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F\EO,Uf?T o~ THE TEACHERS.· R7zRE~E~T.·.· BOARD ~· 

rv ~ ~if7crcy»4 Ko--
A BILL FOR AN ACT ENTITLED: "AN ~EjLY~ THE LAWS RELATING TO THE 

TEACHERS' RETIREMENT SYSTEM; CLARIFYING COMPENSATION THAT MAY BE USED IN THE 

CALCULATION OF RETIREMENT BENEFITS; CLARIFYING THE DEFINITIONS OF AVERAGE FINAL 

COMPENSATION AND EARNED COMPENSATION; CLARIFYING QUORUM REQUIREMENTS FOR THE 

TEACHERS' RETIREMENT BOARD; CLARIFYING THAT ELECTED COUNTY SUPERINTENDENTS ARE 

PROHIBITED FROM BECOMING ACTIVE MEMBERS OF THE PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

BUT MAY ELECT MEMBERSHIP UNDER THE TEACHERS' RETIREMENT SYSTEM; CLARIFYING THE LIMITS 

ON EARNINGS OF MEMBERS ON DISABILITY RETIREMENT; LIMITING COMPENSATION AS REQUIRED 

UNDER THE INTERNAL REVENUE CODE; AUTHORIZING TRANSFER OF RETIREMENT CONTRIBUTIONS; 

ELIMINATING THE REQUIREMENT TO OFFER A TAX-DEFERRED ANNUITY PROGRAM; CLARIFYING 

APPLICATION OF FAMILY LAW ORDERS TO THE TEACHERS' RETIREMENT SYSTEM; AMENDING 

SECTIONS 19-2-907, 19-20-101, 19-20-203, 19-20-302, 19-20-602, 19-20-706, AND 19-20-904, MCA; 

REPEALING SECTION 19-20-207, MCA; AND PROVIDING EFFECTIVE DATES." 

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

20 

21 Section 1. Section 19-2-907, MCA, is amended to read: 

22 "19-2-907. Alternate payees -- family law orders. ( 1) A participant in a retirement system may 

23 have the participant's rights modified or recognized by a family law order. 

24 (2) For purposes of this section: 

25 (a) "participant" means a member or an actual or potential beneficiary, survivor, or contingent 

26 annuitant of a retirement system designated pursuant to Title 19, chapter 3, 5, 6, 7, 8, 9, 13, or 17,ef 

27 2Q; and 

28 (b) "family law order" means a judgment, decree, or order of a court of competent jurisdiction 

29 under Title 40 concerning child support, parental support, spousal maintenance, or marital property rights 

30 that includes a transfer of all or a portion of a participant's payment rights in a retirement system .to an 
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alternate payee in co11pliance with this section. 

2 13) A family law order must identify an alternate payee by full name, current address, and social 

3 security number. An alternate payee's rights and interests granted in compliance with this section are not 

4 subject to assignment, execution, garnishment, attachment, or other process. An alternate payee's rights 

5 or interests may be modified only by a family law order amending the family law order that established the 

6 right or interest. 

7 141 A family law order may not require: 

8 (a) a type or form of benefit, option, or payment not available to the affected participant under the 

9 appropriate retirement system; or 

10 (b) an amount or duration of payment greater than that available to a participant under the 

11 appropriate retirement system. 

12 (5) A family law order may only provide for payment to an alternate payee as follows: 

13 (a) Service retirement benefit payments or withdrawals of member contributions may be 

14 apportioned by directing payment of a percentage of the amount payable or payment of a fixed amount of 

15 no more than the amount payable to the participant. 

16 (bl The maximum amount of disability or survivorship benefits that may be apportioned to alternate 

17 payees is the monthly benefit amount that would have been payable on the date of termination of service 

18 if the member had relired without disability or death. 

19 (c) Retirement benefit adjustments for which a participant is eligible after retirement may be 

20 apportioned only if existing benefit payments are apportioned. The adjustments must be apportioned in the 

21 same ratio as existin~I benefit payments. 

22 (d) Payments must be limited to the life of the appropriate participant. The duration of payments 

23 to an alternate payee may be further limited only to a specified maximum time, the life of the alternate 

24 payee, or the life of cl specified participant. Payments to an alternate payee may be limited to a specific 

25 amount per month if the number of payments is specified. The alternate payee's rights and interests 

26 survive the alternate payee's death and may be transferred by inheritance. 

27 (el The partic:ipant may be required to choose a specified form of benefit payment or designate a 

28 beneficiary or contingent annuitant if the retirement system allows for that option. 

29 (6) The board may assess a participant or an alternate payee for all costs of reviewing and 

30 administering a family law order, including reasonable attorney fees. The board may adopt rules to 
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implement this section." 

2 

3 Section 2. Section 19-20-101, MCA, is amended to read: 

LCO529.O1 

4 "19-20-101. Definitions. As used in this chapter, unless the context clearly indicates otherwise, 

5 the following definitions apply: 

6 { 1) "Accumulated contributions" means the sum of all the amounts deducted from the 

7 compensation of a member or paid by a member and credited to flis the member's individual account in the 

8 annuity savings fund, together with interest. Regular interest 5fla!t must be computed and allowed to 

9 provide a benefit at the time of retirement. 

10 (2) "Actuarial equivalent" means a benefit of equal value when computed, with regular interest, 

11 on the basis of the 1971 Group Annuity Mortality Table, with ages set back 4 years and an interest rate 

12 of 8% compounded annually. 

13 13) "Annuity" means the payments made to a beneficiary for life Wffi6f\ that are derived from a 

14 member's accumulated contributions. 

15 (4) "Annuity reserve" means the present value of all payments to be made on account of a 

16 member's annuity computed, with regular interest, on the basis of the mortality tables adopted by the 

1 7 retirement board. 

18 (5) (a) "Average final compensation" means the average of the earned compensation of a member 

19 during the 3 consecutive years of full-time service ~ that yield the highest average and on which 

20 contributions have been made as required by 19-20-602. 

21 {bl In determining a member's retirement allowance under 19-20-802 or 19-20-804, the afflount 

22 of oaeh year's eameEl eofflpensation that fflay be useEl in the ealeulation of a·,•ora§o final eefflpensatien fflat 

23 not OllG00El tho fflOfflBOF's oarneEl 60fflpensatiOA froffl tho preeeain!j year by fflOFO than 10% the 

24 compensation for each year of the 3 years that make UP the average final compensation may not be greater 

25 than 110% of the previous year's compensation included in the calculation of average final compensation 

26 or the earned compensation reported to the retirement system, whichever is less, except as provided by 

27 rule by the retirement board. 

28 (c) Earned compensation in excess of the amount specified in subsection {5){b) is considered 

29 termination pay as provided in subsection {5)(d). 

30 {d) If the earned compensation includes any termination pay, the member shall select one of the 
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following options: 

Ii) use the total termination pay in the calculation of the average final compensation. The member 

and the employer shall pay 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. 

Iii) 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, if the member has 4 or more years of service with the 

employer from which the termination pay was received. The amount of compensation used in the 

calculation of average final compensation must be divided by the total number of years of creditable service 

to determine a yearly amount. The member and the employer mttSt shall pay contributions on the 

termination pay according to the rates provided for in 19-20-602( 1) and 19-20-605( 1). 

(iii) exclude the termination pay from the average final compensation. No contribution is required 

of either the employer or member, and contributions made under 19-20-602 and 19-20-605 must be 

refunded. 

(e) For purposes of this subsection ifil, termination pay includes any form of termination pay or 

any lump-sum payment for deferred compensation, sick leave, or accumulated vacation credit, or any other 

payment for time no·: 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 service defined by 19-20-401. 

(8) "Earned compensation" means the full eoFRpeAsation, pav, or salarv aetuallv paid to a FReFRl3er 

aAd reported to the retireFReAt systeFR, iAeludiR!l aFRouAts paid under a salarv reduction a!JreeFReAt, a 

eafeteria plaA, a ta>E sheltered aAnuitv, a doferred eoFRpensatien pre!JraFR, and the value of any heusiA!l 

provieled ev the eFRplever. TAe eFRple·,er sAall fo< tAe value ef aA•1• AousiA!l previEled. The terFR dees net 

iAeluEle anv ether amouAts paid in l1ind er frin!Je i3eAefits Aet aetually paid te a FROFRBer, except as limited 

by [section 8]. remuneration paid for services by a member out of funds controlled by an employer, as 

defined under this cr1apter, before any tax-deferred deductions allowed under the Internal Revenue Code, 

exclusive of maintenance, allowances, and expenses. The earned compensation is the full eeFRpoAsatien, 

pav, or salarv remuneration that would have been paid to a member for full-time service but was not paid 
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to the member because of a reduction in compensation, pay, or salary due to a temporary absence, 

2 provided that the retirement system receives the contribution required by 19-20-413. The earned 

3 compensation of a member who had less than 3 consecutive years of full-time service during the 5 years 

4 preceding flis the member's retirement is the compensation, pay, or salary whioh he that the member would 

5 have earned had flis the member's part-time service been full-time service. The earned compensation of 

6 a member who is awarded a disability retirement allowance prior to the completion of a full year is the 

7 compensation, pay, or salary whieh he that the member would have received had Re the member completed 

8 the full year, except that any termination pay, as defined in subsection (5)(e), received by the member Is 

9 limited to the amount actually paid and is not the amount !cle that the member would have earned had Re 

10 the member completed the full year. 

11 19) "Employer" means the state of Montana, the trustees of a district, or any other agency or 

1 2 subdivision of the state WfH€fl that employs a person who is designated a member of the retirement system. 

