment under private or corporate
retirement plans or systems.

{3) 1In the case of a shareholder of a corporation with
respect to which the election provided for under subchapter
5. of the Internal Revenue Code of 1954, as amended, 1is in
effect but with respect to which the electicon provided for
under 15-31-202 is ﬂot in effect, net income does not
include any part of the corporation's undistributed taxable
income, net operating loss, capital gains or other gains,
profits, or losses required to be included in the
shareholder's federal income tax net income by reason of the
election under subchapter S. Howewver, the shareholder's net
income shall include actual distribution from the
corporation to the extent it would be treated &s taxable
dividends if the subchapter 5. election were not in effect.

(4) The following additional deductions shall be
alleowed in deriving taxable income of estates and trusts:

(a) any amount cof income for the taxable year
currently required to be distributed to beneficiaries for

such year;

-8-
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{b) any other amounts properly paid or credited or
required to be distributed for the taxable year;

fe) the amount of 60% of the excess of the net
long-term capital gain over the net short-term capital loss
for the taxable year.

(5) The exemption allowed for estates and trusts is
that exemption provided in 15-30-112(2)(a) and
15-30-112¢{8)}."

Section 3. Section 19-3-10%, MCA, is amended to read:

"19-3-105. Exemption from taxes and legal process. The
right of a person to a retirement allowance or any other
benefit under this chapter and the moneys in the fund
created under this chapter shatt is not be:

(1) subject to execution, garnishment, attachment,
state-or-munterpat-taxesy or any other process;

{2) subject to state, county, or municipal taxes

except for a refund paid under 19-3-703 of a member's

contributions picked up by an employer after June 30, 1985,

as provided in 19-3-701; or

{3) whatsocever--and--shati--be-unassignabte assignable
except as in this chapter specifically provided."”

Section 4. Section 19-3-70l, MCA, is amended to read:

"19-3-701. Member's contribution to be deducted,
(1) The normal contribution of each member shati--be--equal

te is 6% o©of his compensation. FThe-chief-administrative
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efficer-cf-each-empioyer-shati-deduct-the-contzibution-—-£from
the--compensation——ef-each-member-and-remit-the-totat-ef-the
coneributiens-to-the-boards Payment of salaries of wages
less the contribution shall be full and complete discharge
and acquittance of all claims and demands whatscever for the
service rendered by members during the period covered by the
payment, except their claims to the benefits to which they
may be entitled under the provisions of this chapter.

{2) Each employer, pursuant to section 414(h)(2) of

the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be payable by the member under

subsection (1) for service rendered after June 30, 1985.

(3) The member's contributions picked up by the

employer must be designated for all purposes of the

retirement system as the member's contributions, except for

the determination of a tax upon a distribution from the

retirement system. These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previously accumulated.

{4) The member's contributions picked up by the

employer must be payable from the same scurce as is used to

pay compensation to the member and must be included in the

member's wages as defined in 19-1-102 and his compensation

as defined in 19-3-104., The employer shall deduct from the

_10_
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member's compensation an amount equal to the amount of the

member's contributions picked up by the employer and remit

the total of the contributions to the board."

Section 5. Section 19-4-208, MCA, is amended to read:

"19-4-208. Duties of employer. Each employer shall:

(1) deduct pick up the contribution of each member
employed by him at the rate prescribed by 19-4-602 frem-each
satary--payment--£far--each--payrecii--peried and transmit the
contribution each month to the secretary of the retirement
board;

{2) pay to the secretary of the +etirement board the
employer's contribution prescribed by 19-4-605, at the time
that the employee contributions are transmitted to the
secretary;

(3) keep records and, as required by the retirement
board, furnish information to the board that is required in
the discharge of the hoard's duties;

{4) upon the employment of a person whe is required to
become a member of the tretirement system, inform him of his
rights and obligations tfelating to the retirement system;

{5) at the request of the retirement board, certify
the names of all persons who are eligible for membership or
who are members of the retirement system; and

t6} notify the retirement board of the employment of a

person eligible for membership and forward his membership

-1t~

o

woooo N

10
11
12
i3
14
15
16
17
18
19
20
21
22
23
24
25

LC 0846/01

application to the board."

Section 6. Section 19-4-101, MCA, is amended tqg read:

"19-4-101. Definitiens. As used in this chapter.,
unless the context clearly indicaces otherwise, the
following definitions apply:

{l} "aAccumulated contributions" means the sum of all
the amounts deducted from the compensation of a member or
paid by a member and credited to his individual account in
the annuity savings fund, together with interest. Regular
interest shall be computed and allowed to provide a benefit
at the time of retirement.

t2} “Actuarial equivalent™ means a benefit of egual
value when computed, with regular interest, 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
cantributions.

{4) “Annuity reserve" means the present value of all
payments ta be made on account of a member's annuity
computed, with reguiar interest, 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 2 member during the 3
consecutive vyears of full-time service which vield the

highest average and on which contributions have been made as

~32-
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required by 19-4-602+¢%). If the earned compensation includes
any termination pay, the member shall select one of the
following cptions:

(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 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 whom this type of
compensarion was received to determine a yearly amount, The
member and the employer must pay the regular contribution on
the termination pay; or

(iii) exclude the termination pay from the average
final compensation. No contribution is required of either
the employer or member.

(b) For purposes of this subsection, termination pay
includes any form of termination pay or any lump-sum payment

for deferred compensation, sick leave, or accumulated
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vacation credit, or any other payment for time naot worked
other than compensation received while on sick leave or
authorized leave of absence.

(6) “Beneficiary" means a person in receipt of a
pension, annuity, :etirement. allowance, 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,
pay. or salary actually paid to a member and reported to the
retirement system, including amounts paid under a salary
reduction agreement to a tax sheltered annuity or deferred
compensation pregram and the value of any housing provided
by the employer. The employer shall fix the wvalue of any
housing provided. The term does not include any other
amounts paid in kind or fringe benefits not actually paid to
a member. The earned compensation of a member who had less
than 3 consecutive years of full-time service during the 5
years preceding his retirement is the compensation, pay, or
salary which he would have earned had his part-time service
been full-time service. The earned compensation of a member
who 1s awarded a disability retirement allowance prior to
the completion of a full year is the compensation, pay, or
salary which he would have received had he completed the

£ull year, except that any termination pay, as defined in

-14=-
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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.

{9} "Employer"” means the state of Montana, the
trustees of a district, or any other agency or subdivision
of the state which employs a perscn who is designated a
member of the retirement system.

(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 institution, 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
year.

(11} "Member" means a person who has an individual
account in the annuity savings fund. An active member is a
person included under the provisions of 19-4-302. An
inactive member is a person included under the provisicns of
19-4-303.

{12) "Part-time service" means service which 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 the actual time worked bears to full-time service,

(13) "Pension" means the payments made to a beneficiary

-15=
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for life which are paid out of the pension accumulation
fund.

{(14) "Pension reserve” means ths present value of all
payments to be made on account of a pension computed, with
regular interest, on the basis of the mertality tables
adopted by the retirement board.

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

{16) "Regular interest” means interest at 4% per anaun
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
pension.

{18) "Retirement board" 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 membership in the retirement system
under the provisions of 19-4-302."

Section 7. Section 19-4-602, MCA, is amended to read:

"19-4-602. Annuity savings fund =— member’'s

contribution. The annuity savings fund is a fund in which

—16-
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subsection (1) for service rendered after June 30, 19BS.

{3) The member's contributions picked up by the

empleyer must be designated for all purposes of the

retirement system as the member’'s contributions, except for

the determination of a tax upon a distribution from the

retirement system, These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previously accumulated.

(4) The member's contributions picked up by the

employer must be payable from the same scurce as is used to

pay compensation to the member and must be included in the

member's wages as defined in 19-1-1082 and his compensation

as uysed to define his final salary in 19-6-101, The

employer shall deduct from the member's compensation an

amount equal tg the amount of the member's contributions

picked up by the employer and remit the total of the

contributions to the board.®

Section 11. Section 19-6-705, MCA, is amended to read;

"19-6-705. Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these shaii-be is:

(1) exempt from any state, county, or municipal tax

and except for a refund paid under 19-6-403 of a member's

contributions picked up by an employer after June 30, 1985,
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as provided in 19-6-402;

{2) exempt from 1levy, sale, garnishment, attachment,
or any other pracess; whatseever and

{3] shaii--be unassignable except as apecifically
provided in 19-6-706."

Section 12. Section 19-7-403, MCA, is amended to read:

"19-7-403. Members' contributions deducted. (1) Every
member shall be required to contribute into the account 7%
of his monthly salary, which shall be dedocted--frem-—-his
saiary-and deposited to his credit in the account.

{2} Each employer, pursuant to section 414(h)(2) of

the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be payable by the member wunder

subsection (1) for service rendered after -June 30, 1985,

{3) The member's contributions picked up by the

employer must be designated for all purposes of the

retirement system as the member's contributions, except for

the determination of a tax upon a distribution from the

retirement system. These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previously accumulated.

{4) The member's contributions picked up by the

employer must be payable from the same source as is used to

pay compensation to the member and must be included in the

-22-
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member's wages as defined in 19-1-102 and his salary as used

to define his final salary in 19-7-101. The employer shall

deduct from the member's compensation an amount egual to the

amount of the member's contributions picked up by the

employer and remit the total of the contributicns to the

board."

Section 13, Section 19-7-705, MCA, is amended to read:

*i9-7-705. Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the cight of any of
these shati-be 1s:

{1} exempt from any state, county, or municipal tax

ard except for a refund paid under 13-7-304¢1} of a _member’s

centributions picked up by an emplover afrer Jurne 30, 19835,

as provided in 19-7-403;

(2} exempt from levy, sale, garnishment, attachment,
or any cother process; whatssever and

{3) shati-—-be unassignable except as specifically
provided in 19-7-706."

Section 14. Section 19-8-502, MCA, is amended to read:

"19-8-502. Member's contribution. (1} Every member is
required to contribute into the account a sum egual te 7% of
his monthly salary, which sum shall be dedusted--frem——is
satary-and deposited to his credit in the account.

{2) Each employer, pursuant tao secticn 4l4th)}(2) of
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the federal Internal Revenue Code of 1354, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be payable 5y the member under

subsection (1) for service rendered afrev June 30, 1985.

