
SENATE BILL NO. 247 

INTRODUCED BY DANIELS 

BY REQUEST OF THE PUBLIC EMPLOYEES' RETIREMENT BOARD 

January 25, 1985 

January 28, 1985 

January 31, 1985 

February 15, 1985 

February 16, 1985 

February 18, 1985 

February 19, 1985 

February 20, 1985 

February 21, 1985 

February 27, 1985 

March 20, 1985 

IN THE SENATE 

Introduced and referred to 
Committee on State 
Administration. 

Fiscal Note requested. 

Fiscal Note returned. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Bill printed and placed on 
members' desks. 

Motion pass consideration. 

Second reading, do pass. 

Considered correctly 
engrossed. 

Third reading, passed. 
Ayes, 45; Noes, 2. 

Transmitted to House. 

IN THE HOUSE 

Introduced and referred to 
Committee on State 
Administration. 

Committee recommend bill be 
concurred in. Report adopted. 



March 23, 1985 

April 1, 1985 

April 1, 1985 

April 2, 1985 

Second reading, concurred in. 

On motion, taken from third 
reading and rereferred to 
Committee on Appropriations. 

Committee recommend bill be 
concurred in. Report adopted. 

Second reading, concurred in. 

Third reading, concurred in. 

Returned to Senate. 

IN THE SENATE 

Received from House. 

Sent to enrolling. 

Reported correctly enrolled. 
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Sem~ BILL NO.~ 

INTRODUCED BY~~~-----------------------------------------­
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 TO 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, 19-6-705, 

19-7-403, 19-7-705, 19-8-502, 19-8-805, 19-9-601, 19-9-1005, 

19-13-601, AND 19-13-1003, 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 , .. ,"•"•• Coun<N 
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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 obligations of the United 

States government, the state of Montana, county, 

municipality, district, or other political 

thereof; 

subdivision 

(b) interest income earned by a taxpayer age 65 or 

older 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 
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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 law which are specified as exemp.t from taxation. 

by 19-6-705; 

lhl all Montana income tax refunds or credits thereof; 

(i} all benefits paid under 19-11-602, 19-ll-604, and 

19-11-605 to retired and disabled firefighters, their 

survi_vinq spo-u.s.es and orphans~ 

(j) all benefits paid by-£irst--Gr-s@eertd-ere~s-eities 

rer under the pet~~~~s municipal police officecs 1 

retirement sys.tem pro•*ded-!e-r--by-!fi-tie--l:97 -eftapt:et"--9 tha.t 

are specified as exempt f£om taxation by 19-~-lOOS; 

(I<) gain required to be recognized by a liquidating: 

corporation under 15-31-Hl(l}(al(ii); 

(l) all tips covered by section 340·2fk) of the 

Internal Revenue Code of 195:4, as amended and applicable on 

January 1, 1983, received by persons for services rendered 

by them to patrons of p-remises l.icens-ed to provide food,. 

beveraqe, or ladginq. 

(l} In tbe case of a sbareholder of a corporation with 

respect. to w-hich. the elec.tion provided for under subchapter 

s. of the Internal Revenue Code of 19:5:4, as amended, is in 
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effe-ct but with. respec-t to which the election provided for 

under 15-31-202, as amended, is not in effect, adjusted 

gross income doe-s not include- any part cf the- corporation '.s 

undistributed taxable income, net operating loss- capital 

gains or other gains, profits, or losses required to be 

included in the share.holder 's fede-ra.I income tax adjus.te:d 

qross income by reason of the said election uode~ subchapter 

S. Howevec, th~ sharehold~r~s adjusted grass income shall 

inC'lu.de actual distributions from the corporation to the 

extent they would be treated as taxable dividends if the 

subchapter S. election we-re not in effec.t. 

f4~ A shareholder of a DISC: that is exempt from tbe 

corporation license tax under 1~-31-lOZ(l)(l) shall includ~ 

in his adjusted g.ross income the earnings and prof .l. ts. of the 

DISC in the same manner as p~ovided by federal law {section 

995, Int~rnal 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 w:ag.es and salaries for which a feder-al tax credit 

was elected under section 448 of the Internal Revenue Code 

of 1954 or as that sect ion may be labeled or amended is 

allowed to deduct the amount of auch vages and salaries paid 

regardless ot the credit take~~. Tile deduction must be ozade 

in t!l.e year tbe wages. and salaries wete used to compu.t"e the 
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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. (1) 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 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 school district; or 

(iii) a county, municipality, district, 

political subdivision of the state; 

or other 

(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 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 
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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 

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 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 

Employees' Retirement System Act that 

exempt from taxation by 19-3-105; 

(k) all benefits paid under the 

Montana Public 

are specified as 

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-ll-602, 19-ll-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-l~r~t--o~-seee"d-e%a~~-e~tie~ 

£er under the Mon~sna municipal police officers' retirement 

system p~eYide~-~or-by-the-met~opolitsn-p~iiee-lsw that are 

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

(o) all benefits not in excess of S360 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 

respect to which the election provided for under subchapter 

s. of the Internal Revenue Code of 1954, as aroended, is in 

effect but with respect to which the election provided for 

under 15-31-202 is 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 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 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 trus·ts: 

(a) any amount of income for the taxable year 

currently required to be distributed to beneficiaries for 

such year; 

-8-



1 

2 

3 

4 

5 

6 

7 

;; 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0846./01 

(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 lS-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 fund 

created under this chapter sha!% is not he~ 

ill subject to execution, garnishment, attachment, 

~tate-or-mun~e%pa±-taxe~, or any other processL 

( 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 

ill w"a~~eever--end--s"~~i--be-~~assi9nable assignable 

except as in this chapter specifically provided." 

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

"19-3·-7 01. Member's contribution to be deducted. 

ill The normal contribution of each member sha~~--be--eq~al 

to is 6% oE his compensation. ~he-eh±ef-aam±~istreti~e 
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effieer-e£-eaeh-eap~eyer-sha!!-~ed~ct-the-ee"~~i8H~~cn--from 

~he--coapensa~ien--ef-each-member-ane-~emi~-~he-tota%-ef-ehe 

eontri&~tiens-to-the-boarde 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 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 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 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) ded~et pick up the contribution of each member 

employed by him at the rate prescribed by 19-4-602 £~om-each 

~e%e~y--payme"~--fer--eeeh--payroil--peP~Od 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 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 retire·ment 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 systemr and 

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

person eligible for membership and forward his memhership 
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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 clearly indicates otherwise, the 

followin~ definitions apply: 

(1} "Accumulated contributions" means th~ sum of all 

the amounts deducted from the compensation of a member or 

paid by a member and creditl!!d to his individual account in. 

the annuity savinqs fund, together with interest. Regular 

interest shall be compu-ted and allowed to provide a benefit 

at the time of retirement. 