13 110) "Full-time service" means service WfH€fl that is full-time and Wflielt that extends over a normal 

14 academic year of at least 9 months. With respect to those members employed by the office of the 

15 superintendent of public instruction, any other state agency or institution, or the office of a county 

16 superintendent, .'.'.full-time service" means service WRi€R that is full-time and Wflielt that totals at least 9 

17 months in any &Re year. 

18 ( 11) "Member" means a person who has an individual account in the annuity savings fund. An 

19 active member is a person included under the provisions of 19-20-302. An inactive member is a person 

20 included under the provisions of 19-20-303. 

21 ( 1 2) "Part-time service" means service Wflielt that is less than full-time or Wflielt that totals less than 

22 9 months in any et1e year. Part-time service Sffiill must be credited in the proportion that the actual time 

23 worked bears to full-time service. 

24 113) "Pension" means the payments made to a beneficiary for life Wflielt that are paid out of the 

25 pension accumulation fund. 

26 ( 14) "Pension reserve" means the present value of all payments to be made on account of a pension 

27 computed, with regular interest, on the basis of the mortality tables adopted by the retirement board. 

28 115) "Prior service" means employment of the same nature as service defined in subsection (20) 

29 of this seetioA but rendered before September 1, 1937. 

30 116) "Regular interest" means interest at 4% per annum compounded annually or at such other rate 

~na Leg/stative council 
- 5 -



54th Legislature LC0529.01 

as may be set by the retirement board in accordance with 19-20-501 (2). 

2 (17) "Retirement allowance" means the annuity plus the pension. 

3 ( 1 8) "Retirement board" means the :·etirement system's governing board provided for in 2-1 5-1010. 

4 (19) "Retirement system" means the teachers' retirement system of the state of Montana provided 

5 for in 19-20-102. 

6 ( 20) "Service" means the performance of 5tiffi instructional duties or related activities as that would 

7 entitle the person to active membership in the retirement system under the provisions of 19-20-302." 

8 

9 Section 3. Section 19-20-203, MCA, is amended to read: 

1 O "19-20-203. Officers and employees of retirement board. ill It is the duty of the retirement board 

11 to: 

12 f-1-Hcl elect a ehairFF1an presiding officer from its membership; 

13 f-2-H.hl appoint a secretary who may be one of its members; 

14 ~i£1 employ technical or administrative employees who are necessary for the transaction of the 

15 business of the retirement system; and 

16 f4HQJ. designate an actuary who meets the qualifications established by the retirement board to 

17 assist the retirement board with the technical actuarial aspects of the operation of the retirement system, 

18 which includes establishing mortality and service tables and making an actuarial investigation at least once 

19 every 5 years into the mortality, service, and compensation experience of the members and beneficiaries 

20 of the retirement system. 

21 (2) A quorum of the board is three members." 

22 

23 Section 4. Section 19-20-302, MCA, is amended to read: 

24 "19-20-302. Active membership. ( 1) Unless otherwise provided by this chapter, the following 

25 persons must be active members of the retirement system, with the exception that those persons who 

26 became eligible for membership on September 1, 1937, or on September 1, 1939, and who elected not to 

27 become members under the provisions of the law at that time are not required to be members: 

28 (a) any person who is a teacher, principal, or district superintendent as defined in 20-1-101; 

29 (bl any person who is an administrative officer or a member of the instructional or scientific staff 

30 of: 
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Ii) a vocational-technical center; or 

2 Iii) a unit of the Montana university system and who has not elected or is not required to participate 

3 in the optional retirement program under Title 19, chapter 21; 

4 le) any person employed as a speech therapist, school nurse, or school psychologist or In an 

5 instructional services capacity by the office of the superintendent of public instruction, the office of a 

6 county superintendent, a special education cooperative, a public institution of the state of Montana, the 

7 Montana state school for the deaf and blind, or a school district; 

8 (d) any person who is an administrative officer or a member of the instructional staff of the board 

9 of public education; 

10 (e) any person who has elected not to become a member of the retirement system and is reentering 

11 service in a capacity prescribed by la), 113), le), er !El) at tf:lis subsection (1 ){a), 11 )(b), 11 )le), or 11 )Id); 

12 If) any person who has elected not to become a member of the retirement system, who has been 

13 continuously employed in a capacity prescribed by (al, (13), (s), or (a) of tf:lis subsection 11 )(al. 11 )(b), (1 l(c), 

14 or ( 1I ldl since the time of the election, and who may elect to become a member of the retirement system. 

15 (2) A person elected to the office of county superintendent of schools after July 1, 1995, is not 

16 eligible for optional membership in the public employees retirement system under the provisions of 19-3-412 

17 and may, within 30 days of taking office, elect to become an active member of the teachers' retirement 

18 system. The retirement system membership of an elected county superintendent of schools as of June 30, 

19 1995, must remain unchanged for as long as the person continues to serve in the capacity of county 

20 superintendent of schools. 

21 R+Ql In order to be eligible for active membership, afl'f § person described in subsection (1) Q!.ill 

22 must: 

23 (a) be employed in the capacity prescribed for the person's eligibility for at least 30 days in any 

24 fiscal year; and 

25 lb) have the compensation for the person's creditable service totally paid by an employer. 

26 ~ill la) A substitute teacher: 

27 Ii) may elect to become an active member of the retirement system on the first day of employment 

28 in any fiscal year; or 

29 (ii) shall become an active member of the retirement system on the 31st day of employment in any 

30 fiscal year if the substitute teacher has not elected membership under subsection I3)(a)(i) (4)(a)(il. 
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(b) The employer shall give written notification to a substitute teacher on the first day of 

2 employment in any fiscal year of the option to elect membership under subsection (31 (a) Ii) (41 (a)(i). 

3 f4Hfil A substitute teacher who did not elect membership under subsection (3)(a)(il I4I(a)(i) and 

4 who subsequently becomes a member must be awarded creditable service for substitute teaching service 

5 if the substitute teacher contributes: 

6 (a) an amount equal to the combined employee and employer contributions that would have been 

7 made if the substitute teacher had elected membership; plus 

8 (bl interest at the rate the contributions would have earned if they had been on deposit with the 

9 retirement system. 

1 O f&ti.fil At any time a person's eligibility to become a member of the retirement system is in doubt, 

11 the retirement board shall determine the person's eligibility for membership. All persons in similar 

12 circumstances SflilH must be treated alike." 

13 

14 

15 

16 

17 

18 

19 
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30 

Section 5. Section 19-20-602, MCA, is amended to read: 

"19-20-602. Annuity savings fund -- member's contribution. The annuity savings fund is a fund 

in which the contributions for the members to provide for their annuities SflilH must be accumulated in 

individual accounts for each member. The normal contribution of each member is 7.044% of Ris the 

member's earned compensation. Contributions to and payments from the annuity savings fund SflilH must 

be made in the following manner: 

(1) (a) Each employer, pursuant to section 414(h)(2I of the federal Internal Revenue Code of 1954, 

as amended and applicable on July 1, 1985, shall pick up and pay the contributions Wffi€H that 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. 

(cl 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'n wa§OS as defined 

in 1 Q 1 102 and Ai., earned compensation as t1sed te define his aYera§e final eeFA13ensatien defined in 

19-20-101. The employer shall deduct from the member's compensation an amount equal to the amount 
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of the member's contributions picked up by the employer and remit the total of the contributions to the 

retirement board. 

(d) The deductions sl=lall must be made notwithstanding that the minimum compensation provided 

by law for a member may be reduced H=iereby by the deductions. ~ Each 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 v,•hatsoe·~er tor the services rendered by the member during 

the period covered by the payment, except as to the benefits provided by the retirement system. 

(2) In addition to the normal contributions and subject to the approval of the retirement board, aftV 

l! member may redeposit in the annuity savings fund, by a single payment or by an increased rate of 

contribution, an amount equal to aftV accumulated contributions •1,•l'liel'I l'le that the member has previously 

withdrawn, plus interest in the amount the contributions would have earned had the contributions not been 

withdrawn. 

(3) The accumulated contributions of a member withdrawn by mm the member or paid torus the 

member's estate or to rus the member's designated beneficiary in event of rus the member's death sl=lall 

15 must be paid from the annuity savings fund. Upon the retirement of a member, rus the member's 

16 accumulated contributions sl=lall must be transferred from the annuity savings fund to the pension 

17 accumulation fund." 

18 

19 Section 6. Section 19-20-706, MCA, is amended to read: 

20 "19-20-706. Exemption from taxation and legal process. Except as provided in 1 Q 2 007 [section 

21 fil, the pensions, annuities, or any other benefits accrued or accruing to any person under the provisions 

22 of the retirement system and the accumulated contributions and cash and securities in the various funds 

23 of the retirement system are: 

24 (1) exempted from any state, county, or municipal tax of the state of Montana except for: 

25 (a) a retirement allowance received in excess of $3,600 or adjusted by an amount determined 

26 pursuant to 15-30-111 {2)(c)(ii); or 

27 (b) a withdrawal paid under 19-20-603 of a member's contributions picked up by an employer after 

28 June 30, 1985, as provided in 19-20-602; 

29 (2) not subject to execution, garnishment, attachment by trustee process or otherwise, in law or 

30 equity, or any other process; and 
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(3) unassignable except as specifically provided in this chapter." 