(3} The member's contributicns picked up by the

employer must be designated for all purposes of the

retirement svetem as the member's contr-ibutrons, except for

the determination of a tax upon _a ciatribution from the

retirement system, These contributions must become part of

the nember's accumnlais” saontrihybions bSor muase

for separately from thois previously acvumulated.

{(4) The member s contributions picvked up by  the

employer must be pavable from the came source g 1s usad o

pay compensation to the member and must be inciuded ia  the

member’'s wages ag defined in 19-1-102 and his compensation

as used to define his fingl salary in 19-38-101. The employer

shall deduct from the member s compensation an amount equal

to

_amount of the member’'s concributicns picked up by the

employer and_remit the total of the centributions to the

board."
Section 15. Section 19-8-805, MCA, is amended to read:
"19-8-805. Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of

these shali-be is:

-24~
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{1} exempt from any state, county, or municipal tax

and except for a refund paid under 19-8-503 of the member's

contributions picked up by an emplover after June 30, 1985,

as provided in 19-8-502;

2 exempt from levy, sale, garnishment, attachment,
or any other process; whatsoever and
{3) s=haii--be unassignable except as specifically
provided in 19-8-806."
Section 16. Section 19-9-601, MCA, is amended to read:
"13-9-601. Member contributions. (1) Phe-treasurer-or
ather--appropriate--officiat--of-—each-empioyer-shati-retain

frem-ehe-mencthly-compensation The normal contribution of

each active member a--sum--equai--te is 6% of his monthly
compensation or, in the case of a member first employed by
an employer as a police officer after June 30, 1979, 7 1/2%
of his mcnthly compensatien, excluding overtime, holiday
payments, shift differential payments, compensation time
payments, and payments in lieu of sick leave and annual
leave, for his services as a police officer. The-monthiy
deduction-from-the-sataries-of-potice-officera-ahati-be-paid
te--the--adminzstrater-—-for--the--pufpese--of-—-paying---the
retirement-atiowances-cf-retired-potice-officerss

{2) Each employer, pursuant to section 414(h)(2) of

the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

-25-
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contributions which would be payable by the member under

subsection (1) for service rendered after June 30, 1985.

(3) The member's contributions picked up by the

employer must be designated for all purposes of the

retirement system as the member's contributions, except for

the determination of a tax upon a distribution from the

retirement system. These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previously accumulated.

{4) The member's contributions picked up by the

employer must be payable from the same source as is used to

pay compensation to the member and must be included in the

member's wages as defined in 19-1-102 and his monthly

compensation as defined in 19-9-104. The employer shall

deduct from the member's compensation an amount equal to the

amount of the member's contributions picked up by the

employer and remit the total of the contributions to the

board."

Section 17. Section 19-9-1005, MCA, is amended to
read:

*19-9-1005. Exemption from taxes. Any money reeeived
as--a--retirement--atlewance paid in accordance with the
provisions of this chapter is exempt from any state, county,

or municipal tax except a refund paid under 19-9-304 of a

member's contributions picked up by an employer after June
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"30, 1985, as provided in 19-9-601."

Section 18. Section 19-13-601, MCA, is amended to
read:

"19-13-601. Member contributions. (1) Each employer
shall retain from the monthly compensation of each active
member a-sum-equai-te-Fi-of-his-monthiy-compensation-for-his
Services——as--a--firefiqhrer-and-shati-report and remit on a
monthly bagiss

ta}-—6%-af-the-monthiy-compensatron-of-ecach--member--tg
the~administrator-for-depasic—in-the-fend--and

¢by 1% of the monthly compensation of each member to
the Montana state firemen's association for the payment of
premiums on a group Llife and accidental death and
dismemberment insurance policy for members and to defray
expenses incurred by the association when representing
members of the plan.

{2) The normal conktribution of each active member is

6% of nhis monthly compensation.

t2¥(3) If a member receives compensation under the
provisions of the Workers' Compensation Act, Title 39,
chapter 71, the amount received must be included as part of
his monthly compensation for purposes of determining
contributions and’  service credits under the retirement
system. Contributions made under this section, 19-13-604,

and 19-13-6065 must be based on the total compensaticn
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received by the member from his employer and from the
workers' compensation division during the period of
disability.

{4) Each employer, pursuant to section 414(h}{(2) of

the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be payable by the member under

subsection (2) for service rendered after June 30, 1985.

(5) The member's contributions picked up by the

employer must be designated for all purposes of the

retirement system as the member's centributions, except for

the determination of a tax upon a distribution from the

retirement system. These contributions must become part of

the member’s accoumylated contributions but must be accounted

Eor separately from those previously accumulated,

(6} The member's contributions picked up by the

empioyer must be payable from the same scurce as is used to

pay compensation to the member and must be included in the

mepber's monthly compensation as defined in 19-13-104, The

employer shall deduct from the member's compensation an

amount equal to the amount of the member's contributions

picked up by the employer and remit the total of the

contributions €6 the board.”™

Section 19. Section 19-13-1003, MCA, is amended to

read:

-28~
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“19-13-1003. Exemption from taxes. Any money feceived
as-a--retirement--atiowance paid in accordance with the
provisions of this chapter is exempt from any state, county,

or municipal tax except refunds paid under 19-13-602 of a

member's contributions picked up by an employer after June

30, 1985, as provided in 19-13-601."

NEW SECTION. Section 20. Extension of authority. Any
existing autherity of the public employees' retirement board
or the teachers' retirement board to make rules on the
subject of the provisions of this act is extended to the
previsions of this act.

NEW SECTION. Section 21. Nonseverability. It is the
intent of the legislature that each part of this act is
essentially dependent upon every other part and if one part
is held unconstitutional or invalid, all other parts are
invalid.

NEW SECTION. Section 22. Effective date. This act is
effective July 1, 198S.

-End-
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STATE OF MONTANA
REQUEST NO. FNN 247-85

FISCAL NOTE
Form BD-15

In compliance with a written request received January 28, - 19 85 , there is hereby submitted a
Fiscal Note for S.B. 247 pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
Background information used in developing this Fiscal Note is avallable from the Office of Budget and Program
Planning, to members of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

An act requiring a public employer to pick up a member's contributions under the public employees', teachers',
highway patrolmen's, sheriffs', state game wardens', municipal police officers', and firefighters' unified
retirement systems; requiring the employer to deduct from the member's compensation an amount equal to the
amount c¢f the member's contributions picked up by the employer; requiring a member to pay state and local
taxes on a refund of his contributions; and providing an effective date.

ASSUMPTIONS :

1 Individual income tax revenue is $196,157,813 in FY 1986 and $209,890,625 in FY 1987 under current law (OBPP).
2. Total public employee retirement contr1but10ns are $53,349,329 in FY 1986 and $56,172,008 in FY 1987.

3. Total refunds from PERS are $15,258,782 in FY 1986 and $17,684,927 in FY 1987.

4 The average effective individual income tax rate remains constant at the 1983 level of 5.39%.

Do 4 Yoo

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: \/,41\1 3/ v el
FNA4:U/1 - - S[)’:L(/Y




Request No. FNN 247-85
Form BD-15 page 2

FISCAL IMPACT:

FY 86 FY 87
Under Under Under )
Current Law Proposed Law Difference Current Law Proposed Law Difference
EFFECT ON REVENUE
Individoual Income Tax $196,157,813 $194,104,733 (52,053,080}  $209,890,625 $207,816,171 (52,074,454)
Totals $196,157,813 $194,104,733  ($2,053,080) $209,890,625 $207,816,171 ($2,074,454)

The loss of revenue to the general fund
alter that estimate.

FUND INFORMATION:

General Fund $125,541,000
Earmarked Special Revenue )
Fund (Foundation Program) § 49,039,453
Capital Project Fund § 21,577,360

LONG-RANGE EFFECTS:

“has been assumed in the OBPP revenue estimates.

$124,227,029  ($1,313,971)  $134,330,000

48,526,183  ($ 513,270) § 52,472,656
$ 21,351,521 ($ 225,839) § 23,087,969

Passage of S

§133,002,349

§ 51,954,043

§ 22,859,779

.B. 247 would not

(§1,327,651)

(¢ 518,613)
($ 228,190)

The estimated revenue losses would continue into future years as the proposed legislation provides for taxing
refunds withdrawn from PERS rather than taxing contributions to PERS.

AFFECT ON COUNTY AND OTHER LOCAL REVENUE OR EXPENDITURES:

There is no effect on local government or school revenues. - Because the bill applies to city, county and
school district retirements, those employees would also receive an effective increase in take home pay.
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APPROVED BY COMMITTEE
ON STATE ADMINISTRATION

SENATE BILL RO, 247
INTRODUCED BY DANIELS

BY REQUEST OF THE PUBELIC EMPLOYEES' RETIREMENT BOARD

A BILL FOR AN ACT ENTITLED: “AN ACT REQUIRING A PUBLIC
EMPLOYER TO PICK UP A MEMBER'S CONTRIBUTIONS UNDER THE
PUBLIC EMPLOYEES', TEACHERS' , HIGHWAY PATROLMEN'S,
SHERIFFS', STATE GAME WARDENS', AND MUNICIPAL PBQLICE
CFFICERS'y ANB--FIREFIGHPERS'--UNIPIEPD RETIREMENT SYSTEMS;
REQUIRING THE EMPLOYER TO DEDUCT FROM THE MEMBER'S
COMPENSATION AN AMOUNT EQUAL TO THE AMOUNT OF THBE MEMBER'S
CONTRIBUTIONS PICKED UP BY THE EMPLOYER; REQUIRING A MEMBER
TO PAY STATE AND LOCAL TAXES ON A REFUND or HIS
CONTRIBUTIONS; AMENDING SECTIONS 15-30-111, 15-30-136,
19-3-105, 19-3-701, 19-4-101, 19-4-208, 19-4-602, 19-4-706,
19-4-707, 19-6-402, 19-6-705, 19-7-403, 19-7-705, 19-8-502,
19-8-805, 19-9-601, AND 19-9-1005, 19-13-6017v-—--ANB

+3-33-36837 MCA; AND PROVIDING AN EFFECTIVE DATE,"

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-111, MCA, is amended to read:
"15-30~111. Adjusted gross income. (1} Adjusted gross

income shall be the taxpayer's federal income tax adjusted

gross inceme as defined in section 62 of che Internal

Revenue Code of 1954 or as that section may be labeled or
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amended and in addition shall include the following:

(a) interest received on cobligations of another state
or territory or county, municipality, district, or other
political subdivision thereof;

(b} refunds received of federal income rax, to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability.