( 2} 11 Actuarial equivaleot"' means a benefit o-f equal 

v-alue when computed, with regular interest, on the basis o-f 

the moctality tables adopted by the retirement board. 

( 3) u-Annui ty"" means the payments made to a beneficiary 

for life which are derived from a member's accumulated 

contributions. 

(4) "Annuity reserve 11 means the present value of a.ll 

payments to be made on account of a member's annuity 

computed,. with reg.ular interest, on th-e ba:sis of the 

mortality tables adopted by the retirement boali"d.-

(5) (a) ~Averaqe final compen$ationH means the average 

of the earned compensation of a member during th,e :1 

consecu-tive yea.rs of full-time serv1.ce which yield the 

high~st average and on which contributions have been made as 

-12-
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required by 19-4-602t%t. If the earned compensation includes 

any termination pay, the member shall select one of the 

following options: 

li) 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 

compensace the system for the additional retirement benefit. 

The cont:ibutions must be made at the time the termination 

pay is received. 

(ii) ~sea yearly amount of termination pay added to 

each of the 3 consecutive years• salary used in the 

calculatio~ 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 

compensation was received to determine a yearly amount. The 

member ar.d the employer must pay the regular contribution on 

the termination pay; or 

(iii) exclude the termination pay from the average 

final corr:pensation. 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 de:erred 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) 11 Beneficiary" means a person in receipt of a 

pension, annuity, retirement allowance, or other benefit 

provided by the retirement system. 

(7) "CrP.ditable 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 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 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 received had he completed the 

full 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 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, 11 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 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) "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 thn present value of all 

payments to be made on account of a pension computed, with 

regular interest, on the basis of the mortality tables 

adopted by the retirement boa~d. 

( 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" Jieans interest at 4\ l-JE!'C anilum 

compounded annually or at such other rate as may be 

the retirement board in accordance with 19-4-501{2). 

set by 

(17} ''Retirement allowance" means the annuity plus t·he 

pension. 

(18) "Retirement boaJ:"d" means the retirement system's 

governing board provided for in 2-15-1010. 

(19) uRetirement system" means the teachers' retirement 

system of the state of Montana provided for in 19-4-102. 

{20) "Service" means the performance of sucn 

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, 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 contribution§ __ 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 am~nded 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 ~hall-~e is: 

ill 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 levy, sale, garnishment, attachment, 

or any other processL what~oeve~ and 

111 shall--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. i!l Every 

member shall be required to contribute into the account 7\ 

of his monthly salary, which shall be ded~e~ed--rrem--h±s 

8a±a~y-and deposited to his credit in the account. 

(21 Each employer, pursuant to section 414(hJ(2J 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 (l) for service rendered after June 30, 1985. 

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

employer must be _ _Q~signa~_ed ~or ___ all --~ses 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 1 s accumulated contributions but must be accounted 

for separately from those previously accumulated. 

(4) The member•s co~tributions 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 19-7-101. The employe~ shall 

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

amount of the member's contributions _Elcked ~£_-~~~ 

employer and remit the total of the contributions ~~o the 

board." 

Section 13. Section 19-7-705/ MCA, ~s amended to read: 

11 19-7-705. Exemption from taxes and legal process. Any 

money received or to be paid as a member's annuity, st2te 

annuity, or return of deductions or the rigtlt of any oi 

r.hese ~l"tai~-be ~-:__ 

J..2l exempt from any state__, county_, or municipal tax 

B:r:d except for a. refun_c:!~id under l9-7-30.:~f1)_nt a memb~'_:?_ 

ccntr ibutions pickec! -~Y an ei:Jplover aft~~ -~une JO ?~8'3 ,_ 

as provided in 19-7-403; 

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

or any other process~ w~et~oe~er and 

ill sh.e:ll---be unassign~ble except as specifica.lly 

provided in 19-7-706.'' 

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

"19-8-502. Member's contribution. ill Every member is 

required to contribute into the account a sum equal to 7% of 

his monthly salary, which sum shall be dedtleted---f"f'em.--·""::i~ 

ee:ie:t"y-e:l"'ld deposited to his credit in the acco• .. mt. 

(2) Each employer, pursuant to secti~n 414(h){2) c.t 
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the federal Internal Reven~~ Code of 1954, as amended and 

a2plicable on Jul~ 198~, shall pick up and pav the 

~?ntrib~~_!_g_ns which would be payable_ jy -~-Q_~________!l-~_!Jer __ ~ndt;£_ 

subse_~!:_-~~n ( l) for service rendered aft.cr June 30, 1985. 

ill __ The member's contributicn?_ p_icked up by th€ 

~layer mu~!- __ i)~ _ _j_esignated for al_~ .. ~.~-- ~-~ _____ the 

retirement _ ___§_y_~!-.'?~--~s the. mern_E:Jer's conL:-i.._t:ut;,_ons, ~~x_t;:_f?E~ __ f_2_£ 

!-_~e _deter~l__E:~at _ _i~Il__Of __ ~.~:;: ______ '::!.fK>~":_ a dist-ribution f_:t_::9__!:1 __ !-_~~ 

!;et i r ement _ _£'JS te~.:__ ___ _!~?-~~;-~ _S_;_?~~t.£~ but lC:0__~~~st be_com~~!:.l _ _,_;:: f_ 

the E1ember 's accumulatr.~ C!'·:J•'' ri h:Jt- in'l"' '>nr I'Tlllc:t- ~--.e ~ .... ,~c"',.'~""',..: -----------------· ~-- --~· ' - -~---=--=-- ~-=:..:::...:____::_ ___ :::::: ... :::.:::_.::: ~- .... --

tor -~~ely. frcm th-:-:;_c: ___ .i::r_~viously c.c.,;uruu~ated. 