2 

3 Section 7. Section 19-20-904, MCA, is amended to read: 

4 "19-20-904. Adjustment of allowance. ( 1) If af1Y 2 disability beneficiary is engaged in or is able 

5 to engage in a gainful occupation paying more than the difference between ms the beneficiary's retirement 

6 allowance and ms the beneficiary's average final compensation or the difference between the median salary 

7 of those members retired during the preceding fiscal year and ms the beneficiary's retirement allowance, 

8 whichever is greater, his pensien shall the retirement allowance must be reduced to an amount WfHBH that, 

9 together with ffiS-t!flnuity and the amount earnable by Rim the beneficiary, is equal to ms the beneficiary's 

1 O average final compensation or the median salary of those members retired during the preceding fiscal year, 

11 whichever is greater. 

1 2 (21 If ms the beneficiary's earning capacity is changed later, his pensien the beneficiary's retirement 

13 allowance may be further modified, but the new pension nllowance may not exceed the pension retirement 

14 allowance originally granted or an amount WfHBH that, when added to the amount earnable by the 

15 beneficiary, together with his annuity equals ms the beneficiary's average final compensation. 

16 (3) The board may, in its discretion, require a recipient of a disability retirement allowance to 

17 annually submit an earning statement and any documentation necessary to support the earnings of the 

18 recipient. 

19 ~i±l. A beneficiary restored to active service at a salary less than the average final compensation 

20 upon the basis of which M the beneficiary was retired may not become a member of the retirement system 

21 while receiving a reduced benefit." 

22 

23 NEW SECTION. Section 8. Compensation limit. Compensation in excess of the limitations set 

24 forth in section 401 ia)(17) of the Internal Revenue Code must be disregarded for individuals who are not 

25 eligible employees. The limitation on compensation for eligible employees may not be less than the amount 

26 that was allowed to be taken into account under this chapter on July 1, 1993. For purposes of this 

27 section, an eligible employee is an individual who was a member in the retirement system prior to July 1, 

28 1996. 

29 

30 NEW SECTION. Section 9. Alternate payees -- family law orders. ( 1) A participant in a retirement 
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- 10 -



54th Legislature LC0529.01 

system may have the participant's rights modified or recognized by a family law order. 

2 (2l For purposes of this section: 

3 (al "participant" means a member or an actual or potential beneficiary, survivor, or contingent 

4 annuitant of the retirement system designated pursuant to this chapter; and 

5 (bl "family law order" means a judgment, decree, or order of a court of competent jurisdiction 

6 under Title 40 concerning child support, parental support, spousal maintenance, or marital property rights 

7 that includes a transfer of all or a portion of a participant's payment rights in a retirement system to an 

8 alternate payee in compliance with this section. 

9 (3l A family law order must identify an alternate payee by full name, current address, and social 

10 security number. An alternate payee's rights and interests granted in compliance with this section are not 

11 subject to assignment, execution, garnishment, attachment, or other process. An alternate payee's rights 

1 2 or interests may be modified only by a family law order amending the family law order that established the 

13 right or interest. 

14 f4l A family law order may not require: 

15 (al a type or form of benefit, option, or payment not available to the affected participant under the 

16 appropriate retirement system; or 

17 (bl an amount or duration of payment greater than that available to a participant under the 

18 appropriate retirement system. 

19 (5) A family law order may only provide for payment to an alternate payee as follows: 

20 (a) Service retirement benefit payments or withdrawals of member contributions may be 

21 apportioned by directing payment of a percentage of the amount payable or payment of a fixed amount of 

22 no more than the amount payable to the participant. 

23 (b) The maximum amount of disability or survivorship benefits that may be apportioned to alternate 

24 payees is the monthly benefit amount that would have been payable on the date of termination of service 

25 if the member had retired without disability or death. 

26 (cl Retirement benefit adjustments for which a participant is eligible after retirement may be 

27 apportioned only if existing benefit payments are apportioned. The adjustments must be apportioned in the 

28 same ratio as existing benefit payments. 

29 (d) Payments must be limited to the life of the appropriate participant. The duration of payments 

30 to an alternate payee may be further limited only to a specified maximum time, the life of the alternate 
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payee, or the life of a specified participant. Payments to an alternate payee may be limited to a specific 

2 amount per month f the number of payments is specified. The alternate payee's rights and interests 

3 survive the alternate payee's death and may be transferred by inheritance. 

4 (e) The participant may be required to choose a specified form of benefit payment or designate a 

5 beneficiary or contingent annuitant if the retirement system allows for that option. 

6 (6) The board may assess a participant or an alternate payee for all costs of reviewing and 

7 administering a family law order, including reasonable attorney fees. The board may adopt rules to 

8 implement this section. 

9 

10 NEW SECTION. Section 10. Rollover or transfer of public employee accumulated contributions. 

11 ( 1) A member who is eligible to qualify service under this chapter may at any time before retirement apply 

12 to roll over or transfer the member's accumulated contributions on deposit with any other qualified 

13 retirement plan. The total amount transferred to the retirement system may not exceed the amount due 

14 to purchase service. 

15 (2) If the account includes both tax-deferred and taxed contributions, the transferring agency shall 

16 identify the member's tax-deferred and taxed contribution and interest balances at the time the transfer is 

17 made. 

18 

19 NEW SECTION. Section 11. Repealer. Section 19-20-207, MCA, is repealed. 

20 

21 NEW SECTION. Section 12. Codification instruction. ( 1) [Sections 8 and 9J are intended to be 

22 codified as an integral part of Title 19, chapter 20, and the provisions of Title 19, chapter 20, apply to 

23 [sections 8 and 9J. 

24 (2) [Section 1 OJ is intended to be codified as an integral part of Title 19, chapter 20, part 4, and 

25 the provisions of Title 19, chapter 20, part 4, apply to [section 1 OJ. 

26 

27 NEW SECTION. Section 13. Effective dates. ( 1) [Sections 1 through 3, 5 through 7, and 9 

28 through 12 and this section) are effective on passage and approval. 

29 (2) [Sections 4 and 81 are effective July 1, 1995. 

30 -END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for HB0205, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act generally revising the laws relating to the Teachers' Retirement System; clarifying 
compensation that may be used in the calculation of retirement benefits; clarifying the 
definition of average final compensation and earned compensation; clarifying quorum 
requirements for the teachers' retirement board; clarifying that elected county 
superintendents are prohibited form becoming active members of the public employees' 
retirement system but may elect membership under the teachers' retirement system; 
clarifying the limits on earnings of members on disability retirement; limiting 
compensation as required under the internal revenue code; authorizing transfer of 
retirement contributions; eliminating the requirement to offer a tax-deferred annuity 
program; clarifying application of family law orders to the teachers' retirement system. 

ASSUMPTIONS: 
l. HB0205 clarifies certain benefit provisions of the Teachers' Retirement System and 

does not enhance benefits. Therefore, there is no actuarial cost and no fiscal 
impact. 

FISCAL IMPJ\.CT: 
None 

()-'c;,Z k 1- I '.l-'! S" 
DAVE LEWIS, BUDGET DIRECTOR DATE SPONSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB0205, as introduced 
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APPROVED BY COM ON 
STATE ADMINISTRATION 

2 

3 

4 

5 

UOF, THE TEACHERS' R~ETIREMENT BOARD ~ 
~....,,_._... ~r ).~o ----i; 

,,./-, I V - ~~ , rr:· . 
A BILL FOR AN ACT ENTITLED: "AN E ALLY, REVISING THE LAWS RELATING TO THE 

6 TEACHERS' RETIREMENT SYSTEM; CLARIFYING COMPENSATION THAT MAY BE USED IN THE 

7 CALCULATION OF RETIREMENT BENEFITS; CLARIFYING THE DEFINITIONS OF AVERAGE FINAL 

8 COMPENSATION AND EARNED COMPENSATION; CLARIFYING QUORUM REQUIREMENTS FOR THE 

9 TEACHERS' RETIREMENT BOARD; CLARIFYING THAT ELECTED COUNTY SUPERINTENDENTS ARE 

10 PROHIBITED FROM BECOMING ACTIVE MEMBERS OF THE PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

11 BUT MAY ELECT MEMBERSHIP UNDER THE TEACHERS' RETIREMENT SYSTEM; CLARIFYING THE LIMITS 

12 ON EARNINGS OF MEMBERS ON DISABILITY RETIREMENT; LIMITING COMPENSATION AS REQUIRED 

13 UNDER THE INTERNAL REVENUE CODE; AUTHORIZING TRANSFER OF RETIREMENT CONTRIBUTIONS; 

14 ELIMINATING THE REQUIREMENT TO OFFER A TAX-DEFERRED ANNUITY PROGRAM; CLARIFYING 

15 APPLICATION OF FAMILY LAW ORDERS TO THE TEACHERS' RETIREMENT SYSTEM; AMENDING 

16 SECTIONS 19-2-907, 19-20-101, 19-20-203, 19-20-302, 19-20-602, 19-20-706, AND 19-20-904, MCA; 

17 REPEALING SECTION 19-20-207, MCA; AND PROVIDING EFFECTIVE DATES." 

18 

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

20 

21 Section 1. Section 19-2-907, MCA, is amended to read: 

22 "19-2-907. Alternate payees -- family law orders. 11) A participant in a retirement system may 

23 have the participant's rights modified or recognized by a family law order. 

24 ( 2) For purposes of this section: 

25 (a) "participant" means a member or an actual or potential beneficiary, survivor, or contingent 

26 annuitant of a retirement system designated pursuant to Title 19, chapter 3, 5, 6, 7, 8, 9, 13, or 17,...ef 

27 .:!G; and 

28 (b) "family law order" means a judgment, decree, or order of a court of competent jurisdiction 

29 under Title 40 concerning child support, parental support, spousal maintenance, or marital property rights 

30 that includes a transfer of all or a portion of a participant's payment rights in a retirement system .to an 

~na LeQISIStlv• council 
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alternate payee 1n compliance with this section. 