{2) Notwithstanding the provisions of the federal
Internal Revenue Code of 1954 as labeled or amended,
adjusted gross income does not include the following which
are exempt from taxation under this chapter:

{a) all interest income from obligations of the United

States government, the state of Montana, county,
municipality, district, or other peglitical subdivision
thereof;

{b) -interest income earned by a taxpayer age 65 or
older in a taxable vyear up to and including $800 for a
taxpayer filing a separate return and $1,600 for each joint
return;

{c) all benefits received under the Federal Emplovyees'
Retirement Act not in excess of $3,600:

(d) all benefits, not in excess of $360, received as
an annuity, pension, or endowment under any private or
corporate retirement plan or system;

(e} all benefits paid under the teachers' retirement

SECOND READING

-2- SB 247
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law which are specified as exempt from taxation by 19-4-706;

{f) all benefits paid under The Public Employees'
Retirement System Act which are specified as exempt from
taxation by 19-3-105; '

(g} all benefits paid under the highway patrol
retirement 1law which are specified as exempt Erom taxation
by 19-6~705;

{h) all Montana income tax refunds or credits thereof:

(i) all benefits paid under 19-11-602, 19-11-604, and
19-11-606 to retired and disabled firefighters, their
surviving spouses and orphans;

{j) all benefits paid bPy-first—-or-second-class-eitins

for under the poéiiecements municipal police officers’

retirement system provided-for-by-Pitie-19y-chapter-9 that

are specified as exempt from taxation by 19-5-1005;

(k} gain required to be recognized by a liquidating
corporation under 15-31-113(l)(a)(ii):

(1) ali tips covered by section 3402(k) oF the
Internal Revenue Code of 1954, as amended and applicable ¢n
January 1, 1983, received by persons for services rendered
by them to patrons of premises licensed to provide food,
beverage, or lodging.

(3) 1In the case of a shareholder of a corporation with
respect to which the electicn provided for under subchapter

S, of the Internal Revenue Code of 1354, as amended, is in
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effect but with respect tc which the election previded for
under 15-31-202, as amended, 1is not in effect, adiusted
gross income does not include any part of the corporation's’
undistributed taxable income, net operating loss, capital
gains or other gains, profits, or losses required to be
included in the sharehclder's federal income tax adjusted
gross income by reason of the said election under subchapter
S. However, the shareholder's adjusted gross income shall
include actual distributions from the corporation to the
extent they would be treated as taxable dividends if the
subchapter S. election were not in effect.

{4) A shareholder of a DISC that is exempt from the
corporation license tax under 15-31-102(1)(1) shall include
in his adjusted gross income the earnings and profits of the
DISC in the same manner as provided by federal law (section
995, Internal Revenue Code} for all periods for which the
DISC election is effective.

(5) A taxpayer who, in determining federal adjusted
gross income, has reduced his business deductions by an
amount for wages and salaries for which a federal tax credit
was elected under section 44B of the Internal Revenue Code
of 1954 or as that section may be labeled or amended is
allowed to deduct the amount of such wages and salaries paid
regardless of the credit taken. The deduction must be made

in the year the wages and salaries were used to compute the

-4- SB 247
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credit., In the case of a partnership or small business
corporation, the deduction must be made to determine the
amount of income or loss of the partnership or small
business corporation.”

Section 2. Section 15-30-136, MCA, is amended to read:

*15-30-136. Computation of income of estates or trusts
-- exemption. {l) Except as otherwise provided in this
chapter, "gross income" of estates or trusts means all
income from whatever source derived in the taxable year,
including but not limited to the following items:

(a) dividends:

(b} interest received or accrued, including interest
received on c¢bligations of another state or territory or a
county, municipality, district, or other political
subdivision thereof, but excluding interest income from
obligations of:

(i) the United States government or the state of
Montana;

{i1) a schocl district; or

{iii) a county, municipality, district, or other
political subdivision of the state;

(c} income from partnershiés and other fiduciaries;

(d) gross rents and royalties;

{(e) gain from sale or exchange of property, including

those gains that are excluded from gross income for federal
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fiduciary income tax purposes by section 641(c) of the
Internal Revenue Cade of 1354, as amended;

() gross profit from trade or business; and

(g) refunds recovered on federal income tax, to the
extent the deduction of such tax resulted in a reduction of
Montapa income tax liabiliey.

{2) In c¢omputing net income, there are allowed as
deductions:

(a) interest expenses deductible for federal tax
purposes accerding to section 163 of the Internal Revenue
Code of 1954, as amended;

(b) taxes paid or accrued within the taxable year,
including but not limited to federal income tax, but
exciuding Montana income tax;

{c} that fiduciary's portion of deprectiation or
depletion which is deductible Ffor federal tax purposes
according to sections 167, 611, and 642 of the Internal
Revenue Code of 1954, as amended;

{d) charitable contributions that are deductible for
federal tax purposes according to section 642(c) of - the
Internal Revenue Code of 1954, as amended;

(e) administrative expenses claimed for federal income
tax purposes, according to sections 212 and 642(g) of the
Internal Revenue Code of 1954, as amended, if such expenses

were not claimed as a deduction in the determination of

ke 5B 247
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Montana inheritance tax;

{£) losses from fire, sterm, shipwreck, or  other
casualty or from theft, to the extent not compensated for by
insurance or atherwise, that are deductible for federal tax
purposes according to section 165 of the Internal Revenue
Code of 1954, as amended;

(g) net operating loss deductions allowed for federal
income tax under section 642(d) of the Internal Revenue {ode
of 1954, as amended, except estates may not ciaim losses
that are deductible on the decedent's final return;

(hy all benefits received as federal employees'
retirement not in excess of $3,600; .

(i) all benefits paid under the Montana teachers’
retirement system that are specified as exempt from taxation
by 19-4-706;

{j) all benefits paid under the Montana Public
Employees' Retirement System Act that are specified as
exempt from taxation by 19-3-105;

(k} all benefits paid under the Montana highway
patrolmen's retirement system that are specified as exempt
from taxation by 19-6-705;

(1) Montana income tax refunds or credits thereof;

{m) all benefits paid under 19-11-602, 19-11-604, and
19-11-605 to retired and disabled firemen or their surviving

spouses or children;
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(n) all benefits paid by-first--or-second-citass-citien
for under the Mentana municipal police cfficers' retirement
system provided-for-by-the-metrepotttan-poiice-taw that are -

specified as exempt from taxation by 19-9-1005;

(o) all benefits not in excess of $360 received as an
annuity, pension, or endowment under private or corporate
retirement plans or systems.

(3) In the case of a sharehoclder of a corporation with
respect to which the election provided for under subchapter
5. o©of the Internal Revenue Code of 1954, as amended, is in
effect but with respect to which the election provided FEor
under 15-31-202 is not in effect, net income does not
include any part of the corpeoration's undistributed taxable
income, net operating loss, capital gains or other gains;
profits, or losses required to be included in the
shareholder's federal income tax net inccme by reason of the
election under subchapter S. However, the shareholder's net
income shall include actual distribution from the
corporation to the extent it would be ctreated as raxable
dividends if the subchapter §, election were not in effect.

{4) The following additional deductions shall be
allowed in deriving taxable income of estates and trusts:

(a} any . amount o©of income for the taxable year
currently required to be distribured to beneficiaries for

such year;

-8- 5B 247
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{b) any other amounts properly paid or credited or
required to be distributed for the taxable year;

(c) the amount of 60% of the excess of the net
long-term capital gain over the net short-term capital loss
for the taxable year.

{(5) The exemption allowed for estates and trusts is
that exemption provided in 15-30-112(2)(a} and
15-30-112(8)."

Section 3. Section 19-3-105, MCA, is amended to read:

"19-3-105. Exemption from taxes and legal process. The
right of a person to a retirement allowance or any other
benefit under this chapter and the moneys in the Eund
created under this chapter shail is not be:

{1) subject to execution, garnishment, attachment,
state-or-muntetpat-taxeayr or any other process;

(2) subject to state, county, ©r municipal taxes

except for a refund paid under 19-3-7031 of a member's

contributions picked up by an emplcyer after June 30, 1985,

as provided in 19-3-701; or

{3) whaessever-and-shati--be--urasaiqnabie assignable
except as in this chapter specifically provided.”

Section 4. Section 19-3-701, MCA, is amended to read:

"19-3-701. Member's contribution to be deducted.
(1) The normal contribution of each member shati-be-equat

te is 6% of his compensation, Fhe--chief--admintstrative
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officer--of-each-empioyer-shatt-deduct-the-contributton-from
che-compensation-of-each-member-and-remit-the-rtorat--of--the
contribntions--te--the--board: Payment of salaries or wages
less the contribution shall be full and complete discharge
and acquittance of all claims and demands whatsoever for the
service rendered by members during the period covered by the
payment, except their claims tc the benefits to which they
may be entitled under the provisions of this chapter.

{2) Each employer, pursuant to section 414(h){2) of

the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be payable by the member under

subsection (1) for service rendered after June 30, 1985.

{3) The member's contributions picked up by the

employer must be designated for all purposes of the

retirement system as the member's econtributions, except - for

the determination of a tax upgn a distribution from the

retirement system. These contributions must become part of

the memher's accumulated contributions but must be accounted

for separately from those previously accumulated,

(4) The member's contributions picked up by the

employer must be payabie from the same source as is used to

pay compensation to the member and must be included in the

member's wages as defined in 13-1-102 and his compensation

as defined ipn 19-3-104. The employer shall deduct from the
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member's compensation_an amount egual to the amount of the

member's contributions picked up by the employer and remit

the total of the contributions to the board."

Section 5. Section 19-4-208, MCA, is amended to read:

“19~4-208. Duties of employer. Each employer shall:

(1) deduet pick up the contribution of each member
employed by him at the rate prescribed by 19-4-602 freom-eaech
satary-payment-for-each--payroait--pertod and transmit the
contribution each month to the secretary of the retirement
board;

(2) pay to the secretary of the retirement board the
employer 's contribution prescribed by 19-4-605, at the time
that the employee contributions are transmitted to the
secretary;

{31} keep records and, as reguired by the retirement
board, furnish information to the board that is required in
the discharge of the board's duties;

(4) upon the employment of a person who is required to
become a member of the retirement system, inform him of his
rights and obligations relating to the retirement system;

{5) at the request of the retirement board, certify
the names of all persons who are eligible for membership or
who are members of the retlrement system; and

(6} notify the retirement bcard of the employment of a

person eligible for membership and forward his membership
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application to the board,"

Section 6. Section 19-4-101, MCA, is amended to read:

"19-4-101. Definitions. As used in this chapter,
unless the context ¢learly indicates otherwise, the
following definitions apply:

(1) TMAccumulated contributjons" means the sum of all
the amounts deducted from the compensation of a member or
paid by a member and credited to his individual account in
the annuity savings fund, together with interest, Regular
interest shall be computed and allowed to provide a benefit
at the time of retirement.