i!l__ Thc~_J!1be!..~.-~ cent r l_b~~t_i9[·__§_ _ ____p_icked __ _.HI:__ .. 9.Y ___ !~~-~ 

empl2}'~~--~~~_l>~able fro~~he --~al?:_C: _:_~~-~cc: a~ ~---~.:.-~~~~-:·:__C2_ 

E§~_eils~ion to __ ~.~~mbt?~~9__m_~st be_jnclu_d_~G ___J_~_-.!:._t:~ 

~-~uber-~waaes. a~ d~::fined_~n lq-:_I.-lO? __ A_c~9 _ _b_L~~~ens~~ion 

as usC'-d to define his final sala:-y~'2______!J.:-~_:_!_Ol. 'I'he e_mployer 

shall deduct from the rnembe~~~-.~~nsat.i _ _?l]__i_!_~ .J.m·:J~nt_~~-

!_? ___ ~t~_._al!'~l.!~~---of_ the member_' 3 concributicn~ic_~_~.i!__~J2.__!?.Y---.!:.~£ 

~~~~--~'l...~--~ _ _r:emi ~ the total of the cent r ibut ions to the 

board." 

Section 15. Section l9-8-805f MCA, is amended to r~ad: 

"19-8-805. Exemption from taxes and legal process. Any 

money received or to be paid as a mernbe~'s annuity~ state 

annuity, or return of deductions or the right of any of 

these shall-be is: 
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1!l exempt from any state, county, or municipal tax 

aft~ 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 procesSL wfta~seeve~ and 

l1l ~hatt--b~ 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. i!l ~he-teeasarer-er 

e~b@r--appropriae~--o££icia%--o£--eaeh-emp%oyer-shai~-retain 

£rom-the-mo"thly-eompensat±on The normal contribution of 

each active member a--sttm--eqtta%--to 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 l/2% 

of his mcnthly 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. ~he-monthly 

dedaet±o~-r~om-the-~ala~ie~-of-pol±ee-off±eers-shali-be-pa±d 

to--the--admi~istrater--for--the--p~~po~e--o£---pay±~9---the 

rettreme~~-a~~owaftees-of-ret±red-pe%±ee-offieers. 

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

the federal Internal Revenue Code of 1954, as amended and 

applicable en July 1, 1985, shall pick up and pay the 
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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 mus~-~ 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 reee±'t'ed 

8S--8--~et±~ement--aliowanee 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-s~m-eqtlal-te-~\-e£-his-monthiy-eempeftsa~±eft-fo~-his 

~erv%ees--as--a--£irefiqh~er-~~d-~~a~i-report and remit on a 

monthly basis~ 

tat--6,-o£-the-mo"~hiy-eemp~nsat~oft-o£-eaeh--member--to 

~he-adm~"±strator-Eor-depe~it-i"-the-f~nd;-and 

tbt 1\ of the monthly compensation of each member to 

the Montana state firemen's association for the payment of 

premiums on .. qroup life 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 contribution of each ~ctive member is 

6% of nis monthly compensation. 

titill If a member receives compensation under the 

provisions of the Workers' Compensation Act, Title 39, 

chapter 71, the amount received must be included as pact of 

his monthly compensation for purposes of determining: 

contributions and· service cre4its und2r the retirement 

system. Contributions m.d~ under this section, 19-13-604, 

and 19-ll-605 must be b.ts~d 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. 

14! Each employer, pursuant to section 414th)l2! 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 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. 

1§) The member's contributions picked ~p 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 monthly compensation as defined in 19-13-104. The 

employer shall deduct froa the member's c?!fensation an 

amount equal to the amount of the member's contributions 

picked up by the employee and remit the total of the 

contributions to the board.w 

S~tion l~. Section 19-13-1003, MeA, is aaended to 

read:: 
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1 "19-13-1003. Exemption from taxes. Any money reee%Yed 

2 as-a--re~iremen~--ai%ewance ~ in accordance with the 

3 provisions of this chapter is exempt from any state, county, 

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

5 member's contributions picked up by an employer after June 

6 30, 1985, as provided in 19-13-601." 

7 NEW SECTION. Section 20. Extension of authority. Any 

~ existing authority of the public employees' retirement board 

9 or the teachers' retirement board to make rules on the 

10 subject of the provisions of this act is extended to the 

11 provisions of this act. 

12 NEW SECTION. Section 21. Nonseverability. It is the 

13 intent of the legislature that each part of this act is 

14 essentially dependent upon every other part and if one part 

15 is held unconstitutional or invalid, all other parts are 

16 invalid. 

17 NEW SECTION. Section 22. Effective date. This act is 

18 effective July 1, 1985. 

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

F I S C A L N 0 T E 
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 available from the Office of Budget and Program 
Planning, to members of the Legisiature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act requiring a public employer to pick up a ~ember'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 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 contributions 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%. 

fkv.J j ;fo.t"" 
BUDGET DIRECTOR 
Office of Budget and Program Planning 

Date: k__sl. t?~-
FN4:U/1 s'B:L</7 



Request No. 
Form BD-15 

FISCAL IMPACT: 

FNN 247-85 
page 2 

EFFECT ON REVENUE 

Individual Income Tax 
Totals 

Under 
Current Law 

$196,157,813 
$196,157,813 

FY 86 
Under 

Proposed Law 

$194,104,733 
$~94, 104,733 

Difference 

($2,053,08"0) 
($2,053,080) 

Current Law 

$209,890,625 
$209,890,625 

.FY 87 
Under 

Proposed Law 

$207,816,171 
$207,816,171 

Difference 

($2,074,454) 
($2,074,454) 

The loss of revenue to the general fund has been assumed in the OBPP revenue estimates. Passage of S.B. 247 would not 
alter that estimate. 

FUND INFORMATION: 

General Fund 
Earmarked Special Revenue 

Fund (Foundation Program) 
Capital Project Fund 

LONG-RANGE EFFECTS: 

$125,541,000 

$ 49,039,453 
$ 21,577,360 

$124,227,029 

48,526,18.3 
$ 21 ,351 ,521 

($1,313,971) 

($ 513,270) 
($ 225,839) 

$134,330,000 

$ 52,472,656 
$ 2.3,087,969 

$133,002,349 

$ 51' 954,, 043 
$ 22,859,779 

($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 tllan 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 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 I , TEACHERS', HIGHWAY PATROLMEN'S, 

SHERIFFS', STATE GAME WARDENS', AND MUNICIPAL POLICE 

OFFICERS',- ANB--PrRSP!SH~SRS~--HN!PfEB 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 

TO 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, 19-6-705, 19-7-403, 19-7-705, 19-8-502, 

19-8-805, 19-9-601, AND 19-9-1005, 19-13-691,----ANB 

l9-t3-l993,- 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 
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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 obligations of 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 

older 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 S3,600; 

(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 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-ll-602, 19-11-604, and 

19-11-605 to retired and disabled firefighters, their 

surviving spouses and orphans; 

(j) all benefits paid hy-r±rst--or-~eeeftd-c!a~~-e±ties 

for under the po%±eemen~~ municieal police officers' 

retirement system prov~ded-£or-~y-~±t%e-!9,-ehapter-9 that 

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

(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 dmended and applicable on 

January 1, 1983, received by persons Eor services rendered 

by them to patrons of premises licensed to provide food, 

beverage, or lodging. 

(3) In the case of a shareholder of a corporation with 

respect to which the election provided for under subchapter 

s. of the Internal Revenue Code of 1954, as amended, is in 

-3- SB 247 
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effect but with respect to which the election provided for 