2 131 A family law order must identify an alternate payee by full name, current address. and soc,al 

3 security number. An alternate payee's rights and interests granted in compliance with this section are not 

4 subIect to assignment, execution, garnishment. attachment, or other process. An alternate payee's rights 

5 or interests may be modified only by a family law order amending the family law order that established the 

6 right or interest. 

7 (41 A family law order may not require: 

8 (al a type or form of benefit, option, or payment not available to the affected participant under the 

9 appropriate retiremen·: system; or 

1 0 (bl an amount or duration of payment greater than that available to a participant under the 

11 appropriate retiremen-t system. 

12 15) A family law order may only provide for payment to an alternate payee as follows: 

13 (a) Service retirement benefit payments or withdrawals of member contributions may be 

14 apportioned by directing payment of a percentage of the amount payable or payment of a fixed amount of 

15 no more than the amount payable to the participant. 

16 I bl The maximum amount of disability or survivorship benefits that may be apportioned to alternate 

17 payees is the monthly benefit amount that would have been payable on the date of termination of service 

1 8 if the member had retired without disability or death. 

19 (cl Retirement benefit adjustments for which a participant is eligible after retirement may be 

20 apportioned only if existing benefit payments are apportioned. The adjustments must be apportioned in the 

21 same ratio as existin~I benefit payments. 

22 (di Payments must be limited to the life of the appropriate participant. The duration of payments 

23 to an alternate payee may be further limited only to a specified maximum time, the life of the alternate 

24 payee, or the life of a specified participant. Payments to an alternate payee may be limited to a specific 

25 amount per month if the number of payments is specified. The alternate payee's rights and interests 

26 survive the alternate payee's death and may be transferred by inheritance. 

27 le) The participant may be required to choose a specified form of benefit payment or designate a 

28 beneficiary or contin1Ient annuitant if the retirement system allows for that option. 

29 16) The board may assess a participant or an alternate payee for all costs of reviewing and 

30 administering a family law order, including reasonable attorney fees. The board may adopt rules to 
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implement this section." 

2 

3 Section 2. Section 19-20-101, MCA, is amended to read: 

4 "19-20-101. Definitions. As used in this chapter, unless the context clearly indicates otherwise, 

5 the following definitions apply: 

6 (11 "Accumulated contributions" means the sum of all the amounts deducted from the 

7 compensation of a member or paid by a member and credited to J::i.i& the member's individual account in the 

8 annuity savings fund, together with interest. Regular interest SftaJ.I must be computed and allowed to 

9 provide a benefit at the time of retirement. 

10 (2) "Actuarial equivalent" means a benefit of equal value when computed, with regular interest, 

11 on the basis of the 1971 Group Annuity Mortality Table, with ages set back 4 years and an interest rate 

12 of 8% compounded annually. 

13 (31 "Annuity" means the payments made to a beneficiary for life w1'liei=I that are derived from a 

14 member's accumulated contributions. 

15 (4) "Annuity reserve" means the present value of all payments to be made on account of a 

16 member's annuity computed, with regular interest, on the basis of the mortality tables adopted by the 

17 retirement board. 

18 (5) (a) "Average final compensation" means the average of the earned compensation of a member 

19 during the 3 consecutive years of full-time service w1'liei=I that yield the highest average and on which 

20 contributions have been made as required by 19-20-602. 

21 lb) In determining a member's retirement allowance under 19-20-802 or 19-20-804, tAe aR'!ettAt 

22 of oaoA ;•ear's oarned BOR'll!OASation that R'IB'I' be t1sed iA tho eale1,1lation of a¥era!'Je fiAal eOR'll!OAsatioA R'la•; 

23 not eueeee tAe A'lBR'IBer's earnea eeFRpeAsatieA frnR'I the preeedin€J ;ear ev R'!ore than 10% the 

24 compensation for each year of the 3 years that make up the average final compensation may not be greater 

25 than 110% of the previous year's compensation included in the calculation of average final compensation 

26 or the earned compensation reported to the retirement system, whichever is less, except as provided by 

27 rule by the retirement board. 

28 (c) Earned compensation in excess of the amount specified in subsection (5)(b) is considered 

29 termination pay as provided in subsection (5)(d). 

30 Id) If the earned compensation includes any termination pay, the member shall select one of the 
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following options: 

2 iii use the to·:al termination pay In the calculation ot the average tinal compensation. The member 

3 and the employer shall pay contributions to the retirement system as are determined by the board to 

4 adequately compensate the system for the additional retirement benefit. The contributions must be made 

5 at the time the termination pay is received. 

6 (iii use a yearly amount of termination pay added to each of the 3 consecutive years' salary used 

7 in the calculation of tl1e average final compensation, if the member has 4 or more years of service w,th the 

8 employer from whic:1 the termInatIon pay was received. The amount of compensation used in the 

9 calculation of average final compensation must be divided by the total number of years of creditable service 

1 O to determine a yearly amount. The member and the employer ~ shall pay contributions on the 

1 1 termination pay according to the rates provided for in 19-20-602( 1) and 19-20-605 I 1}. 

12 (iii) exclude the termination pay from the average final compensation. No contribution Is required 

13 of either the employer or member, and contributions made under 19-20-602 and 19-20-605 must be 

14 refunded, 

15 (e) For purposes of this subsection lfil, termination pay includes any form of termination pay or 

16 any lump-sum payment for deferred compensation, sick leave, or accumulated vacation credit, or any other 

17 payment for time not worked other than compensation received while on sick leave or authorized leave of 

18 absence. 

19 (6} "Beneficiary" means a person in receipt of a pension, annuity, retirement allowance, or other 

20 benefit provided by the retirement system. 

21 17) "Creditable service" is that service defined by 19-20-401. 

22 18} "Earned compensation" means tho full eoml'!OflsatioA, l'!av, or salar')' aetuall,· l'!Bid to a member 

23 aAe rel'!ortee to tho rntiroFAoRt svstoFA, iAeluaiA!J aFAOUAts l'!Oia uAaer a salary reauetioA a§reemeAt, a 

24 oafeteria l'!laA, a taJE shelteroa aAAuitv, a aefoFFoe eOFAl'IBAsatioA l'!FO!:!FOFA, aAa the ~aluo of aA 1 heusiA§ 

25 l'!F8'~ieoe b•; the eFAl'!loyer. Tho BFAl'!lo (er shall fo1 tho ... aluo of aA'( housiA§ l'IFO..,iaea n10 terFA does Rot 

26 IASluee BA',' ether aR1eUAtS l'!aia iA kiAa OF friA!j8 BOAefits AOt aetually l'!Oia te a R18R1eer, except as limited 

27 by [section 81, remuneration paid for services by a member out of funds controlled by an employer, as 

28 defined under this cr,apter, before any tax-deterred deductions allowed under the Internal Revenue Code, 

29 exclusive of maInten.ance, allowances, and expenses. The earned compensation is the ftJII eeR11'!9AsatieA, 

30 !'18'!', or salary remuneration that would have been paid to a member for full-time service but was not paid 
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to the member because of a reduction in compensation, pay, or salary due to a temporary absence, 

2 provided that the retirement system receives the contribution required by 19-20A 13. The earned 

3 compensation of a member who had less than 3 consecutive years of full-time service during the 5 years 

4 preceding Rifi the member's retirement is the compensation. pay, or salary.,.. hieh he that the member would 

5 have earned had Rifi the member's part-time service been full-time service. The earned compensation of 

6 a member who is awarded a disability retirement allowance prior to the completion of a full year is the 

7 compensation, pay, or salary ,..,·hieh he that the member would have received had mi the member completed 

8 the full year, except that any termination pay, as defined in subsection (51ie}, received by the member ,s 

9 limited to the amount actually paid and is not the amount mi that the member would have earned had mi 

10 the member completed the full year. 

11 (91 "Employer" means the state of Montana, the trustees of a district, or any other agency or 

1 2 subdivision of the state wl:lie1=\ that employs a person who is designated a member of the retirement system. 

1 3 I 10) "Full-time service" means service Wf!ieft that is full-time and~ that extends over a normal 

14 academic year of at least 9 months. With respect to those members employed by the office of the 

15 superintendent of public instruction, any other state agency or institution, or the office of a county 

16 superintendent, .!:full-time service.!: means service~ that is full-time and Wf!ieft that totals at least 9 

17 months in any 9fl9 year. 

18 (11} "Member" means a person who has an individual account in the annuity savings fund. An 

19 active member is a person included under the provisions of 19-20-302. An inactive member is a person 

20 included under the provisions of 19-20-303. 

21 ( 12) "Part-time service" means service Wf!ieft that is less than full-time or~ that totals less than 

22 9 months in any 9fl9 year. Part-time service~ must be credited in the proportion that the actual time 

23 worked bears to full-time service. 

24 I 1 3) "Pension" means the payments made to a beneficiary for life Wf!ieft that are paid out of the 

25 pension accumulation fund. 

26 ( 14) "Pension reserve" means the present value of all payments to be made on account of a pension 

27 computed, with regular interest, on the basis of the mortality tables adopted by the retirement board. 

28 ( 15) "Prior service" means employment of the same nature as service defined in subsection (20) 

29 ef tl:iis seetieA but rendered before September 1, 193 7. 

30 ( 16) "Regular interest" means interest at 4% per annum compounded annually or at such other rate 
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as may be set by the retirement board in accordance with 19-20-501 (2). 

2 (17) "Retirement allowance" means the annuity plus the pension. 