(2) M"Actuarial eqguivalent" means a benefit of equal
value when computed, with reqular interest, on the basis of
the mortality tables adopted by the retirement board.

(3) "Annuity" means the payments made to a beneficiary
for 1life which are derived Erém a member's accumulated
contributions.

(4) "Annuity reserve" means the present value of all
payments to be made on account of a member's annuircy
computed, with reqular interest, on the basis of the
mortality tables adopted by the retirement hoard.

(5) (a) "Average final compensation” means the average
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
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required by 19-4-602t%¥. If the earned compensation includes
any termination pay, the member shall select one of the
following options:

{i) wuse 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 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 wused 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
compensation was received to determine a yearly amount. The
member and the employer must pay the regular contribution on
the termination pay; or

(iii) exclude the termination pay from the average
final compensation. No contribution is required of either
the employer or member.

(b} For purposes of this subsection, termination pay
includes any form of termination pay or any lump-sum payment

for deferred compensation, sick leave, or accumulated
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vacation credit, or any other payment for time not worked
other than compensation received while on sick leave or
authorized leave of absence.

{6) "Beneficiary"” means a person in receipt of a
pension, annuity, retirement allowance, or other benefit

provided by the retirement system.

{7) "Creditable service" 1is that service defined by
19-4-401.
(8) ™"Earned compensation" means the full compensation,

pay, or salary actually paid to a member and reported to the
retirement system, including amounts paid under a salary
reduction agreement to a tax sheltered annuity or deferred
compensation program and the value of any housing provided
by the employer. The employer shall fix the value of any
housing provided. The term does not include any other
amounts paid in kind or fringe benefits not actually paid to
a membper. The earned compensation of a member who had less
than 3 consecutive years of full-time service during the 5
years preceding nis retirement 1s the compensation, pay, 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 a disability retirement allowance pricr to
the completion of & full year 1s the compensation, pay, or
salary which he would have received had he completed the

full year, except that any termination pay, as defined in
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subsection (5}(b), received by the member is limited tc the
amount actually paid and is not the amount he would have
earned had he completed the full ?ear.

(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 retirement system.

(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 institution, 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
year.

(11) "Member" means a person whc has an individual
account in the annuity savings fund. An active member is a
person included under 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 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 the actual time worked bears to full-time service.

(13) "Pensicn” means the payments made to a beneficiary
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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 computed, with
regular interest, on the Dpasis of the mortality tables
adopted by 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 1, 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 allowance" means the annuity plus the
pension.

(18) “"Retirement board" 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 af 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."

Section 7. Section 19-4-602, MCA, is amended to read:

"1%-4-602, Annuity savings fund - member's

contribution. The annuicty savings fund is a fund in which
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the contributions frem for the members to provide for their
annuities shall be accumulated in individual accounts for

each member. The normal contribution of each member is

7.044% of his earned compensation. Contributions to and

payments from the annuity savings fund shall be made in the
following manner:

(1) (a) Each employer, shati~---deduct-—-from-——the
compensation-of-each-active-member-on-the-payroti-~for--each
payroii--period--on--and-subsequent-to-the-dace-an-which-the
member-became-a-membher-an-amount--equat--to--?7044%-—-of--the

memberla—-earned--compensatien pursuant to section 414(h)(2)

ocf the federal Internal Revenue Code of 1354, as amended and

appliicable on July 1, 1985, shall pick up and pay the

contributions which would be payable by the member under

this section for service rendered after June 30, 1985.

{(b) The member's contributions picked up by the

employer must be designated for all purposes of the

retirement system as the member's contributicons, except for

the derermination of a tax wupon a distribution from the

retirement system. These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previously accumulated.

{(c} The member's contributions picked up by the

employer must be payable from the same source as is used to

pay compensation to the member and must be included in the
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member's wages as defined in 15-1-102 and his earned

compensaticon as used to define his average final

compensation in 19-4-101. The employer shall deduct from the

member's compensation an amount equal to the amount of the

member's contributions picked up by the employer and remit

the total of the contributions to the retirement board.

t2¥(d) The deducticns shall be made notwithstanding
that the minimum compensation provided by law for a member
may be reduced thereby. Every member 'is considered to
consent to the deductions prescribed by this section, and
payment of salary or compensation less the deductions is a
complete discharge of all claims whatscever for the services
rendered by the member during the period covered by the
payment, except as to the benefits provided by the
retirement system.

+3¥(2) In addition to the normal contributicns
dedueted-from-compensatton and subject to the approval of
the retirement board, any member may redeposit in the
annuity savings fund, by a single payment or by an increased
rate of contribution, an amount equal to any accumulated
contributions which he has previously withdrawn, plus
interest in the amount the contributions would have earned
had the contributions not been withdrawn.

t41(3) The accumulated contributions of a member

withdrawn by him or paid to his estate or to nis designated

~-18~ 58 247



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0247/02

peneficiary in event of his death shall be paid from the
annuity savings fund. Upcon the retirement of a member, his
accumulaged cantributions shall be transferred from the
annuity savings fund to the pension accumulation fund.”

Secticn 8. Section 19-4-706, MCA, is amended to read:

"19-4-706. Exemption from taxation and legal process,
The pensions, annuities, or any other benefits accrued or
accruing to any person under the provisions of the
retirement system and the accumulated contributicns and cash
and securities in the various funds of the retirement system
are hereby:

{1) exempted from any state, county, or municipal tax

of the state of Montana except for a refund paid under

19-4-603 of a member's contributions picked up by an

employer after June 30, 1985, as provided in 19-4-602;

Lgl and---shaii net be subject to execution,
garnishment, attachment by trustee process or otherwise, in
law or equity, or any other process whatsocaver; and

{3) spati-——be unassignable except as specifically
provided 1n this chagter."

Section 9. Section 19-4-707, MCA, is amended to read:

v13-4-707. Increase in allowances of certain retirees.
(1) on July 1, 1977, every beneficiary receiving a
retirement ailowance who was receiving such allowance prior

to July 1, 1971, will be entitled to an increase in his
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monthly retirement allowance of $1 per month for each year
of creditable service plus $2 per mcnth for each year he was
retired prior to July 1, 1971. In the case of beneficiaries
who are receiving an early retirement allowance, the latter
figure of $2 per month shall be mult.plied by a fraction,
the numerator of which is the number of years of his.
creditable service and the denominator of which is 30.

{2) The funds_ to pay for the increases in retirement
allowances prescribed in subsection (1) shall be provided as
follows:

fa) one-half from an increase, sufficient for the
purpose, in the payroll deduction provided for in
19-4-602¢%¥; and

(b} one-half from an increase, sufficient for the
purpose, in the employer's contribution provided for in
19-4-605(1)."

Section 10. Section 19-6-402, MCA, is amended to read:

"19-6-402. Member's contribution. (1) Every member
shall be required to contribute into the account a sum egqual
to 6 1/2% of his monthly salary, which sum shall be dedusesd
from--his-saiary-and deposited to his credit in the account.

(2) Bach employer, pursuant to secrion 41l4(h){(2) of

the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be payable by the member under
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subsection (1) for service rendered after June 1310, 1985,

{3) The member's contributicons picked up by the

employer must be designated for sll purposes of the

retirement system as the member's contributions, except faor

the determination of a tax upon a distribution from the

retirement system. These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previously accumulated.

{4) The member's contributions picked up by the

employer must be pavable from the same source as is used to

pay compensation to the member and must be included in the

member's wages as defined in 19-1-102 and his compensation

as used to define his final salary in 19-6-101, The

employer shall deduct from the member's compensation an

amount egqgual to the amount of the member's contributions

picked up by the employer and remit the total of the

contributions to the board."

Section 11. Section 19-6-705, MCA, is amended to read:

“19-6-705. Exemprion from taxes and legal process, Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these shai*-be is:

{1) exempt from any state, county, or municipal tax

and except for a refund paid under 19-6-403 of & member's

contributions picked up by an employer after June 30, 1485,
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as provided in 19-6-402;

{2} exempt from levy, sale, garnishment, attachment,
or any other process; whatsoever and

(3) =haii---be unassignable except as specifically
provided in 19-6-706."

Section 12. Section 19-7-403, MCA, is amended to read:

"19-7-403. Members' contributions deducted. {1} Every
member shall be required to contribute into the account 7%
of his monthly salary, which shall be deducted-from-his
satery-and deposited to his credit in the account.

(2] Each employer, pursuant to section 414{(h)(2) of

the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be payable by the member under

subsection {1) for service rendered after June 30, 1985.

(1) The member's contributions picked up by the

employer must be designated for all purposes of the

retirement system as the member's contributions, except for

the determination of a tax upon a distribution from the

retirement system, These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previously accumulated.

{4) The . member's contributions picked up by the

employer must be payable from the same source as is used to

pay compensation to the member and must be included in the
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member's wages as defined in 19-1-102 and his salary as used

to define his Final salary in 14-7-101., The emplcyer shall

deduct From the member's compensation an amount equal to the

amount of the member's contributions picked up by the

employer and remit the total of the contributions to the
board."

Section 13. Section 19-7-705, MCA, is amended to read:

"19-7-705. Exemption from :akes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deducticns or the right of any of
these shati-be is:

{l) exempt from any state, county, or municipal tax

and except for a refund paid under 19-7-304(1) of a member's

contributions picked up by an employer after June 30, 1985,

as provided in 15-7-403;

(2) exemgt' from levy, sale, garnishment, attachment,
or any other process; whatsoever and

{3) shsli--be unassignable excepr as specifically
provided ia 19-7-706."

Section 14. Section 19-8-502, MCA, is amended to-read:

“19-8-502. Member's contribution. (1) Every member is
required to contribute into the account a sum egqual to 7% of
his monthly salary, which sum shall be deducted-from—nias
smatary-and deposited to his credit in the account.