under 15-31-202, as amended, is not in effect, adjusted 

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 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 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 448 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. (1) Except as otherwise provided in this 

chapter, 11 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 obligations of another state or territory or a 

county, municipality, district, or other political 

subdivision thereof, 

obligations of: 

but excluding interest income from 

( 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 rents and royalties; 

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

those gains that are excluded from gross income for federal 

-5- SB 247 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0247/02 

fiduciary income tax purposes by section 64l(c) of the 

Internal Revenue Code of 1954r as amended; 

(f) gross profit from trade or business; and 

(g) refunds recovered on federal income taxr 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 

depletion which is deductible for 

according to sections 167, 611, and 

Revenue Code of 1954, as amended; 

of depreciation or 

federal tax purposes 

642 of the Internal 

(d) charitable contributions that are deductible far 

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(gJ of the 

Internal Revenue Code of 1954, as amended, if such expenses 

were not claimed as a deduction in the determination of 

-6- SB 247 
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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 

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 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 Public 

Employees' Retirement System Act that are specified as 

exempt from taxation by 19-3-105; 

(k) all benefits paid under the Montana 

patrolmen's retirement syStem t.hat are specified as 

from taxation by 19-6-705; 

highway 

exempt 

(1) Montana income tax refunds or credits thereof; 

(m) all benefits paid under 19-11-602, 19-ll-604, and 

19-11-605 to retired and disabled firemen or their surviving 

spouses or children~ 
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(n) all benefits paid ey-E±rst--or-~@~o~d-e%ass-e~e~~~ 

for under the Montana municipal police of:icers' retirement 

system p~o¥~ded-Eor-by-the-metrope%±tan-po±±ee-iew 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 

respect 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 is 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 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 created as taxable 

dividends if the subchapter S. election were not in effect. 

14) The following additional deductions shall be 

allowed in deriving taxable income of estates and trusts: 

(a} any amount of income for 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 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 fund 

created under this chapter ~hail is not be~ 

l!l subject to execution, garnishment, attachment, 

~t~~~-o~-m~"±e±pa~-taMe~, or any other processl 

E_L subject to state, county, -~or municipal taxes 

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

contributions ..e_icked uo by an employer after June 30, 1985, 

as provided in 19-J-701; or 

ill what~oe~er-and-~~a~~--be--tlMa~~~qnabie 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. 

l!l The normal contribution of each member ~hai~-be-eq~at 

to is 6% of his compensation. P~e--en~e~--odm±n±~t~at~~e 
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eff±eer--o£-eaeh-empieyer-~hai+-~e~tlet-the-eontribtttion-frem 

the-eompe~~ation-e£-eaeh-mem~e~-and-rem±t-the-~ota±--e£--ene 

eontr±b~t±o"e--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 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 (l) for service rendered after June 30, 1965. 

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

employer must be designated for all purposes of the 

retirement system as the member 1 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 mu~t 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 memb~r and mus~ be included in the 

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

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

rnembtH·' s cont-ributions 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} de~~e~ pick up the contribution of each member 

employed by him at the rate prescribed by 19-4-602 ~~om-eaeh 

saiary-payment-for-eaeh--payroi±--per±od 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; 

(3} keep records and, as required by the retirement 

board, furnish information to the board that is required in 

the discharge of the board 1 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 retirement system; and 

(6) notify the retirement board 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 1n this chapter, 

unless the context clearly indicates otherwise, the 

following definitions apply: 

(1) ''Accumulated 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. 

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

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

the mortality tables adopted by the retirement board. 

(3J "Annuity" means the payments made to a beneficiary 

for life which are derived from a member's accumulated 

contributions. 

(4) 1'Annuity reserve" means the present value of all 

payments to be made on account of a ~ember'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 yield the 

highest average and on which contributions have been made as 
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required by 19-4-602tit. If the earned compensation includes 

any termination pay, the member shall select one of the 

following options: 

(i) use the total termination pay in the calculation 

of the 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 

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 

final compensation. No contribution is required 

the employer or member. 

the average 

of either 

(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" is that se~vice defined by 

19-4-401. 

(a) "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 member. The earned compensation of a member who had less 

than 3 consecutive years of full-time service during the 

years preceding his retirement is ~he 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 compensat~on, pay, or 

salary which he would have received had he completed the 

full year, except that any terrn:nation pay, as defined in 
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subsection (5)(b}, received by the m€mber is limited to the 

amount actually paid and is not the amount he would have 

earned had he completed the full year. 

( 9) "Employer 11 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 11 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 provisions cf 

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 
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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 basis of the mortality tables 

adopted by the retirement board. 

(15) "Prior service 11 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. 

119) 0 Retirement system'' means the teachers' retirement 

system of the state of Montana provided for in 19-4-102. 

( 20) 11 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 annui~y savings fund is a fund in which 
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the contributions £rom fo~ 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: 

Ill ill Each employer.L. s~ai~---a~d~e~---f~em---~he 

eompen~eeion-e£-eaeh-~etiYe-member-on-the-payroii--£or--e~eh 

payroii--per±ed--on--end-~tte~e~~ent-to-the-~ate-on-whieh-the 

member-beeame-a-member-an-amotlnt--eq~al--to--1o844~--o£--the 