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

4 ( 19) "Retirement system" means the teachers' retirement system of the state of Montana prov,ded 

5 for in 19-20-102. 

6 ( 20) "Service" means the performance of &He!. instructional duties or related activities as 1)l_at would 

7 entitle the person to active membership in the retirement system under the provisions of 19-20-302." 

8 

9 Section 3. Section 19-20-203, MCA, is amended to read: 

1 o "19-20-203. Officers and employees of retirement board. ill It is the duty of the retirement board 

to: 1 1 

12 

13 

f-+·Hfil elect a eAaiFFABR presiding officer from its membership; 

mJ..Ql appoint a secretary who may be one of its members; 

14 ~fil employ technical or administrative employees who are necessary for the transaction of the 

15 business of the retirnment system; and 

16 t4+i.Ql designate an actuary who meets the qualifications established by the retirement board to 

17 assist the retirement board with the technical actuarial aspects of the operation of the retirement system, 

18 which includes establishing mortality and service tables and making an actuarial investigation at least once 

19 every 5 years into the mortality, service, and compensation experience of the members and beneficiaries 

20 of the retirement system. 

21 (21 A quoru,11 of the board is three members." 

22 

23 Section 4. Section 19-20-302, MCA, is amended to read: 

24 "19-20-302. Active membership. ( 1 l Unless otherwise provided by this chapter, the following 

25 persons must be active members of the retirement system, with the exception that those persons who 

26 became eligible for membership on September 1, 1937, or on September 1, 1939, and who elected not to 

27 become members under the provisions of the law at that time are not required to be members: 

28 (al any person who is a teacher, principal, or district superintendent as defined in 20-1-101; 

29 lb) any person who is an administrative officer or a member of the instructional or scientific staff 

30 of: 

~na Ler,lsla•tlve counc:U 
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Iii a vocational-technical center; or 

2 (iii a unit of the Montana university system and who has not elected or is not required to partIcIpate 

3 in the optional retirement program under Title 19, chapter 21; 

4 (cl any person employed as a speech therapist, school nurse, or school psychologist or in an 

5 instructional services capacity by the office of the superintendent of public instruction, the office of a 

6 county superintendent, a special education cooperative, a public institution of the state of Montana, the 

7 Montana state school for the deaf and blind, or a school district; 

8 (d) any person who is an administrative officer or a member of the instructional staff ot the board 

9 of public education; 

1 0 (el any person who has elected not to become a member of the retirement system and is reentering 

11 service in a capacity prescribed by (al, (bl, (el, ar (di af this subsection (1){a), (1)(b), {1}(c), or {1)(d); 

12 (fl any person who has elected not to become a member of the retirement system, who has been 

13 continuously employed in a capacity prescribed by lal, Isl, (el, or (el of this subsection I 1 )(al, { 1 }(b), I 1 }(c), 

14 or ( 1 )(d) since the time of the election, and who may elect to become a member of the retirement system. 

15 (2) A person elected to the office of county superintendent of schools after July 1, 1995, is not 

16 eligible for optional membership in the public employees retirement system under the provisions of 19-3-412 

17 and may, within 30 days of taking office, elect to become an active member of the teachers' retirement 

18 system. The retirement system membership of an elected county superintendent of schools as of June 30. 

1 9 1995. must remain unchanged for as long as the person continues to serve in the capacity of county 

20 superintendent of schools. 

21 f-2+lli In order to be eligible for active membership, aA-'f J!. person described in subsection 111 QL.i2l 

22 must: 

23 lal be employed in the capacity prescribed for the person's eligibility for at least 30 days in any 

24 fiscal year; and 

25 lb) have the compensation for the person's creditable service totally paid by an employer. 

26 f.6l-i.41 la) A substitute teacher: 

27 (ii may elect to become an active member of the retirement system on the first day of employment 

28 in any fiscal year; or 

29 (ii) shall become an active member of the retirement system on the 31st day of employment in any 

30 fiscal year if the substitute teacher has not elected membership under subsection (dl(alli) 14)(a)(i). 
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lb) The em~loyer shall give written notification to a substitute teacher on the first day of 

2 employment in any fiscal year of the option to elect membership under subsection 131 (al (ii I4l(a)(i). 

3 +4+j_fil A substitute teacher who did not elect membership under subsection (3\lallil t.±llfil.lli and 

4 who subsequently becomes a member must be awarded creditable service for substitute teaching service 

5 if the substitute teacher contributes: 

6 la) an amount equal to the combined employee and employer contributions that would have been 

7 made if the substitute teacher had elected membership; plus 

8 (b) interest at the rate the contributions would have earned if they had been on deposit with the 

9 retirement system. 

1 O ~1fil At any time a person's eligibility to become a member of the retirement system is in doubt, 

11 the retirement board shall determine the person's eligibility for membership. All persons in similar 

12 circumstances 5f'tal+ must be treated alike." 

13 

14 Section 5. Section 19-20-602, MCA, is amended to read: 

15 "19-20-602. Annuity savings fund -- member's contribution. The annuity savings fund 1s a fund 

16 in which the contributions for the members to provide for their annuities 5f'tal+ must be accumulated 1n 

17 individual accounts for each member. The normal contribution of each member is 7 .044% of fl+5- the 

18 member's earned co11pensation. Contributions to and payments from the annuity savings fund &A-all must 

19 be made in the following manner: 

20 ( 1) la) Each employer, pursuant to section 414Ih)( 21 of the federal Internal Revenue Code of 1954, 

21 as amended and applicable on July 1, 1985, shall pick up and pay the contributions Wfliel=I that would be 

22 payable by the member under this section for service rendered after June 30, 1985 .. 

23 lb) The member's contributions picked up by the employer must be designated for all purposes of 

24 the retirement syst,im as the member's contributions, except for the determination of a tax upon a 

25 distribution from the retirement system. These contributions must become part of the member's 

26 accumulated contributions but must be accounted for separately from those previously accumulated. 

27 le) The member's contributions picked up by the employer must be payable from the same source 

28 as is used to pay compensation to the member and must be included in the member's wages as 1fotineEI 

29 in 19 1 1 G2 anel "1iu earned compensation as 1:1sed te define "1is aveFage final oeFApensatien defined in 

30 19-20-101. The employer shall deduct from the member's compensation an amount equal to the amount 
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of the member's contributions picked up by the employer and remit the total of the contributions to the 

2 retirement board. 

3 Id) The deductions sl=laU must be made notwithstanding that the minimum compensation provided 

4 by law for a member may be reduced t"1ereb~• by the deductions. ~ Each member is considered to 

5 consent to the deductions prescribed by this section, and payment of salary or compensation less the 

6 deductions is a complete discharge of all claims w"1atsoe•;or for the services rendered by the member during 

7 the period covered by the payment, except as to the benefits provided by the retirement system. 

8 12) In addition to the normal contributions and subject to the approval of the retirement board, af1-'f 

9 2 member may redeposit in the annuity savings fund, by a single payment or by an increased rate of 

1 O contribution, an amount equal to af1-'f accumulated contributions ,,.,,"1io"1 "10 that the member has previously 

11 withdrawn, plus interest in the amount the contributions would have earned had the contributions not been 

12 withdrawn. 

13 (3) The accumulated contributions of a member withdrawn by Rim the member or paid to fli5 the 

14 member's estate or to fli& the member's designated beneficiary in event of fli& the member's death SAaU 

15 must be paid from the annuity savings fund. Upon the retirement of a member, fli& the member's 

16 accumulated contributions SflaU must be transferred from the annuity savings fund to the pension 

17 accumulation fund." 

18 

19 Section 6. Section 19-20-706, MCA, is amended to read: 

20 "19-20-706. Exemption from taxation and legal process. Except as provided in 19 2 907 I section 

21 fil, the pensions, annuities, or any other benefits accrued or accruing to any person under the provisions 

22 of the retirement system and the accumulated contributions and cash and securities in the various funds 

23 of the retirement system are: 

24 11) exempted from any state, county, or municipal tax of the state of Montana except for: 

25 la) a retirement allowance received in excess of $3,600 or adjusted by an amount determined 

26 pursuant to 15-30-11 1 (2) (c)(ii); or 

27 (bl a withdrawal paid under 19-20-603 of a member's contributions picked up by an employer after 

28 June 30, 1985, as provided in 19-20-602; 

29 (2) not subject to execution, garnishment, attachment by trustee process or otherwise, in law or 

30 equity, or any other process; and 

~n• Ler,lslatlve Council 
- 9 -



54th Legislature LC0529 01 

(3) unass1gnable except as specifically provided in this chapter." 

2 

3 Section 7. Section 19-20-904, MCA, is amended to read: 

4 "19-20-904. Adjustment of allowance. 11) If~ .1! disability beneficiary is engaged in or is able 

5 to engage in a gainful occupation paying more than the difference between hls the beneficiary's retirement 

6 allowance and hls th,~ beneficiary's average final compensation or the difference between the median saiary 

7 of those members retired during the preceding fiscal year and hls the beneficiary's retirement allowance. 

8 whichever is greater, Rio p0nsI0n sRall the retirement allowance must be reduced to an amount Wftt€f\ that. 

9 together with ~Atlity ans the amount earnable by Rim the beneficiary, is equal to hls the beneficiary's 

1 O average final compe,1sation or the median salary of those members retired during the preceding fiscal year, 

11 whichever is greater. 

1 2 (2) If hls the, beneficiary's earning capacity is changed later, Ris pension the beneficiary's retirement 

13 allowance may be further modified, but the new pensien allowance may not exceed the ponsien retirement 

14 allowance originally granted or an amount ~ that, when added to the amount earnable by the 

15 beneficiary, togotRor witR Ris anntlity equals l=l+s the beneficiary's average final compensation. 