(2) Each employer, pursuyant to section 414(h)(2) of
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the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be payable by the member under

subsection {l) for service rendered after June 30, 1985.

{3} The member's contributions picked up by the

employer must be designated for all purposes of the

retirement system as the member's contributions, except for

the determination of a tax upon a distribution from the

retirement system, These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previgusly accumulated.

{(4) The member 's contributjons picked up by the

employer must be payable from the same source as is used to

pay compensation to the member and must be included in the

member 's wages as defined in 19-1-102 and his compensation

as used to define his final salary in 19-8-101. The employer

shall deduct from the member's compensation an amount equal

to the amount of the member's contributions picked up by the

employer and remit the total of the contributicns to the

board.”
Section l5. Section 19-8-805, MCA, is amended to read:
"19-8-805. Exemption from taxes and legal process.. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of

these shaii-be is:
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(1) exempt from any state, county, or municipal tax

and except for & refund paid under 19-8-503 of the member's

contriburions picked up by an employer after June 30, 1985,

as previded in 18-8-502;

{2) exempt from levy, sale, garnishment, attachment,
or any cther process; whatsosver and

{3) shati---be unassignable except as specifically
provided in 19-8-806."

Section 16. Section 19-9-601, MCA, is amended to read:

“19-9-601. Member contributions. (1) ¢he-treasurer-ar
othet-appropriate-officiai-of--each--empioyer--shati--retain

from--che--menthiy--compensation The normal contribution of

each active member a-gum-equat--te is 6% of his monthly

compensation or, in the case of a member first employed by
an employer as a police officer after June 30, 1379, 7 1/2%
of his monthly compensation, excluding overtime, holiday
payments, shift differential payments, compensation time
payments, and payments in lieu of sick leave and annual
leave, for his services as a police officer. Phe--menthiy
daduetion-from-the-astartes-of-potice-officars-shati-be-patd
to---the---adminiatrater—-for--the--purpose--of--paying--the
retireament-aliowances-of-retired-potice-officeras

{2) Each employer, pursuant to section 414(h)(2) of

the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the
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contributions which would be payable bv the member under

subsection (1) Eor service rendered after June 30, 19B5.

(3) The member's contributions picked up by the

employer must be designated for all purposes of the

retirement system as the member's contributions, except for

the determination of a tax upon a distribution from the

retirement system. These contributions must become part aof

the member's accumulated contributions but must be accounted

for separately from those previcusly accumulated.

{4) The member's contributions picked up by the

employer must be payable from the same source as is used to

pay compensation to the member and must be included in the

member's wages as defined in 19%-1-102 and his monthly

compensation as defined in 18-9-104. The employer shall

deduct from the member's compensation an amount equal to the

amount of the member's contributions picked up by the

employer and remit the total of the contributions to the

board.*

Section 17. Section 19-9-1005, MCA, 1is amended to
read:

"19-9-1005. Exemption from taxes. Any money received
as-a--reciremenc--mitowance paid in accordance with the
provisions of this chapter is exempt from any state, county,

or municipal tax except a refund paid under 19-95-304 of a

member 's contributicns picked up by an employer after June

-26— SB 247



L8

L FY)

10
11
12
13
14
15
16
1?7
18
19
20
21
22
23
24

25

SB 0247/02

30, 1985, as provided in 19-9-601."

Section-if8-——-Seectton--t93-13-6B8ir-~MEA7——ta--amended--to
reads

133-33-60tv--Member-contributionar——tiy--Fach--emptoyer
ahati--retain-—-from--che-monthiy-compensation-af-each-active
member a-sum-equai-ea-F4-of-his-monthiy-compensatien—for-his
servicas-as-a-firefighter—and-shait-report-and--remit--on--a
monthity-basiss

tay--6%--of-—the-monthiy-compensacisn-of-each-member-te
the-admintatrator-for-depostt-in-the—£fund;-and

th} Is-of-the-menthiy-compensation-of-sach--member--to
the-—Monsana--state-firemenis-assoctation—-for-the-payment-of
premiums--en—-a--group--tife--and---accidentai---death-—-and
dismemberment--insurance-—poticy--for--members-and-to-defray
expenée=~—incurred——by—~the——association——when--representing
members-of-the-ptans<

t24--Fhe—-nermai-—-contribution-of-each-active-member-is

64-0f-his-monthiy~compensations

+24$31 If-a-member--receives-—compenaacron--ander--the
provisions——oE——the-—Nerkers*~-€ompensaticn~~Acer—v?it}e-QQT
chapter—?17—the-umeunt—received—must—be-in:luded’ns—purt—-af
hé3---monthiy—-—ccmpensationf-for——purpcses—-ef——determining
eontributions—-—and--service--credita--under--the--retirement
syatemr---Eanttibntions——made—undef-thi:—sectich—iQ-i3-6647

and-19-13-685--must--be--based--on--the--total--compensation
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received--by--the--member--from--hia-—emptoyer--and-from-the
workerst--compensation--divisten--during---the---peried--—of
disabtittys

f4?--ﬂach—-empiayer7—‘purauant——to-seetion—iijih}fat;ef

the-feaderal-fnterpat~Revenue-code-of-1354;--as~--amended--and

appticabie--en-—Julty—-17~-~-1985;--shaii--pick-—up-and-pay-the

contribucions-which-wouid-ba-payablie--by--the--member~—under

subsection-t2}-for-service-rendered-after-June-38;-19686+

£53-—-Fhe-—-memberis--ecantributions—-picked-~up--by--the

empltayer——muat——pe-—designated--for--ati--purposes—-sf———¢he

retiremant-~systemn—as-che-memberts-contributionsy-except—for

the-determination-of-a-tax——upon--a--distribntion-—from--the

retirement--aystems-—Fhese-contributions-—must-become-part—of

the-memberis-accumuiated-contributions-but-must-be-accountad

for-acparately-from-those-previousiy-accumulateds

t6¥-—-Fhe--memberta--cantributions—-picked--up--by-——the

empioyer-—-must-be-payabie-from-the-same-source-as-is-used-to

pay-compensation-es-the-member-and-must-be-inciuded--in-~-the

memberta--monthiy--compensation-as-defined-tn-19-13-104--Fhe

empioyer—shait-dadust—-frem-—the—-memperle——compensation-—an

ameunc——equat-—-to--the--amonne-of-the-memberls-contributions

picked-up-by--the—-empieyer——and--remit--the--totat-—ovf--che

cortriburions-to-the—board-t

Section-19r--Section——19-13-16837~-MEA7--t8--amended-to

reads
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433-1r3-1003+v--Exemption—£from-taxesc--Any-money-received
as-a--retirement--&ilowance paid in--accerdance--with--the
provisions-of-this-chapter-ts-exempt-from-any-statey-coauntyy

or--manicipat--tax excepr-refupds-patd-under-19-13-682-0f-n

memberis—ecaontributions-picked-vup-by-an-empioyer——afeer——June

187-19857-as-provided-in-39-33-653-1

NEW SECTION. Section 18. Extension of authority. Any
existing authority of the public employees' retirement board
or the teachers' retirement board to make rules on the
subject of the provisions of this act is extended to the
ﬁrovisicns of this act.

NEW SECTION. Section 19.- Nonseverability. It is the
intent of the legislature that each part of this act is
essentially dependent upon every other part and if one part
is held unconstitutional or invalid, all other parts are
invalid.

NEW SECTION. Section 20. Effective date. This act is
effective July 1, 1985.

-End-
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49th Legislature SB D247/02

1 SENATE BILL NO. 247 1 amended and in addition shall include the following:

2 INTRODUCED BY DANIELS 2 {a) interest received con obligations of another state
3 BY REQUEST OF THE PUBLIC EMPLOYEES' RETIREMENT BOARD 3 or territory or county, municipality, district, or cther
4 4 pelitical subdivision thereof;

5 A BILL FOR AN ACT ENTITLED: “AMN ACT REQUIRING A PUBLIC S {b) refunds received of federal income tax, to the
6 EMPLOYER TO PICK UP A MEMBER'S CONTRIBUTIONS UNDER THE [ extent the deduction of such tax resulted in a reduction of
7 PUBLIC EMPLOYEES' , TEACEERS', HIGHWAY PATROLMEN'S, 7. Montana income tax liability.

8 SHERIFFS', STATE GAME WARDENS', AND MUNICIPAL POLICE 8 (2) Notwithstanding the provisions of the federal
9 OFFICERS'y AND--PIREPIGHPERS---UNEIP}EP RETIREMENT SYSTEMS; 9 Internal Revenue Code of 1954 as labeled or amended,
10 REQUIRING THE EMPLOYER TO DEDUCT FROM THE MEMBER'S 10 adjusted gross income does not include the following which
11 COMPENSATION AN AMOUNT EQUAL TO THE AMOUNT OF THE MEMBER'S 11 are exempt from taxation under this chapter:

12 CONTRIBUTIONS PICKED UP BY THE EMPLOYER; REQUIRING A MEMBER - 12 fa) all interest income from obligations of the United
13 TO PAY STATE AND LOCAL TAXES ON A REFUND oF HIS 13 States government, the state of Mcntana, county,
14 CONTRIBUTIONS ; AMENDING SECTIONS 15-30-111, 15-30-13s6, 14 nunici.bali.ty, district, or other political subdivision
15 19-3-105, 19-3-701, 19-4-101, 19-4-208, 19-4-602, 19-4-706, 15 thereof:

16 19-4-707, 19-6-402, 19-6-705, 19-7-403, 19-7-705, 19-8-502, 16 (b) interest income earned by a taxpayer age 65 or
17 19-8-805, 19-9-601. AND i9-9-1005. $9-33-60317----AND 17 older in a taxable year up to and including $800 for a
18 39-33-13863y MCA:; AND PROVIDING AN EFFECTIVE DATE." ' 18 taxpayer filing a separate return and $1,600 for each joint
19 19 return; .