m~m&er~9--earned--eompensat±en ~rsuant to section 414(hJ(21 

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 

this section for service rendered after June 30, 1985. 

(b) The member's contributions picked UE~~ 

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. 

(c) The member's contributions picked up ~"~~ 

employer must be payable from the same source as 1s used to 

pay compensation to the member and must be included in the 
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member's wages as defined ln 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. 

t~t~ The deductions shall be made notwithstanding 

that the minimum compensation provided by law for a member 

may be Ieduced 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 whatsoever for the services 

rendered by the member during the period covered by the 

payment, except as to the benefits provided by the 

retirement system. 

f3till In addition to the normal contributions 

d~rltteted-irem-eempe~~et±o~ and subject to the approval of 

the retirement board, any member may redeposit in the 

annuity sav1ngs fund, by a single payment or by an increased 

rate of contribution, an amount equal to any accumulated 

contributions which he has previously withdrawn, 

interest in the amount the contributions would have 

had the contributions not been withdrawn. 

plus 

earned 

t4till The accumulated contribtttions of a member 

withdrawn by him or paid to his estate or to nis designated 
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beneficiary in event of his death shall be paid from the 

annuity savings fund. Upon the .retirement of a member, his 

accumulated contributions shall be transferred from the 

annuity ~avings fund to the pension accumulation fund.'' 

Section 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 contributions and cash 

and securities in the various funds of the retirement system 

are l'l:t!r-e~y_:. 

1!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: 

1!1 aftd---sfta~~ not he subject to execution, 

garnishment, attachment by trustee process or otherwise, in 

law or equity, or any other process whe:t~oe·~''er_!_ and 

ill she±l---be unassignable except as specifically 

provided in this chapter." 

(1) 

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

"19-4-707. Increase in allowances of certain retirees. 

On July l, 1977, every beneficiary receiving a 

retirement allowance who was receiving such al:owance prior 

to July 1, 1971, will be entitled to an ·increase in his 

-19- SB 247 

l 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

1J 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0247/02 

monthly retirement allowance of $1 per month for each year 

of creditable service plus $2 per month 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 mult1pl1ed by a fraction, 

the numerator of which is the number of years of his 

creditable service and the denominator cf which is 30. 

{2) The funds to pay for the increases in retirement 

allowances prescribed in subsection (l) shall be provided as 

follows: 

(a) one-half from an increase, sufficient for the 

purpose, in the payroll deduction provided for in 

19-4-602t±t; 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. ill Every member 

shall be required to contribute into the account a sum equal 

to 6 1/2% of his monthly salary, which sum shall be d.ll!dtteted 

£rom--~±s-saiary-~"d deposited to his credit in the account. 

111___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 
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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 ~ystem 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 

~ 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 deductions or the right of any of 

these sha%%-b~ is: 

1!1 exempt from any state, county, or municipal tax 

at"!d except for a refund ~_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 levy, sale, garnishment, attachment, 

or any other processL whatsoe~er and 

ill sha±l---b~ 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. ill Every 

member shall be required to contribute into the account 7't 

of his monthly salary, which shall be derl~eted-£~oM-~i~ 

sa%ery-end deposited to his credit in the account. 

(2) Each employer, ~suant to section 414(h)(2) of 

the federal Internal Revenue Code of 1954, as amended and 

applicable on July 1, 1985, shall pic~ 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 contribut~ons picked up by t~ 

employer must be designated for all purposes of the 

re_tirernent system as the member's cont:r ibu~ions, exc":.E!_~ 

the determ1nat1on of a tax upon a distribution from :he 

retiremen~ 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 19-7-101. The employer shall 

deduc~ 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 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 ~h8%i-be is: 

ill exempt from any state, county, or municipal tax 

aftd 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~ whatsoe~er and 

lll shai%--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. ill Every member is 

required to contribute into the account a sum equal to 7% of 

his monthly salary, which sum shall be de~~eted-from-"±s 

salary-and deposited to his credit in the account. 

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

applicabl~ 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 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 contributions 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 ~"a~±-be is: 
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1!1 exempt from any state, county, or municipal tax 

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

c_ontr ibut ions picked up by an employer after June 30, 1965, 

as provided in 19-8-502; 

(2) exempt from levy, sale~ garnishment, attachment, 

or any other processL w~at~oever and 

ill e~a±l---be unassignable except as specifically 

provided in 19-8-806. 1
' 

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

"19-9-601. Member contributions. ill ~ne-trea!lurer-or 

ether-appropr~~te-o£~~eiai-of--eaeh--empioyer--sha%%--retain 

£rom--the--month%y--eompensa~±on The normal contribution of 

each active member e-~um-eqttal--to 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. ~he--mo~thiy 

~e~~e~ion-t~om-ehe-~a±a~±e~-of-po±iee-o~fieer~-sha±±-be-pa±d 

~o---the---admi~±~trato~--fo~--~he--p~rpose--of--pay~~9--ehe 

~e~~remefte-a±iowanee~-of-retired-po±±ee-offiee~~· 

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

the federal Internal Revenue Code of 1954, as amended and 

aoplicaDle on July 1,_ 1985, shall pick up and pay the 
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contributions which would be payable by the member under 

subsection (~ for service rendered after June 30, 1985. 

l!) The member's contributions picked up by the 

employer must be designated for all purposes of the 

retirement syst_ern 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 em~loyer 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. 11 

Section 17. Section 19-9-100':.., M.CA, is amended to 

read: 

"19-9-1005. Exemption from taxes. Any money r-t!et!ived. 

a~-~--~e~±remen~--aiiowanee paid in accordance with the 

provisions of this chapter is exempt from any state, countv, 

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

memb~r's contributions picked up by an employer after June 

-26- SB 247 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0247/02 

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

See~io~-ta.--seet±on--±9-±3-68±,--MeA,--i~--amend~d--to 

read-:-

•±9-±~-66to--Member-contrib~tion~~--t%t--EaeM--em~±oyer 

afta~±--re~ain--~rom--the-month±y-eompense:tion-o£-eaeh-aeti¥e 

member a-~~m-eq~a±-to-7%-of-h±~-monthiy-eompense:t~on-£or-his 

serviees-as-a-£±re£i~hter-and-shai±-report-and--rem±t--on--a 