16 (3) The board may, in its discretion, require a recipient of a disability retirement allowance to 

17 annually submit an earning statement and any documentation necessary to support the earnings of the 

1 8 recipient. 

19 ~~ A beneficiary restored to active service at a salary less than the average final compensation 

20 upon the basis of which !=le the beneficiary was retired may not become a member of the retirement system 

21 while receiving a reduced benefit." 

22 

23 NEW SECTION. Section 8. Compensation limit. Compensation in excess of the limitations set 

24 forth in section 401 (a)(17) of the Internal Revenue Code must be disregarded for individuals who are not 

25 eligible employees. The limitation on compensation for eligible employees may not be less than the amount 

26 that was allowed to be taken into account under this chapter on July 1, 1993. For purposes of this 

27 section, an eligible ,~mployee is an individual who was a member in the retirement system prior to July 1, 

28 1996. 

29 

30 NEW SECTION. Section 9. Alternate payees -- family law orders. ( 1) A participant in a retirement 
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system may have the participant's rights modified or recognized by a family law order. 

2 (21 For purposes of this section: 

3 (al "participant" means a member or an actual or potential beneficiary, survivor, or contingent 

4 annuitant of the retirement system designated pursuant to this chapter; and 

5 (bl "family law order" means a judgment, decree, or order of a court of competent jurisdiction 

6 under Title 40 concerning child support, parental support, spousal maintenance, or marital property rights 

7 that includes a transfer of all or a portion of a participant's payment rights in a retirement system to an 

8 alternate payee in compliance with this section. 

9 (3) A family law order must identify an alternate payee by full name, current address, and social 

10 security number. An alternate payee's rights and interests granted in compliance with this section are not 

11 subject to assignment, execution, garnishment, attachment, or other process. An alternate payee's rights 

12 or interests may be modified only by a family law order amending the family law order that established the 

13 right or interest. 

14 (41 A family law order may not require: 

15 (al a type or form of benefit, option, or payment not available to the affected participant under the 

16 appropriate retirement system; or 

17 (bl an amount or duration of payment greater than that available to a participant under the 

18 appropriate retirement system. 

19 (5) A family law order may only provide for payment to an alternate payee as follows: 

20 (al Service retirement benefit payments or withdrawals of member contributions may be 

21 apportioned by directing payment of a percentage of the amount payable or payment of a fixed amount of 

22 no more than the amount payable to the participant. 

23 (bl The maximum amount of disability or survivorship benefits that may be apportioned to alternate 

24 payees is the monthly benefit amount that would have been payable on the date of termination of service 

25 if the member had retired without disability or death. 

26 (c) Retirement benefit adjustments for which a participant is eligible after retirement may be 

27 apportioned only if existing benefit payments are apportioned. The adjustments must be apportioned in the 

28 same ratio as existing benefit payments. 

29 (d) Payments must be limited to the life of the appropriate participant. The duration of payments 

30 to an alternate payee may be further limited only to a specified maximum time, the life of the alternate 
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payee, or the life of a specified participant. Payments to an alternate payee may be limited to a specific 

2 amount per month if the number of payments is specified. The alternate payee's rights and interests 

3 survive the alternate payee's death and may be transferred by inheritance. 

4 le) The participant may be required to choose a specified form of benefit payment or designate a 

5 beneficiary or continnent annuitant if the retirement system allows for that option. 

6 16) The board may assess a participant or an alternate payee for all costs of reviewing and 

7 administering a family law order, including reasonable attorney fees. The board may adopt rules to 

8 implement this section. 

9 

1 O NEW SECTION. Section 10. Rollover or transfer of public employee accumulated contributions. 

11 I 1) A member who is eligible to qualify service under this chapter may at any time before retirement apply 

12 to roll over or transfer the member's accumulated contributions on deposit with any other qualified 

13 retirement plan. The total amount transferred to the retirement system may not exceed the amount due 

14 to purchase service. 

15 12) If the account includes both tax-deferred and taxed contributions, the transferring agency shall 

16 identify the member's tax-deferred and taxed contribution and interest balances at the time the transfer is 

17 made. 

18 

19 

20 

NEW SECTION. Section 11. Repealer. Section 19-20-207, MCA, is repealed. 

21 NEW SECTION. Section 12. Codification instruction. 11) [Sections 8 and 91 are intended to be 

22 codified as an integral part of Title 19, chapter 20, and the provisions of Title 19, chapter 20, apply to 

23 [sections 8 and 91. 

24 12) [Section 1 OJ is intended to be codified as an integral part of Title 19, chapter 20, part 4, and 

25 the provisions of Titie 19, chapter 20, part 4, apply to [section 1 OJ. 

26 

27 NEW SECTION. Section 13. Effective dates. (1) [Sections 1 through 3, 5 through 7, and 9 

28 through 1 2 and this section] are effective on passage and approval. 

29 (2) [Sections 4 and 81 are effective July 1, 1995. 

30 -END-
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HOUSE BILL NO. 205 

2 INTRODUCED BY J. JOHNSON, MENAHAN, SIMPKINS, EWER, COCCHIARELLA, REAM, GALVIN, 

3 LYNCH, HERTEL, BECK, ARNOTT, HARDING, ROSE, WENNEMAR 

4 BY REQUEST OF THE TEACHERS' RETIREMENT BOARD 

5 

6 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE LAWS RELATING TO THE 

7 TEACHERS' RETIREMENT SYSTEM; CLARIFYING COMPENSATION THAT MAY BE USED IN THE 

8 CALCULATION OF RETIREMENT BENEFITS; CLARIFYING THE DEFINITIONS OF AVERAGE FINAL 

9 COMPENSATION AND EARNED COMPENSATION; CLARIFYING QUORUM REQUIREMENTS FOR THE 

10 TEACHERS' RETIREMENT BOARD; CLARIFYING THAT ELECTED COUNTY SUPERINTENDENTS ARE 

11 PROHIBITED FROM BECOMING ACTIVE MEMBERS OF THE PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

12 BUT MAY ELECT MEMBERSHIP UNDER THE TEACHERS' RETIREMENT SYSTEM; CLARIFYING THE LIMITS 

13 ON EARNINGS OF MEMBERS ON DISABILITY RETIREMENT; LIMITING COMPENSATION AS REQUIRED 

14 UNDER THE INTERNAL REVENUE CODE; AUTHORIZING TRANSFER OF RETIREMENT CONTRIBUTIONS; 

15 ELIMINATING THE REQUIREMENT TO OFFER A TAX-DEFERRED ANNUITY PROGRAM; CLARIFYING 

16 APPLICATION OF FAMILY LAW ORDERS TO THE TEACHERS' RETIREMENT SYSTEM; AMENDING 

17 SECTIONS 19-2-907, 19-20-101, 19-20-203, 19-20-302, 19-20-602, 19-20-706, AND 19-20-904, MCA; 

18 REPEALING SECTION 19-20-207, MCA; AND PROVIDING EFFECTIVE DATES." 

19 

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

21 

22 Section 1. Section 19-2-907, MCA, is amended to read: 

23 "19-2-907. Alternate payees •· family law orders. ( 1 l A participant in a retirement system may 

24 have the participant's rights modified or recognized by a family law order. 

25 (2) For purposes of this section: 

26 (al "participant" means a member or an actual or potential beneficiary, survivor, or contingent 

27 annuitant of a retirement system designated pursuant to Title 19, chapter 3, 5, 6, 7, 8, 9, 13, or 17~ 

28 ~; and 

29 (bl "family law order" means a judgment, decree, or order of a court of competent jurisdiction 

30 under Title 40 concerning child support, parental support, spousal maintenance, or marital property rights 
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that includes a transfer of all or a portion of a participant's payment rights in a retirement system to an 

2 alternate payee In compliance with this section. 

3 (3) A family law order must identify an alternate payee by full name, current address, and social 

4 security number. An alternate payee's rights and interests granted in compliance with this section are not 

5 subject to assignment, execution, garnishment, attachment, or other process. An alternate payee's rights 

6 or interests may be modified only by a family law order amending the family law order that established the 

7 right or interest. 

8 (4) A family law order may not require: 

9 (a) a type or form of benefit, option, or payment not available to the affected participant under the 

10 appropriate retirement system; or 

11 (b) an amount or duration of payment greater than that available to a participant under the 

12 appropriate retirement system. 

13 (5) A family law order may only provide for payment to an alternate payee as follows: 

14 {a) Service retirement benefit payments or withdrawals of member contributions may be 

15 apportioned by directin·g payment of a percentage of the amount payable or payment of a fixed amount of 

16 no more than the amount payable to the participant. 

17 (b) The maximum amount of disability or survivorship benefits that may be apportioned to alternate 

18 payees is the monthly benefit amount that would have been payable on the date of termination of service 

19 if the member had retired without disability or death. 

20 (cl Retirement benefit adjustments for which a participant is eligible after retirement may be 

21 apportioned only if existing benefit payments are apportioned. The adjustments must be apportioned in the 

22 same ratio as existing benefit payments. 

23 (di Payments must be limited to the life of the appropriate participant. The duration of payments 

24 to an alternate payee may be further limited only to a specified maximum time, the life of the alternate 

25 payee, or the life of a specified participant. Payments to an alternate payee may be limited to a specific 

26 amount per month if the number of payments is specified. The alternate payee's rights and interests 

27 survive the alternate payee's death and may be transferred by inheritance. 