20 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: _ 20 {c) all benefits received under the Federal Employees’
21 Section 1, Section 15-30-111, MCA, is amended to read: 21 Retirement Act not in excess of $3,600;

22 *15-30-111. Adjusted gross income. (1) Adjusted gross 22 {d) all benefits, not in excess of $360, received as
23 income shall be the taxpayer's federal income tax adjusted 23 an annuity, pension, or endowment wunder any private or
24 gross income as defined in gection 62 of the Internal 24 corporate retirement plan or system;

25 Revenue Code of 1954 or as that section may be labeled or 25 (e) all benefits paid under the teachers' retirement

THIRD READING
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law which are specified as exempt from taxation by 19-4-706;

(f) all benefits paid under The Public Employees'
Retirement System Act which are specified as exempt from
taxation by 18-3-105;

(g} all benefits paid under the highway patrol
retirement law which are specified as exempt from taxation
by 19-6-705;

(h) all Montana income tax refunds or credits thereof;

(i) all benefits paid under 19-11-602, 1%~11-604, and
19-11-605 to retiredA and disabled firefighters, their
surviving spouses and orphans;

{(j) all benefits paid by-first--or-second-citass-cities

for under the poiicements municipal police officers’

retirement system provided-for-by-Ffitie-19;-chapter-9 that

are specified as exempt from taxation by 13-9-1005;

{k) gain required to be recognized by a liquidating
corporation under 15-31-113(1}({a}{ii);

(1) all tips covered by section 3402(k) of the
Internal Revenue Code of 1954, as amended and applicable on
January 1, 1983, received by persons for services rendered
by them to patrons of premises licensed to provide food,
beverage, or lodging.

(3) In the case of a shareholder of a corpeoration with
respect to which the election provided.for under subchapter

-5. @f the Iaternal Revenue Code of 1954, .as amended, -is in
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effect but with respect to which the election provided for
under 15-31-202, as amended, 1s not in effect, adjusted
gross income dces not include any part of the corperation's
undistributed taxable income, net operating loss, capital
gains or other gains, profits, or losses required to be
included in the shareholder's federal income tax adjusted
gross income by reason of the said election under subchapter
S. However, the shareholder's adjusted gross income shall
include actual distributions from the corporation to the
extent they would be treated as taxable dividends if the
subchapter S, election were not in effect.

(4) A shareholder of a DISC that is exempt from the
corporation 1license tax under 15-31-102(1)(1l) shall include
in his adjusted gross income the earnings and profits of the
DISC in the same manner as provided by federal iaw (section
995, Internal Revenue Code) Efor all periods for which the
DISC election is effective.

(S5} A taxzpayer who, in determining federal adjgsted
gross income, has reduced his business deductions by an
amount for wages and salaries for which a federal tax credit
was elected under section 44B of the Internal Revenue Code
of 1954 or as that section may be labeled or amended is
allowed to deduct the amount of such wages and salaries paid
regardless of the credit taken. The deduction must be made

in the year the wages and salarjes were used to compute the
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credit. In the case of a partanership or small business
corporation, the deduction must be made to determine the
amount of income or loss of the partnership or small
business corporation.”

Section 2. Section 15-30-136, MCA, is amended to read:

"15-30-136. Computation of income of estates or trusts
-- exemption. (1) Except as otherwise provided in this
chapter, "gross incocme" of estates or truats means all
income from whatever source derived in the taxable year,
iﬁcluding but not limited to the following items:

(a) dividends;

(b) interest received or accrued, including interest
received on obligations of another state or territory or a
county, municipality, district, or other political
subdivision thereof, but excluding interest income Ecom
obligations of:

{i} the United States government- or the _state of
Montana;

(ii} a school district; or

(iii) a county, municipality, district, or other
political subdivision of the state;

(c) income from partnerships and other fiduciaries;

(d) gross reﬁts and royalities;

(e) gain from sale or exchange of property, including

those gains that are excluded from gross income for federal
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fiduciary income tax purposes by section 64l{c} of the
Internal Revenue Ccde of 1954, as amended;

(E}) gross profit from trade or business; and

(g) refunds recovered on lfedetai income taz, to the
extent fhe deduction of such tax resulted in a reduction of
Montana income tax liability.

(2) In computing net income, there are allowed as
deductions:

(a) interest expenses deductible for federall tax
purpeses according to section 163 of ‘the Internal Revenue
Code of 1954, as amended;

(b) taxes paid or accrued within the taxable year,
including but not limited to federal -income tax, but
excluding Montana income tax;

{c} that fiduciary's portion of depreciation or
depletion which is deductible - for federal tax purposes
according to secﬁigns'167, 611, and 642 of the Internal
Revenue Code of 1954, as amended; '

V {d) charitable contributions that are deductible for
federal tax purposes accotdihg to section 642(c) of the
Inéernal Revenuercode of 1954, as amehded;

(e) administrative expenses claimed for federal income
tax pﬁrposes, acéording to sections 212 and 642(g) of the
In:érnal Revenue Code of 1954, as amended, if such expenses

were not  claimed as a deduction in the determinaticn of
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Montana inheritance tax:
(£} losses from fire, storm, shipwreck, or other

casualty or from theft, to the extent not compensated for by

insurance or otherwise, that are deductible for federal tax

purposes according to section 165 of the Internal Revenue
code of 1954, as amended;

(g} net operating loss deductions allowed for federal
income tax under section 642(d} of the Internal Revenue Code
of 1954, as amended, except estates may not claim loases
that are deductible on the decedent's final return;

{h)} all benefits received as federal employees'
retirement not in excess of $3,600;

(i)' all benefits paid under the Montana teachers'
retirement systeﬁ that are specified as exempt from taxation
by 19-4-706;

(j} - all benefits paid under the Montana Public
Employees’ Retirement System Xct that are specified as
exempt from taxation by 19-3-105; '

{k) all benefits paid under the Montana highway
patrolmen’s retirement system that are specified as exempt
from taxation by 19-6-705;

(1) Montana income tax refunds or credits thereof;

{m) all ‘benefits paid under 19-11-602, 19~11-5§04, and
19-11-605 to retired and disabled firemen or their surviving

spouses: or children;
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{n) all benefits paid by-first--or-sessnd-elass-cities

for under the Mentana municipal police officers’ retirement

.system provided-fer-by-the-metrepsiitan-potice-taw that are

specified as exempt from taxation by 19-9-1005;

(o} all benefits not in excess of $360 received as an
annuity, pension, or endowment under private or corporate
retirement plans or systems.

{(3) In the case of a shareholder of a corporation with
respeét to which the election provided for under subchapter
S. of the Internal Revenue Code of 1954, as amended, is in
effect but with respect to which the election provided for
under 15-31-202 1is not in effect, net income does not
include any part of the corporation's undistributed taxable
income, - net operating loss, capital gains or other gains,
profits, or losses required to be included: in the
shareholder's federal income tax net income by reaéon of the
election under subchapter §. However, the shareholder's net
income shall include actual distribution from the
corporation to the extent it would be treated as taxable
dividends if the subchapter S. election were not in effect.

{4} The following additional deductions shall be
allowed in deriving taxable income of estates and trusts:

(a} any amount of income Ffor the taxable year
currently required to be distributed to beneficiaries for

such year;
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{b) any other amounts properly paid or credited or
required to be distributed for the taxable year:

{c) the amount of Got. of the excess of the net
long-term capital gain over the net short-term capital! loss
for the taxable year.

{5) The exemption allowed for estates and tfusts is
that exemption provided in 15-30-112(2){a} and
15-30-112(8)."

Section 3. Section 19-3-105, MCA, is amended to read:

"19-3-105. Exemption from taxes and legai process. The
right of a person to a retirement allowance or any other
benefit wunder this chapter and the moneys in the fund
created under this chapter shai® is not be:

{1) subject to execution, garqishment, attachment,

state-or-munteipat-tanesy or any other process;

{(2) subject to state, county, or municipal taxes

except for a refund paid under 19-3-703 of a member's

contributions picked up by an employer after June 30, 1985,

as provided in 19-3-701; or

{3) whatsesver-and-shati--be--unassignabie assignable

except as in this chapter specifically provided."

Section 4. Section 19-3-701, MCA, is amended to read:

"19-3-701. Member's contribution to be deducted.
(1) The normal contribution of each member shaii-be-equai

te is 6% of his compensation. Phe-~-chief--administsative
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officer——of-each-enpioyer-shati-deduct-the-contribution-from
the—compensaeian—eE—eéch-membé!-and;remit-the-totui—-oé-—the
céntributions-—to—-the——boatdf Payment of salaries or wages
less the contribution shall be.full and compiete discharge

and acquittance of all claims and demands whatsocever for the

service rendered by members during the period covered by the

payment, except their claims to the benefits to which they
may be entitled under the ﬁrovisions of this chapter.

[(2) FEach employer, pursuant to section 414(h)(2) of

the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be payable by the member under

subsection (1) for service rendered after June 30, 1985.

{3) The member's contributions picked up by the

emplayer must be designated Ffor all 1pu{poses of the

retirement system as the member's ‘contributions, except for

the determination of a tax upon a distribution from the

retirement system. These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previcusly accumulated.

{4) The member's contributions picked up by the

employer must be payable from the same source as is used to

pay conmpensation to the member and must be included in the

member's wages as defined in 19-1-102 and his compensation

-as defined in 19-3-104. The employer shall deduct from the
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member 's compensation an amount equal to the amount of the

member's contributions picked up by the employer and remit

the total of the contributions to the bpard.™

Section 5. Section 19-4-208, MCA, is amended to read:

"19-4-208. Duties of employer. Each emplaoyer shall:

(1} dednct pick up the contribution of each member '

employed by him. at the rate prescribed by 19-4-602 from-each
satary-paysent—-£for-each—-payreii--perted and transmit the
contribution each wmonth to the seeretary of the retirement
board;

{2) pay to the secretary of the retirement board the
employer's contribution prescribed by 19-4-605, at the time
that the employee contributions are transmitted to the
secretary;

{3) keep records: and, as required by the retirement
board, furnish information to the board that is required in
the discharge of the.board's duties;

{4} upon the employment of a perscn who is required to

become a member of the retirement system, inform him of his

rights and obligations relating to the retirement system;

{S5) at the request of the retirement board, certify
the names of all perscns who are eligible for membership or
who are members of the retirement system; and

(6) notify the retirement board of the employment of a

person eligible for membgrship.,and farward his nembership-
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application to the board."

Section 6. Section 19-4-101, MCA, is amended to read:

"19-4-101. Définitionsﬂ As used in this chapter,
unless the context clearly indié;tes otherwise, the
following definitions apply:

(1) "Accumulated contributiona" means the sum of all
the amcunts dédacted from the compensation of a member or
paid by a member and credited to his individual account in
the annuity savings fund, together with interest., Regular
interest shall be computed and allowed to provide a benefit
at the- time of retirement.