monthiy-basis-:-

tat--6t--o£--the-month±y-eompensat±on-o£-each-member-to 

tfte-adm±n±strator-for-depos±t-±n-the-£tlndt-and 

tbt %%-of-the-month±y-compensation-o£-eaeh--member--to 

the--Montana--state-£±remen~s-assoe±at±on-£or-the-payment-o£ 

prem±~ms--on--a--gro~~--%i~e--aftd---aecid~ntal---death---and 

dismemberment--instt~aftee--pe~iey--£or--members-an~-to-de~ray 

expenSes--incnrred--by--tfte--assoeiat±on--wMen--repre~entin9 

members-of-the-pian~ 

tit--~he--normai--contribntion-ot-eaen-aetiye-member-i~ 

6%-o£-hi~-me~th~y-eompen3ationo 

titfii T£-e-member--receive~--com~e~3atio~--dnder--th~ 

provis±ens--o£--the--wor~er~~--eompensation--Act,--~~~~e-397 

chapter-Tlt-the-amonnt-reeeiwe~-mHst-be-inc~aded-a~-part--o£ 

his---monthiy---compensation--£or--pnrpo~es--o€--determin±ng 

eontr±bnt±on~--and--ser¥±ee--ered±ts--nnder--th~--ret±rement 

system~---eontribntions--made-Hnder-t~is-seet±on1-i9-~3-664 7 

and-19-13-665--mnst--be--based--on--tbe--total--~ompensation 
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rece±~ed--by--the--member--£rom--his--employer--and-£rom-the 

wor~ersL--compensation--d~~~~~en--d~rinq---the---per~ed---o€ 

d±~ab±~ityo 

t4t--Baeh--emp%oyer,--p~rs~a~~--to-~eet±on-4i4th±tit-e£ 

the-£edera!-Tnee~na%-Re¥en~e-€ode-ot-!954,--as--~mended--end 

appiicable--en--an!y--r,--r985,--snal!--p±ek--np-and-pay-e~~ 

eontr±bntiens-wh~eft-wo~!d-be-payab%e--by--ehe--member--nnder 

~ttbee~t±on-trt-£or-serv~ee-rendered-after-anne-397 -!985o 

tSt--~ne---memberLs--eentribnt±ens--pic~ed--Hp--by--the 

employer--m~se--be--des±qnated--for--a%%--pttrpeses--e£---the 

retirement--system-as-the-member~s-eontr±btttions7 -exeept-for 

tne-determ~nation-o£-a-tax--ttpon--a--dist~±b~t±on--£rom--tfte 

retirement--system.--~hese-eontribtttions-mttst-beeome-part-of 

t~e-memberLs-aecttmtt!ated-eontribtttions-bttt-mttst-be-aeeottnted 

£er-separate!y-from-tftose-pre~±otts~y-aecttmttlatedo 

t6t--~he--member~s--eontribttt±ons--pieked--ttp--by---tfte 

emp±oyer--mns~-be-payabie-from-the-same-sottrce-as-±s-ttsed-to 

pay-compensat±on-to-the-member-and-mn~t-be-inelttded--in--the 

member~s--mont~~y--eompen~~tion-a~-eef±ned-in-t9-i3-~94o-~he 

emp~oyer-3ha±l-dedttet--£rom--the--memberL~--eompensat±on--an 

amonnt--eq~ai--to--~he--amottnt-o£-the-membe~L~-eofttr±btttiens 

p±e~ed-ttp-by--the--emp±oyer--end--remit--the--teta%--o£--the 

eont~±btltiens-to-the-board~u 

Seetion-~9o--Seet~on--~9-i3-l9937--MEA,--±s--amen~ed-to 

read-:-
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l at~-r3-%993T--Ex~mp~io~-from-~axeso--Any-money-reeei~ed 

2 as-a--ret±remeftt--aiiowanee pa~d ±n--aeee~danee--w±th--the 

3 prov±e±one-o£-this-ehapter-is-exemp~-f~om-any-stater-eo~nty7 

4 or--mttnieipa~--eax exeept-r@fttnds-pai~-ttnder-±9-±3-69~-o£-a 

5 mem8erLe-eontribtltione-pieked-ttp-by-an-emp±orer--after--a~ne 

6 39r-~985r-ss-provided-in-~9-%3-6&ioH 

7 NEW SECTION. Section 18. Extension of authority. Any 

8 existing authority of the public employees• retirement board 

9 or the teachers' retirement board to make rules on the 

10 subject of the provisions of this act is extended to the 

11 provisions of this act. 

12 NEW SECTION. Section 19.- Nonseverability. It is the 

13 intent of the legislature that each part of this act is 

14 essentially dependent upon every other part and if one part 

15 is held unconstitutional or invalid, all other parts are 

16 invalid. 

17 NEW SECTION. Section 20. Effective date. This act is 

18 effective July 1, 1985. 

-End-
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SENATE BILL NO. 247 

INTRODUCED B~ 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', HIGHWA~ PATROLMEN'S, 

SHERIFFS', STATE GAME IIARDENS' , AND MUNICIPAL POLICE 

OFFICERS'T ANB--PfRBPf8H~BRS~--8NfPfBB RETIREMENT SYSTEMS; 

REQUIRING THE EMPLO~ER 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 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, 19-6-705, 19-7-403, 19-7-705, 19-8-502, 

19-8-805, 19-9-601, AND 19-9-1005, t9-t3-68tT----AN9 

t9-l3-t883T 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 aay 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 obligations of 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 

older 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 

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 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 or credits thereof; 

(i) all benefits paid under 19-ll-602, 19-11-604, and 

19-ll-605 to retired and disabled firefighters, their 

surviving spouses and orphans; 

(j) all benefits paid by-£t~st--o~-seeond-e±sss-etttes 

£or ~ the pel~eemen~s municipal police officers• 

retirement system pro¥tded-£or-by-~tt~e-l97-ehspte~-9 ~ 

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

(k) gain required to be recognized by a liquidating 

corporation under l5-31-113(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 corporation with 

respect to which the election provided for under subchapter 

~s • .gf tAe Inter-nal Revenue Code of 195-4, .. as amended, is in 
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effect but with respect to which the election provided for 

under 15-31-202, as amended, is not in effect, adjusted 

gross income does not include any part of the corporation's 

undistributed taxable income, net operating loss, capital 

gainR 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 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 ~or 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 y<lar the wages pnd )!alaries ,)<'ere .,used to compute tbe 
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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 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 school _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 proper~y, 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 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 liabilitye 

(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 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 
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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 

Code of 1954, as· amended: 

the Internal -Revenue 

(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 losses 

that are deductible on the decedent's final- return; 

lhl 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 

patrolme_n·Js retirement system that are specified as exempt 

from taxation by 19-6-705; 

(1) Montana income tax refunds O[ credits thereof; 

(m) all benefits paid under 19-ll-602, 19-11-604, and 

19-11-605 to retired and disabled firemen or their surviving 

spouses~ or childr-en; 
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( n) all benet its paid by~rt:ut--ot"-seeend-e'l:a,,-eities 

£or under the Mo~tana municipal police officers' retirement 

. sys·tem ~'t'ev1::de-d-£et"-by-t:he-meerepo~itan--po%iee-law that a·re 

specified as ex-empt from tarat-ion by 19-9-1005; 

(0) all beriefits not in excess of $360 received as an 

annuity, pen·sion, or endowment under private or corporate 

retirement plans or systems. 

(3) In the case of a shareholder of a corporation with 

respect to whi~h the election provided for under subchapter 

s.. of the ·Internal Revenue Code of 19-54, as amended, is in 

effect but with respect to which the election provided for 

under 15-31-202 is 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 requi r·ed to be included in the 

shareholder's federal income tax net income by teason of the 

electton under subchapter S. However, the shareholder's net 

income shall include a-ctual distribution from the 

corporation to the extent it would be· treated as taxable 

di-vidends 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 for the taxable year 

currently required to be distributed to beneficiaries for 

such· y-ea-r: 