28 (el The participant may be required to choose a specified form of benefit payment or designate a 

29 beneficiary or contingent annuitant if the retirement system allows for that option. 

30 (6) The board may assess a participant or an alternate payee for all costs of reviewing and 
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administering a family law order, including reasonable attorney fees. The board may adopt rules to 

2 implement this section." 

3 

4 Section 2. Section 19-20-101, MCA, is amended to read: 

5 "19-20-101. Definitions. As used in this chapter, unless the context clearly indicates otherwise, 

6 the following definitions apply: 

7 (11 "Accumulated contributions" means the sum of all the amounts deducted from the 

8 compensation of a member or paid by a member and credited to His the member's individual account in the 

9 annuity savings fund, together with interest. Regular interest 5flilll must be computed and allowed to 

10 provide a benefit at the time of retirement. 

11 (21 "Actuarial equivalent" means a benefit of equal value when computed, with regular interest, 

12 on the basis of the 1971 Group Annuity Mortality Table, with ages set back 4 years and an interest rate 

13 of 8% compounded annually. 

14 (3) "Annuity" means the payments made to a beneficiary for life WflHffi that are derived from a 

15 member's accumulated contributions. 

16 {4) "Annuity reserve" means the present value of all payments to be made on account of a 

17 member's annuity computed, with regular interest, on the basis of the mortality tables adopted by the 

18 retirement board. 

19 15) (al "Average final compensation" means the average of the earned compensation of a member 

20 during the 3 consecutive years of full-time service WflHffi that yield the highest average and on which 

21 contributions have been made as required by 19-20-602. 

22 (bl In determining a member's retirement allowance under 19-20-802 or 19-20-804, the ameI,mt 

23 ef eaeh ·tear's earned eampensatian that may be used in the saleulatian af average final cempensatien may 

24 net eJweed the memeer's earned cempensation tram the preseding year by more than 10% the 

25 compensation for each year of the 3 years that make up the average final compensation may not be greater 

26 than 110% of the previous year's compensation included in the calculation of average final compensation 

27 or the earned compensation reported to the retirement system, whichever is less, except as provided by 

28 rule by the retirement board. 

29 le) Earned compensation in excess of the amount specified in subsection (5)1b) is considered 

30 termination pay as provided in subsection (5)(d). 
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1 {d) If the earne,d compensation includes any termination pay, the member shall select one of the 

2 following options: 

3 {i) use the tota termination pay in the calculation of the average final compensation. The member 

4 and the employer shal: pay contributions to the retirement system as are determined by the board to 

5 adequately compensate the system for the additional retirement benefit. The contributions must be made 

6 at the time the termination pay is received. 

7 {ii) use a yearly amount of termination pay added to each of the 3 consecutive years' salary used 

8 in the calculation of the average final compensation, if the member has 4 or more years of service with the 

9 employer from which the termination pay was received. The amount of compensation used in the 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

calculation of average final compensation must be divided by the total number of years of creditable service 

to determine a yearly amount. The member and the employer ffitlSt shall pay contributions on the 

termination pay according to the rates provided for in 19-20-602( 1) and 19-20-605( 1). 

{iii) exclude the termination pay from the average final compensation. No contribution is required 

of either the employer or member, and contributions made under 19-20-602 and 19-20-605 must be 

refunded. 

{e) For purposes of this subsection ifil, termination pay includes any form of termination pay or 

any lump-sum payment for deferred compensation, sick leave, or accumulated 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 service defined by 19-20-401. 

(8) "Earned compensation" means tl=ie hill eeFRpensatien, pay, er salary aetually pais tea FReFRl3er 

and reported te the retireFRent systeFR, ineluding aFReunts paid under a salary reduction agreeFRent, a 

eafoteria plan, a taic sheltered annuity, a deferred eeFRponsatien pregraFR, ans tl=io value ef any l=ieusing 

pre~·idod by tl=io oFRple·1or. Tho eA'lpleyer sl=iall fo< tl=ie value ef an.,, heusing pro·,·ided. The terA'l dees net 

inelude any ether aR1eunts paid in l<ind er fringe benefits net aetually paid te a moA'lbe-r, except as limited 

by [section 81. remuneration paid for services by a member out of funds controlled by an employer, as 

defined under this chapter, before any tax-deferred deductions allowed under the Internal Revenue Code. 

exclusive of maintenance, allowances, and expenses. The earned compensation is #le full eempensatien, 
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1301,•, er salar~• remuneration that would have been paid to a member for full-time service but was not paid 

2 to the member because of a reduction in compensation, pay, or salary due to a temporary absence, 

3 provided that the retirement system receives the contribution required by 19-20-413. The earned 

4 compensation of a member who had less than 3 consecutive years of full-time service during the 5 years 

5 preceding ftis the member's retirement is the compensation, pay, or salary whieh he that the member would 

6 have earned had ftis the member's part-time service been full-time service. The earned compensation of 

7 a member who is awarded a disability retirement allowance prior to the completion of a full year is the 

8 compensation, pay, or salary whieh he that the member would have received had He the member completed 

9 the full year, except that any termination pay, as defined in subsection (5)(e), received by the member is 

1 0 limited to the amount actually paid and is not the amount He that the member would have earned had He 

11 the member completed the full year. 

12 (9) "Employer" means the state of Montana, the trustees of a district, or any other agency or 

13 subdivision of the state wRiel=! that employs a person who is designated a member of the retirement system. 

14 ( 10) "Full-time service" means service wh+eff that is full-time and WRieR that extends over a normal 

15 academic year of at least 9 months. With respect to those members employed by the office of the 

16 superintendent of public instruction, any other state agency or institution, or the office of a county 

17 superintendent, .!!.full-time service.!!. means service WRieR that is full-time and WRieR that totals at least 9 

18 months in any eHe year. 

19 111) "Member" means a person who has an individual account in the annuity savings fund. An 

20 active member is a person included under the provisions of 19-20-302. An inactive member is a person 

21 included under the provisions of 19-20-303. 

22 ( 12) "Part-time service" means service WRieR that is less than full-time or WRieR that totals less than 

23 9 months in any eHe year. Part-time service sl:l-aU must be credited in the proportion that the actual time 

24 worked bears to full-time service. 

25 I 13) "Pension" means the payments made to a beneficiary for life WRieR that are paid out of the 

26 pension accumulation fund. 

27 I 14) "Pension reserve" means the present value of all payments to be made on account of a pension 

28 computed, with regular interest, on the basis of the mortality tables adopted by the retirement board. 

29 115) "Prior service" means employment of the same nature as service defined in subsection 120) 

30 of this seetion but rendered before September 1, 1937. 
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1 (16) "Regular interest" means interest at 4% per annum compounded annually or at such other rate 

2 as may be set by the retirement board in accordance with 19-20-501 (2). 

3 (17) "Retirement allowance" means the annuity plus the pension. 

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

5 (19) "Retirement system" means the teachers' retirement system of the state of Montana provided 

6 for in 19-20-102. 

7 (20) "Service" means the performance of SHeH instructional duties or related activities as that would 

8 entitle the person to active membership in the retirement system under the provisions of 19-20-302." 

9 

1 0 Section 3. Section 19-20-203, MCA, is amended to read: 

11 "19-20-203. Cifficers and employees of retirement board. ill It is the duty of the retirement board 

to: 

l4·Hfil elect a ohairman presiding officer from its membership; 

Ql-lliJ. appoint ,3 secretary who may be one of its members; 

12 

13 

14 

15 ~ill employ technical or administrative employees who are necessary for the transaction of the 

16 business of the retirement system; and 

17 f4Hill. designate an actuary who meets the qualifications established by the retirement board to 

18 assist the retirement board with the technical actuarial aspects of the operation of the retirement system, 

19 which includes establis1ing mortality and service tables and making an actuarial investigation at least once 

20 every 5 years into the mortality, service, and compensation experience of the members and beneficiaries 

21 of the retirement syste'T1. 

22 (2) A quorum of the board is three members." 

23 

24 Section 4. Section 19-20-302, MCA, is amended to read: 

25 "19-20-302. t1ctive membership. ( 1 l Unless otherwise provided by this chapter, the following 

26 persons must be active members of the retirement system, with the exception that those persons who 

27 became eligible for membership on September 1, 1937, or on September 1, 1939, and who elected not to 

28 become members under the provisions of the law at that time are not required to be members: 

29 (a) any person who is a teacher, principal, or district superintendent as defined in 20-1-101; 

30 (bl any person who is an administrative officer or a member of the instructional or scientific staff 

~na Ler,lslatlve cauncll 
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of: 

2 Ii) a vocational-technical center; or 

3 Iii) a unit of the Montana university system and who has not elected or is not required to participate 

4 in the optional retirement program under Title 19, chapter 21; 

5 (c) any person employe~ as a speech therapist, school nurse, or school psychologist or in an 

6 instructional services capacity by the office of the superintendent of public instruction, the office of a 

7 county superintendent, a special education cooperative, a public institution of the state of Montana, the 

8 Montana state school for the deaf and blind, or a school district; 

9 Id) any person who is an administrative officer or a member of the instructional staff of the board 

10 of public education; 

11 le) any person who has elected not to become a member of the retirement system and is reentering 

12 service in a capacity prescribed by (al, (bl, (el, or (al of tt:iis subsection (1 )(a), (1 )(b). (1 )(c). or (1 )(d); 

13 If) any person who has elected not to become a member of the retirement system, who has been 

14 continuously employed in a capacity prescribed by {a), {bl, {e), or (a) of tt:iis !,Ubsection ( 1) (a), ( 1) (bl, ( 1 )(c). 