{2} "Actuarial equivalent" means a beénefit of equal
value when computed, with regular interest, on the basis of
the mortality tables adopted by theé retiremént bdard.

(3). "Apnuity" means the payménts made to a beneficiary
for 1life which' are derived from a member's accumuiated
contributions.,

(4} “Annuity reserve® means the present wvalue 65 ail
payments to be made on account of a mémber's annuity
computed, with regular interest, 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 member during the 3
consecutive years of full-time service which vyield the

highest average-~and on which contribufions have beén made as
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required by 19-4-602{%). 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 calculatiocn
of the average final compensation. The member and the
employer shall pay such contributions to the ‘retirement
system as are determined by the board to adequately
compensate the syséém for the additional retirement benefit,
The contributions must be made at the time the termination
pay is received.

(ii) use a vyearly amount of termination pay added to
each of the 3 consecutive years' salary wused in the
calculation of the average final compensation. The amount of
such compensation used in the calculation of average final
compensatioﬁ must be divided by the total number of years of
creditable service with the employer from whom this type 55
compensation was received to determine a yearly amount. The
member and the employer must pay the regular contribution on
the termination pay; or

.(iii) exclude the termination pay from the average
final compensation. No contribution is required . of either
the employer or member.

{b) - For purposes _of this subsection, terminationrpay
includes any form of termination pay or any lump-sum payment

for deferred compensation, sick leave, or accumulated
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vacation credif. cr ;ny other payment for time not worked
other than compensation received while on sick leave or
authorized leave of abseﬁce. ‘ '

{§) "“"Beneficiary" means a person 'in receipt of a
pension, annuity, retirement allowance, 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,

"pay, or salary actually paid to a member and reported to the

retirement system, including amounts paild under a salary
reduction agreement to a tax sheltered -annuity or deferred
compensation program and the value of any housing provided
by the employer. The employer shall fix the Qalue of any

housing provided. The term does not include any other

-amounts paid in kind or fringe benefits not actually paid to

a member. The earned compensation of a member who had less
than 3 consecutive years of full-time service during the 5
years preceding his retirement is the compensation, pay, 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 a disability retirement allowance prior to
the completion of a full year is the compensation, pay, or
salary which he would have rgceived had he completed the

full vear, except that any termination pay. as defined in
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subsection (5)({b}, received by the member is limited to the
amount actually paid and is not the amount he would have
earned ﬁad he completed the full year.

{9) "Employer* mweans 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 retirement system.

{10} "Full-time  service" means service which is
full-time -and which extends over a normal academic year .of
at least 9 moﬁths. 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, "full-time service" means service which is
full-time and which totals at least 9 moﬁths.in any one
year.

(11) "Member” means-a person who has an individual
account in thg annuity savings fund. An active member is a
person included under the provisions of 19-4-302. an
inacrive member is a person included under the érovisicns of
19-4-303.

(i2)'"Part-time'-sérvice" means service which is less
than full-time or which totals less than $ months in any one
year. Part—time service shall be credited in the 'proportion
that the actual time worked bears to full-time service.

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

{14} "Pension reserve" means the préseﬁt valuve of all
payments to be made on account of a pension computed, with
regular interest, on the basis of the mortality tables
adépked by 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 1, 1937.

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

[{17) "Retirement allowance” means the annuity plus the
pension.'

{18) “"Retirement board" means the retirement system's
governing board providedrfor in 2-15-1010.

{(19) "Retirement system" means the teachers' retirément

system of the state of Monrtana provided for in 1%-4-102,

(20) "Service" means the performance af 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.*

Section 7. Section 19-4-602, MCA, is amended 'to read:

“19-4~-602. Annuity 'sabings fund - member's

contribution. The annuitj savings fund is a Eund in which
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the contributions £rem for the members to provide for their

annuities shall be accumulated in individual accounts for

each member. The normal contribution of each member is

7.044% of his earned compensation. Contributions to and

payments from the annuity savings fund shall be made in the
following manner:

{1) (a) Each employer, ahaiti---deduct--~from---the
compensation—of-each-active-member-on-che-payreti--for--esach
payroli--period--on--and-subsequent-to-the-date-on-which-the
member-became-a-member-an-amount-—equat--to--F-844%——of--the

memberis--earned--compensation pursuant to section 414(h) (2}

of the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be pavable by the member under

this section for service rendered after June 30, 1985,

{b} The member's contributions picked up by the

employer must be designated for all purposes of the

retirement system as the member's contributions, except for

the determination of a4 tax upon a distribution from the

retirement system. These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previously accumulated.

(c} The member's contributions picked up by the

employér must be payable from the same source as is used to

pay compensation to the wmember and must be included in the
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member's wages as defined inm 19-1-102 and his earned

compensation as used to define his average final

compensation in 19-4-101, The employer shall deduct from the

member 's compensation an amount equal to the amount of the

member 's contributions picked up by the employer and remit

the total of the contributions to the retirement board.

t2¥(d) The deductions shall be made notwithstanding
that the minimum compensation provided by law for a member
may be reduced thereby. Every member 'is considered to
censent to the dJeductions prescribed by this section, and
payment of salary or compensation less the deductions is a
complete discharge of all claims whatscever for the services
rendered by the member during the period covered by the
payment, excebt as to the benefits provided by the
retirement system.

¢3¥(2) In addition to the normal contributions
deducted-£from-compensation and subject to the approval of
the retirement board, any member may redeposit in the
annuity savings fund, by a single payment or by an increased
rate of contribution, an amount equal to any accumulated
contributions which he has previously withdrawn, plus
interest in the amount the contributions would have eérned
had the contributions not been withdrawn.

t4+(3) The  accumulated . contributions of a member

withdrawn by him or paid to his estate or to his designated
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beneficiary in event of his death shall be paid from the
annuity savings Efund. Upon the retirement of a member, his
accumulated contributions shall be transferred from the
annuity savings fund to the pension accumulation fund."®

Section B. Section 19-4-705, MCA, is amended to read:

vj9-4-706. Exemption from taxation and legal process.
The pensions, annuities, or any other benefits accrued or
accruing to any person under the provisions of the
retirement systeﬁ and the accumulated contributions and cash
and securities in the various funds of the retirement system
are hereby:

(1) exempted from any state, county, or municipal tax

of the state of Montana except for a refund paid under

19-4-603 of a member's contributions _picked up by an

employer after June 30, 1985, as provided in 19-4-602;

{2) eand---sha:* not Be subject to execution,
garnishment, attachment by trustee process or otherwise, in
law or equity, or any other process whatsoever; and

(3] shati---be unassignable except as specifically
provided in this chapter.”

Section 9. Section 19-4-707, MCA, is amended to read:

n19-4-707. Increase in allowances of certain retirees.
{1} Oon July L, 1977, every beneficiary receiving a
retirement allowance who was recei&ing such allowance prior

to July 1, 1971, will be entitled to an increase in his
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monthly retirement allowance of $1 per month for each year
of creditable service plus $2 per montnh for each year he was
retired prior to July 1, 1971, In the case of beneficiaries
who are receiving an early retirement allowance, the latter
figure of $2 per month shall be mulciplied by a fraction,
the numerator of which is the number of years of his
creditable service and the denominator of which is 30.

(2) The funds to pay for the increases in retirement
allowances prescribed in subsection (1} shall be provided as
followsa:

{a) one-half from an increase, sufficient for the
purpose, in the payroll deduction provided for in
19-4-602+1%; and

{b) one-half from an increase, sufficient for the
purpose, in the employer's contribution provided'fcr in
19-4-605(1)." .

Secgion 10. Section 19-6-402, MCA, is amended to read:

"19-6-402. Member's contribution. (1} Every member

shall be required to contribute into the account a sum equal

to & 1/2% of his monthly salary, which sum shall be deducted
from--his-satary-and deposited to his credit in the account.

{2) FEach employer, pursuant to section 414(h)(2) of

the Ffederal Internal Revenue Code of 1954, as amended and

applicable on July 1, 15985, shall pick up and pay the

contributions which would be payable by the member under
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subsection (1) for service rendered after June 30, 1985.

(3} __The member's contributions picked up by the

employer must be designated for .all purposes of the

retirement system as the member's contributions, except for

the determination of a tax upon a distribution from the

retirement system. These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previously accumulated.

{(4) The member's contributions picked up by the

employer must be payable from the same source as is used to

pay compensation to the member and must be included in the

member 's wages as defined in 19-1-102 and his compensation

.as used to define his final salary "in 19-6-101. The

employer shall deduct from the member's compensation an

amount equal to the amount of the member's contributions

picked up by the .employer‘ and remit the total of the

contributions to the board."

Section 11. Section 19-6-705, MCA, is amended to read:

"19-6-705. Exemption from taxes and legal process. any
money received or to be paid as a:member's annuity, state
annuity, or return of deduction; or the right of any of
these shati-be is:

(1) exempt from any state, county, or municipal tax

and except for a refund paid under 18-6-403 of a member's

contributions picked up by an employer after June 30, 1985,
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as provided in 19-6-402;

(2) _exempt from levy, sale, garnishment, attachment,
or any other process; whatasever and

{3) shati---be unassignable except as specifically

provided in 19-6-706."

Section 12. Section 19-7-403, MCA, is amended to read:
"19-7-403. Members' contributions deducted. (1) Every
member shall be required to contribute into the accounﬁ 73
of his monthly salary, which shall be deducted-from-his

saiary-and deposited to his credit in the account.

{2) Each employer, pursuant to section 414(h}(2) of.

the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be payable by the member under

subsection (1) for service rendered after June 30, 1985.

{3) The member's contributions picked up by the

employer must be designated for all purposes of thé

retirement system as the member's contributions, except for

the determination of a tax upon a distribution from the

retirement system. These contributions must become part of

the member's accumulated contributions but must be‘acéounted

for separately from those previously accumulated.

{(4) The member's contributions -picked up by the

employer must be pavable from the same sgurce as is used to

pay . compensation to the member and must be included in the
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member 's wages as defined in 19-1-102 and his salary as used

to define his final salary in 19-7-101. The employer shall

deduct from the member's compensation an amount equal to the

amount of the member's contributions picked up by the

employer and remit the total of the contributijons to the
board."