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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 fund 

created under this chapter sha%1 is not be~ 

i!l subject to execution, garnishment, attachment, 

seate-er-mttftte~pa±-~axes7 or any other processL 

(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 

i!l whatsoewer-and-shal±--~e--ana~~*gnahle assignable 

except as in this chapter specifically provided.~~ 

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

11 19-3-701. Member's contribution to be deducted. 

i!l The normal contr-ibution of each member shal%-~e-eqaai 

te is 6% of his compensation. ~fte--eh~ef--ad~~n~strat~ve 
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effieer--e£-eaeh-eapieyer-shaii-ded~et-the-eent~ib~tien-£~em 

~fte-eempensa~ien-of-eaeh-memheP-and-~emi~-ehe-~e~a~--eE--the 

cont~ibd~ions--to--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 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 (l) for service rendered after June 30, 1985. 

(3) The member'~- -~_o_!!_~~!_}:)~_t;_ion~_ picked up by the 

employer must be designated for all purposes of the 

retirement system as the member's ·contributions, except far 

the determination of a tax upon a distribution from the 

retirement systeme 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 co-ntributions 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 defined in 19-3-104. The employer shall deduct from the 
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membe_r' 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~" 

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

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

(1) dedact pick up the contribution of each member 

employed by him at the rate prescribed by 19-4-602 frOBt-eaeh 

sa%ary-peyaeft~-!e~-eaeh--p8yreii--period and transmit the 

contribution each month to the secretary of the retirement 

board; 

(2) P<IY 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) ke~~ records and# as required by the retirement 

board ... f·urnish information .to the board that is- required in 

the discharg~ of the-board's duties: 

{4) upon the employment of a ~.rson who is required to 

beco~ a member of the reti'rement system, inform him of his 

rights and ~ligat-ions 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 retirement system; and 

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

per~on eHgip~e. for m~l!lbs.rshi,.p.aQ.d fQr.ward h.ts memi>t>rship· 
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application to the boatd." 

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

"19-4-101. Dt!finitiorls. As used in this chapter, 

unless the context clearly indicates otherwise, the 

following definitions apply: 

( 1) "Accumulated contribUtions" means the sum of all 

the amounts dedu.cted from- the compensation of a member or 

paid by a member and credited to his individual account in 

the annuity savings fund, together with interesta Regular 

interest shall be computed and-· allowed to p-rovide a benefit 

at the time- of retirement. 

(2) nActuarial equivalenttt means a benefit of equal 

valu-e- when computed, with regUlar interest, on the "basis of 

the mo~tality tables adopted by the retirement board. 

(3) '"Annuity" means the !"'yments made to a beneficiary 

for life which are derived from a member's accumulated 

contributions". 

( 4) "Annuity reserve" means the present value of all 

payments to be made on account of a member's annuity 

computed, with regular interest, on the basis of the 

mortality tables adopted by the retirement board. 

(5) (a) "Average final compensa'tion" means the average 

of the earned compensation of a member dur inq the 3 

consecutive years of full-time service which yield the 

high@S't average··and ·an Which conti'ibufions have been made as 
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required by l9-4-602t%t. If the earned compensation includes 

any termination pay, the member shall select one of the 

following options: 

(i) use the total termination pay in the calculation 

of the 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 

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, termina·tion 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 wo·rked 

other than compensation received while on sick leave o~ 

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" is that service defined by 

19-4-401. 

(8) 11 Earned compensation 11 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 aqr.eement 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 

hous"ing 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 s 

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 yea·r is. the compensation, pay, or 

s.alary which he would have received had he completed the 

full year, except that any termination pay, as· defined in 
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subsection (S)(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) 11 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 who has an individual 

account in the annuity sa~ings fund. An active membe[ is a 

person included under the provisions of 19-4-302. An 

inac~ive member is a person included under the provisions of 

19-4-JOJ. 

{12) ·"Part--time service" means service which is less 

than full-time ·or which tot·als 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. 

(131 "Pensi"on11 means the payments made to a b&Ref.iciary 
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for life which are paid out of the pension accumulation 

fund. 

(14} 11 Pension reserve" means the present value of all 

payments to be made on account of a pension computed, with 

regular interest, on the basis 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 l, 1937. 

(16) "Regular interest" means interest at 41; 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 J "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 pr.ovisioils of 19-4-.3'02. • 

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

"19-4-602. Annuity savinqs fund -- member's 

cont-rib.ut.i-on.. The annuitY savia95 fund is a iund in w-hich 
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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) 1!1 Each employerL shaii---ded~et---£rom---the 

eom~enset±on-of-eaeh-aeeive-membe~-eft-~he-pay~e%%--£er--each 

payro!l--period--en--and-subseq~ene-eo-the-da~e-on-which-the 

member-became-a-member-an-amo~ne--equa!--~o--~T844,--oE--the 

member~s--earnee--eempenset%en 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 

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 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. 

(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 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 1 s contributions picked up by the employer and remit 

the total of the contributions to the retirement board. 

tit~ 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 

consent to the deductions prescribed by this section, and 

payment of salary or compensation less the deductions is a 

complete discharge of all claims whatsoever for the services 

rendered by the member during the period covered by the 

payment, except as to the benefits provided by the 

retirement system. 

f3till In addition to the normal contributions 

d:edtsetec1-£t"om-c:ompensation 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. 

t4till 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 fund. Upon the retirement of a member, his 

accumulated contributions shall be transferred from the 

annuity savings fund to the pension accumulation fund." 

Section 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 

retire•ent system and the accumulated contributions and cash 

and securities in the variow.s funds of the reti.relrient system 

are hereby.!_ 

1!1 exempted from any state, county, or municipal tax 

of the state of Montana except for a refun.d 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; 

ill and---shall not loe subject to execution, 

garnishment, attactuaent by trustee process or o_therwise, in 

law or equity, or any other process wftft~soeverL and 

111 shall---be unassignable except as specifically 

provided in this chapter." 

(1) 

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

"19-4-707. Increase in allowances of certain retirees. 

on July 1, 1977, every beneficiary receiving a 

retirement allowance who was receiving such allowance prior 

to July 1, 1971, will be entitled to an increase in his 
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monthly re~irement allowance of $1 per month for each year 

of creditable service plus $2 per month 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) Th~ funds to pay for the increases in retirement 

allowances prescribed in subsection (1) shall be provided as 

follows: 

(a) one-half from an increase, sufficient for the 

purpose, in the payroll deduction provided for in 

19-4-662tlt; 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. l!l Every member 

shall be required to contribute into the account a sum equal 

to 6 l/2% of his monthly salary, which sum shall be ded~eted 

from--his-saiary-aftd 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 
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subsection (1) for service rendered after June 30, 1985. 

(l) 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 deductions or the right of any of 

these shall-be is: 

1!1 exempt from any state, county, or municipal tax 

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

contri·butions picked up by an employl!r after June 30, 1985, 

-21- SB 247 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0247/02 

as provided in 19-6-402> 

(2) exempt from levy, sale, ga~nishment, attachment, 

or any other processL wfta~~eever and 

111 shaii---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!1 Every 

member shall be required to contribute into the account 7\ 

·of his monthly salary, which shall be dedtteeed-£rom-h;,s 

s-a:J:ary-and deposited to h-is 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 

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

the 

of the 

retirement· system as tne member's contribUtions, except for 

the determination of a tax upon a dlstribution from the 

retirement system. These contributions must become part of 

the member's accumulated contributions but must be. accounted 

for separately from those previously accumufated. 

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

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

pay compensation 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 contributions to the 

~H 

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

"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 sha~i-be is: 

1!l exempt from any state, county, or municipal tax 

aftd except ·tor 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 19-7-40·3; 

(2) exempt from levy, sale, garnisr~ent, attachment, 

or a-ny other process 1. wfte~soe¥er and 

111 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. Member's contribution. ill Every member is 

required to contribute into the account a sum equal to 7% of 

his monthly salary, which sum shall be ded~et~d-from-his 

salary-and deposited to his credit in the account. 

(2) Eaeh··empl:oyer, pBrsuant to ·section "4l4fh)(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 paya-ble 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 

empl~yer 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·l9-l-102 and his CO!p!nsation 

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 contributions 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 retur·n of deductions or the right of any of 

these-shdll-be is: 
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i!l exempt from any state, county, or municipal tax 

an6 except for a refund paid under 19-8-503 of the member's 

contributions picked up by an employer after June 30, 198S, 

as provided in 19-8-502; 

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

or any other processL. vftaesoever and 

1ll shall---be unassi9nable except as specifically 

provided in 19-8-806." 

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

''19-9-601. Member contributions. i!l ~he-ereas~re~-er 

other-app~opr~ate-ofEieial-e!--eaeh--empioyer--sha%%--retain 

from--the--menthly--cempensatton The normal contribution of 

each active member a-s~m-e~~al--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 l/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. ~he--men~ft%y 

ded~etion-£~om-the-salaries-oE-po%~ee-o££ieers-sha%%-be-paid 

te---th@---administrater--£or--the--purpos@--o£--payinq--the 

~eeirement-a%iowanees-of-retired-~ei~ee-e££ieers. 

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

the federal Internal Revenue Code of 1954, as amended and 

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

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

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 reee±ved 

as-a--ret~rement--al±evanee ~ 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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SB 0247/02 

1 •t9-i3-i663?--Bxemption-£ram-taxesT--Any-meftey-reeeiyed 

2 as-a--retirement--aiievanee ~ in--aeeerdanee--wi~h--~he 

J ~roYisiens-e£-thts-ehapter-~s-exempt-£rom-any-state7-ee~ntt7 

4 or--muftieipai--tax exeept-re£unds-paid-uftder-i9-i3-68i-of-a 

5 member~s-eentributions-p*e~ed-up-by-an-emp%eyer--a£ter--dune 

6 36T-i9857-as-provided-in-i9-i3-68iT8 

7 NEW SECTION. Section 18. Extension of authority. Any 

8 existing authority of the public employees' retirement board 

9 or the teachers' retirement board to make rules on the 

10 subject of the provisions of this act is extended to the 

ll provisions of this act. 

12 NEW SECTION. Section 19. Nonseverability. It is the 

ll intent of the legislature that each part of this act is 

14 essentially dependent upon every other part and if one part 

15 is held unconstitutional or invalid, all other parts are 

16 invalid. 

17 NEW SECTION. Section 20. Effective date. This act is 

18 effective July l, 1985. 

-End-

-29- SB 247 



49th Legislature SB 0247/02 

1 SENATE BILL NO. 247 

2 INTRODUCED BY DANIELS 

3 BY REQUEST OF THE PUBLIC EMPLOYEES' RETIREMENT BOARD 

4 

5 A BILL FOR AN ACT ENTITLED: "AN ACT REQUIRING A PUBLIC 

6 EMPLOYER TO PICK UP A MEMBER'S CONTRIBUTIONS UNDER THE 

7 PUBLIC EMPLOYEES I , TEACHERS', HIGHWAY PATROLMEN'S, 

8 SHERIFFS', STATE GAME WARDENS', AND MUNICIPAL POLICE 

9 OFFICERS'T ANB--PIRBPISH~BRS~--HNIPIBB RETIREMENT SYSTEMS; 

10 REQUIRING THE EMPLOYER TO DEDUCT FROM THE MEMBER'S 

11 COMPENSATION AN AMOUNT EQUAL TO THE AMOUNT OF THE MEMBER'S 

12 CONTRIBUTIONS PICKED UP BY THE EMPLOYER; REQUIRING A MEMBER 

13 

14 

TO PAY STATE AND LOCAL TAXES ON A REFUND OF HIS 

CONTRIBUTIONS; AMENDING SECTIONS 15-30-111, 15-30-136, 

15 19-3-105, 19-3-701, 19-4-101, 19-4-208, 19-4-602, 19-4-706, 

16 19-4-707, 19-6-402, 19-6-705, 19-7-403, 19-7-705, 19-8-502, 

17 19-8-805, 19-9-601, AND 19-9-1005, i9-i3-69i7----ANB 

18 i9-B-i993, MCA; AND PROVIDING AN EFFECTIVE DATE." 

19 

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

21 Section 1. Section 15-30-111, MCA, is amended to read: 

22 "15-30-lll. Adjusted gross income. (1) Adjusted gross 

23 income shall be the taxpayer's federal income tax adjusted 

24 

25 

gross income as defined in section 62 of the Internal 

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

~n• , .. ,.,.c, .. c~~• 

REFERENCE BILL 

There are no changes in S B 247 and will 
not be reprinted. Please refer to yellow 
or blue copy for complete text. 