Section 13, Section 19-7-705, MCA, is amended to cead:

*19~7-705. Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions‘or the right of any of
these shati~be is:

11} exempt from any state, county, or municipal tax

and except for a refund paid under 19-7-304(1) of a member's

contributions picked up by an employer after June 30, 1985,

as provided in 19-7-403;

(2} exempt from levy, sale, garnishment, attachment,

or any other process; whatscever and

(3) shall--Be unassignable except as specifically.

provided in 19-7-706." )
Section 14. Section 19-8-502, MCA, is amended to read:
¥19-8-502. ﬁember's contribution. (1)} Every member.is
required to contribute into the account a sum equal to 7% of
‘his monthly salary, which sum_shall be deducbed-EEQMnﬁis
satary-and deposited to his credit in the account.

(2} EBach-smployer, pursuant to -section "414(h}{2} of
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the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1985, shall pick up and pay the

contributions which would be. payable by the member under.

subsection (1) for service rendered after June 30, 1985.

{3) Thé member's contribu;ionsv picked up by the

employer must be designated for all purposes of the

retirement system as the member's cantributions, except for

the determination of a tax upon a distribﬁtion from the

retirement system. These centributicns must become part of

the mémber'slaccumulated cantributions but must be accounted

for separately from those previously accumulated.

{4} The member's contributions picked up by the

enployer must be payable from the same source as is used to

pay compensation to the member and must be included in the

member's wages as defined in-19-1-102 and his compensation

as used to define his final salary in 19-8-101. The employer

shall deduct from the member's compensation an amount equal

to the ‘amount of the member's contributions picked up Ey the

empléyer and remit the total cof the contributions to the

" board.”

Section 15. Section 19-8-805, MCA, is amended to vead:
"19-8-805. Exemption from taxes and legal process. nnf
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the fighf of any of

‘these -shati-be ia:
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(1} exempt from any state, county, or municipél tax

end except for a refund paid under 19-8-503 of the member's

contributions picked up by an employer after June 30, 1985,

as provided in 19-8-502;

(2) exempt from levy, sale, garnishment, attachment,
or any other process; whatseever and

{3) sehali---be unassignable except as specifically
provided in 19-8-806." '

Section 16. Section 19-9-601, MCA, is amended to read:

“19-9-601. Member contributions. (1) ¥he-treasurer-or
ethar-appropriate—offieial-of--each--empioyer--shaii--retain

from~~the--monthly--compensatien The normal contribution of

each active member a-sum-equai--ete is 6% of his monthly

compensation or, in the case of a member first employed by
an employer as a police officer after June 30, 1979, 7 1/2%
of his  monthly compensation, excluding overtime, holiday
payments, shift differential payments, compensation time
payments, and payments in’ lieu of sick leave and annual
leave, for his services as a police officer. The--menthiy

deduction-from-the-sataries-of-potice-officers-shali-be-puid

- go-—-the-~--admintstrator--for--the--purpose--of--paying--the

recivement-atiowances-of-recired-potice-cfficerss

{2) Each eﬁployer. pursuant to secticn 414(h)(2} of

the federal Internal Revenue Code of 1954, as amended and

applicable on July 1, 1885, shall pick up _and _pay the-
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contributions which would be payable by the member under

subgsection (1) for service rendered after June 30, 1985.

{31} The member's contributions picked up by the

employer must be designated for all purposes of the

retirement system as the member's contributions, except for

the determination of a tax upon a distribution from the

retirement system. These contributions must become part of

the member's accumulated contributions but must be accounted

for separately from those previously accumulated.

{(4) The member's contributions picked up by the

employer must be payable from the same source ds ig ugsed to

pay compensation to the member and must be included in the

member's wages as defined in 19-1~102 and his monthly

compensation as defined in 19-9-104. The employer shall

deduct from the member's compensation an amount equal to the

amount of the member's contributions picked up by the

employer and remit the total of the contributions to the.

board."

Section 17. Section 19-9-1005, MCA, 1s amended ¢to
read:

"19-9-1005. Exemption from taxes. Any money received
as-a--retivement--allewanee paid in accordance with the
provisions of this chapter is exempt from any state, county,

or municipal tax except a refund paid under 19-9-304 of a

member's contributions picked up by an employer after June

~26- . ' SB 247
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30, 1985, as provided :in 19-9-601."

Seetion-18:--Section~-19-:3-6017--MEAT——is--amended-——to
reads
"i&—ia-ﬁeir——Member-caneribueiensv--fi1--Each~jenpioyEf

shaii--retain--from--the-monthiy-=zompensacion-of-each-active

member a-sum-equali-eo-F4-of-his-monthliy-compensation-for-his-

setvites-as-a-firefighter-ani-shati-repore-and--renit--on--a

monthiy-bastss _
tay--6%-—-of--the-monthiy-compensation-oaf-sach-member-co

ehe-administeator-£for-depanie-in-the-fund;-and

tb} it-sf-the-monthiy-cempensation-of-each--member—-to

the--Mentana--state-firements-asseciation—for-the-payment-—of -

premiuma--on--a—~gronp-—iife--and---accidentat---daath---and-
dismeubermene——insuranee—-poiicy--Eer-—members—qnd-to-deéray
expenses--incurred--by--the--association—-when--representing
nenbers-of-the-planr

{24—-Fhe--nermal--contribution-of-each-ac¢vive-member-is

6%~of-his-menthiy-campensatians

{233y if-a-member—-receives--compensaction—-under--the

provistons--of-~the—-Workers'‘—-compensation——Act;--Pieie-39;
chapter-Fir7-the-amsunt-received-muat-be—inciuvded-ns-pare—-of
hia---monthiy---cempensatien--far--purposes--of--determining
concributiona~-and--service--eredits--under-—the--retiremens
systems——~Eontributions--made-under-chis-sectiony-15-13-684y

and-19-13-605--must--be--based--sn--the--tabai——compensation
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received-—by-—-the~--memher--from-—his--smpiocyer-—and—from-the
werkerst--compensation--division--during---the---period---of
disabiiseys

{4)--Bach--empioyery-—puraunant--to-section-4i4{hit2y-of

the-federai-internai-Revenue-Eode-of 3547 ~as--amended--and

gppiicabkc—fen——éuiy--17——19857?—shcii--p?ckr-upfundﬁpay-the7

eentribntion:wwh&ch—ygu%d—he-paycbie—-byj-ther-mgabet-~unde:_

subsection-ti}-for-service-rendered-after-dune-385;-3985<

15¥--Fhe---memberts--contributions--picked-~up--by--che

enpinyer——must--be--designated-—for--ati--purposea--of---the

ratiren@at’-syatennqs-tha:menher%aeeentributiqnsr-ex;qpt—Ecr_

the-determination-oé-a-tax--upen--a--distribueion--from—-the

rtetirement--systemv--Fhese-contribucions-muat-becomp-part-of

the-mqnber*s—aeeqmn&abéd+cont:ihntiena—but-must—beraccounted

for-separnteiy-fron-those-previaualy-accumuiated:

fﬁjff?her-mempar*a——;onteibntians~—pickedr-up-—by--—the.

empioygrr—mcat—pg—pqiqblerﬁpen:thz;gggsrseurce:as:is~u=gd-ba

-} awicd nsatiton-to-the-member~and-mnst-be—inciuded--in--rhe

menbet*Sfo&nthi:r-pomgengatiqnfas?defined-fnfiBTiirtBlf-The

gggépxer-sha&irdedqet—-fremf—th;r—member*:——zempcnsntian——an

emount-—equal--te--the--smount-eof-the-memberts-contribntions

giehed-ap-hy-;the——gggioygt-—ahd-—remitf:ggg--tbtn&rwéfr-the

eantribnt&aqa—eq—the—bocrd:"

Seetien-19s--Sectkton-—19-13-10637y-~MEA7—~in--amended-to

read:
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139-13-1883+—-Exemption-£rom—taxess--Any-meoney-received

. as-a--retirement--alttewance paid in--accerdance-—-with--the

provisiuns—eé-this-ehuptgr—is-exeﬁpt-from—any—stater—countzy

or-—municipai--tar exeept-refunds-paid-under-i9-i3-662-of-a

memberis—-econtributions-picked-np-by-an-empieyer--after--dune

3607y-1985y—as-provided-in-19-13-6831:4

NEW SECTION. Section.ls. Extension of authority. Any
existing authority of the public employees' retirement board
or the te#chers*-rétirement board to make rules on the
subject of the provisions of this act is extended to the
provisions of this act.

NEﬁ SECTION. Section 19. Nonseverability. It is tﬁe
intent of the iegislature that each part of this act is
essentially dependent upon every cther part and if one part
is held unconstitutional or invalid, all other parts are
invalid.

NEW SECTION. Section 20. Effective date. This act is
effective July 1, 1985.

~-End-
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SENATE BILL NO. 247
INTRODUCED BY DANIELS

BY REQUEST OF THE PUBLIC EMPLOYEES' RETIREMENT BOARD

A BILL FOR AN ACT ENTITLED: "AN ACT REQUIRING A PUBLIC
EMPLOYER TO PICK UP A MEMBER'S CONTRIBUTIONS UNDER THE
PUBLIC EMPLOYEES' , TEACHERS ', HIGHWAY PATROLMEN'S,
SHERIFFS', STATE GAME WARDENS', AND MUNICIPAL POLICE
OFFICERS'y AND--PIREFIGHTERS!--GNEIFPIEDPD RETIREMENT SYSTEMS;
REQUIRING TEE EMPLOYER TO DEDUCT FROM THE MEMBER'S
COMPENSATION AN AMOUNT EQUAL TO THE AMOUNT OF THE MEMBER'S
CONTRIBUTIONS PICKED UP BY THE EMPLOYER; REQUIRING A MEMBER
TO PAY STATE AQD LOCAL TAXES ON A REFUND OF HIS
CONTRIBUTIONS; AMENGING SECTIGNS 15-30-111, 15-30-113§,
19-3-105, 19-3-701, 19-4-101, 19-4-208, 19-4-602, 19-4-70s6,
19~4-707, 19-6-402, 19-6-705, 19-7-4023, 19-7-705, 19-8-502,
19-8-805, 19-9-601, AND 19-9-1005, $9-313-60%y~———ANB

39-%3-1883+ MCA; AND PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-111, MCA, is amended to read:
"15-30-111. Adjusted gross income. (1) Adjusted gross

income shall be the taxpayer's federal income tax adjusted

gross income as defined in section 62 of the Internal

Revenue Code of 1954 or as that section may be labeled or

@ana Legisiative Councit
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