15 or (1 )(d) since the time of the election, and who may elect to become a member of the retirement system. 

16 (2) A person elected to the office of county superintendent of schools after July 1, 1995, is not 

1 7 eligible for optional membership in the public employees retirement system under the provisions of 19-3-41 2 

18 and may, within 30 days of taking office, elect to become an active member of the teachers' retirement 

19 system. The retirement system membership of an elected county superintendent of schools as of June 30, 

20 1995, must remain unchanged for as long as the person continues to serve in the capacity of county 

21 superintendent of schools. 

22 rnru In order to be eligible for active membership, af1-Y 9- person described in subsection (1) 9I..J2.l 

23 must: 

24 (a) be employed in the capacity prescribed for the person's eligibility for at least 30 days in any 

2 5 fiscal year; and 

26 (bl have the compensation for the person's creditable service totally paid by an employer. 

27 fati±l. (a) A substitute teacher: 

28 (i) may elect to become an active member of the retirement system on the first day of employment 

29 in any fiscal year; or 

30 (ii) shall become an active member of the retirement system on the 31st day of employment in any 
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fiscal year if the substitute teacher has not elected membership under subsection (3)(a)(i) (4)(a)(i). 

2 (b) The employer shall give written notification to a substitute teacher on the first day of 

3 employment in any fiscal year of the option to elect membership under subsection (3)1allil I4I{a){i). 

4 f4ti§l A substitute teacher who did not elect membership under subsection f;~ (4)(a)li) and 

5 who subsequently becomes a member must be awarded creditable service for substitute teaching service 

6 if the substitute teacher contributes: 

7 (a) an amount ,9qual to the combined employee and employer contributions that would have been 

8 made if the substitute teacher had elected membership; plus 

9 (bl interest at the rate the contributions would have earned if they had been on deposit with the 

1 0 retirement system. 

11 ¼Hfil At any time a person's eligibility to become a member of the retirement system is in doubt, 

12 the retirement board shall determine the person's eligibility for membership. All persons in similar 

13 circumstances Sflall mLst be treated alike." 

14 

15 Section 5. Section 19-20-602, MCA, is amended to read: 

16 "19-20-602 . .C.nnuity savings fund -- member's contribution. The annuity savings fund is a fund 

17 in which the contributions for the members to provide for their annuities Sflall must be accumulated in 

18 individual accounts for each member. The normal contribution of each member is 7 .044% of rus the 

19 member's earned compensation. Contributions to and payments from the annuity savings fund Sflall must 

20 be made in the following manner: 

21 ( 1 l (a) Each employer, pursuant to section 414(h)(2I of the federal Internal Revenue Code of 1954, 

22 as amended and applicable on July 1, 1985, shall pick up and pay the contributions WHH,f\ that would be 

23 payable by the member under this section for service rendered after June 30, 1985. 

24 (b) The member's contributions picked up by the employer must be designated for all purposes of 

25 the retirement system as the member's contributions, except for the determination of a tax upon a 

26 distribution from the retirement system. These contributions must become part of the member's 

27 

28 

29 

30 

accumulated contributions but must be accounted for separately from those previously accumulated. 

(c) The membm'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 e,arned compensation as 1:1sed te define his average final esffi13ensation defined in 
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19-20-101. The employer shall deduct from the member's compensation an amount equal to the amount 

2 of the member's contributions picked up by the employer and remit the total of the contributions to the 

3 retirement board. 

4 (d) The deductions sl,all must be made notwithstanding that the minimum compensation provided 

5 by law for a member may be reduced H1eresy by the deductions. ~ Each member is considered to 

6 consent to the deductions prescribed by this section, and payment of salary or compensation less the 

7 deductions is a complete discharge of all claim::. whatseever for the services rendered by the member during 

8 the period covered by the payment, except as to the benefits provided by the retirement system. 

9 12) In addition to the normal contributions and subject to the approval of the retirement board, -v 

10 2 member may redeposit in the annuity savings fund, by a single payment or by an increased rate of 

11 contribution, an amount equal to -v accumulated contributions whieh he that the member has previously 

12 withdrawn, plus interest in the amount the contributions would have earned had the contributions not been 

13 withdrawn. 

14 (3) The accumulated contributions of a member withdrawn by fltfA the member or paid to f\is the 

15 member's estate or to ms the member's designated beneficiary in event of f\is the member's death sl,all 

16 must be paid from the annuity savings fund. Upon the retirement of a member, f\is the member's 

17 accumulated contributions sl,all must be transferred from the annuity savings fund to the pension 

18 accumulation fund." 

19 

20 Section 6. Section 19-20-706, MCA, is amended to read: 

21 "19-20-706. Exemption from taxation and legal process. Except as provided in 1 0 2 007 [section 

22 fil, the pensions, annuities, or any other benefits accrued or accruing to any person under the provisions 

23 of the retirement system and the accumulated contributions and cash and securities in the various funds 

24 of the retirement system are: 

25 11) exempted from any state, county, or municipal tax of the state of Montana except for: 

26 la) a retirement allowance received in excess of $3,600 or adjusted by an amount determined 

27 pursuant to 15-30-111 (2)(c)lii); or 

28 lb) a withdrawal paid under 19-20-603 of a member's contributions picked up by an employer after 

29 June 30, 1985, as provided in 19-20-602; 

30 (2) not subject to execution, garnishment, attachment by trustee process or otherwise, in law or 
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equity, or any other process; and 

2 (3) unassignable except as specifically provided in this chapter." 

3 

4 Section 7. Section 19-20-904, MCA, is amended to read: 

5 "19-20-904. A.djustment of allowance. ( 11 If atl-'f .!! disability beneficiary is engaged in or is able 

6 to engage in a gainful occupation paying more than the difference between f½is the beneficiary's retirement 

7 allowance and f½is the beneficiary's average final compensation or the difference between the median salary 

8 of those members retired during the preceding fiscal year and f½is the beneficiary's retirement allowance, 

9 whichever is greater, hls pension shall the retirement allowance must be reduced to an amount wf\ief\ that, 

1 0 together with his annlcli"l-y--a-m:i the amount earnable by l:iiffi the beneficiary, is equal to Jc.ts the beneficiary's 

11 average final compensation or the median salary of those members retired during the preceding fiscal year, 

1 2 whichever is greater. 

1 3 (2) If f½is the beneficiary's earning capacity is changed later, his pension the beneficiary's retirement 

14 allowance may be further modified, but the new pension allowance may not exceed the pension retirement 

15 allowance originally granted or an amount wf\ief\ that, when added to the amount earnable by the 

16 beneficiary, together ,,.,ith his annlclity equals f½is the beneficiary's average final compensation. 

17 (3) The board may, in its discretion, require a recipient of a disability retirement allowance to 

18 annually submit an earning statement and any documentation necessary to support the earnings of the 

19 recipient. 

20 ~Ml A beneficiary restored to active service at a salary less than the average final compensation 

21 upon the basis of which t.e the beneficiary was 'retired may not become a member of the retirement system 

22 while receiving a reduced benefit." 

23 

24 NEW SECTION, Section 8. Compensation limit. Compensation in excess of the limitations set 

25 forth in section 401 la)l 17) of the Internal Revenue Code must be disregarded for individuals who are not 

26 eligible employees. The limitation on compensation for eligible employees may not be less than the amount 

27 that was allowed to be taken into account under this chapter on July 1, 1993. For purposes of this 

28 section, an eligible employee is an individual who was a member in the retirement system prior to July 1, 

29 1996. 

30 
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NEW SECTION. Section 9. Alternate payees -- family law orders. ( 11 A participant in a retirement 

2 system may have the participant's rights modified or recognized by a family law order. 

3 (21 For purposes of this section: 

4 (a) "participant" means a member or an actual or potential beneficiary, survivor, or contingent 

5 annuitant of the retirement system designated pursuant to this chapter; and 

6 (bl "family law order" means a judgment, decree, or order of a court of competent jurisdiction 

7 under Title 40 concerning child support, parental support, spousal maintenance, or marital property rights 

8 that includes a transfer of all or a portion of a participant's payment rights in a retirement system to an 

9 alternate payee in compliance with this section. 

1 O (3) A family law order must identify an alternate payee by full name, current address, and social 

11 security number. An alternate payee's rights and interests granted in compliance with this section are not 

12 subject to assignment, execution, garnishment, attachment, or other process. An alternate payee's rights 

13 or interests may be modified only by a family law order amending the family law order that established the 

14 right or interest. 

15 (4) A family law order may not require: 

16 (al a type or form of benefit, option, or payment not available to the affected participant under the 

1 7 appropriate retirement system; or 

18 (bl an amount or duration of payment greater than that available to a participant under the 

19 appropriate retirement system. 

20 (5) A family law order may only provide for payment to an alternate payee as follows: 

21 (a) Service retirement benefit payments or withdrawals of member contributions may be 

22 apportioned by directing payment of a percentage of the amount payable or payment of a fixed amount of 

23 no more than the amount payable to the participant. 

24 (b) The maximum amount of disability or survivorship benefits that may be apportioned to alternate 

25 payees is the monthly benefit amount that would have been payable on the date of termination of service 

26 if the member had retired without disability or death. 

27 (cl Retirement benefit adjustments for which a participant is eligible after retirement may be 

28 apportioned only if existing benefit payments are apportioned. The adjustments must be apportioned in the 

29 same ratio as existing benefit payments. 

30 (di Payments must be limited to the life of the appropriate participant. The duration of payments 
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to an alternate payee may be further limited only to a specified maximum time, the life of the alternate 

2 payee, or the life of a specified participant. Payments to an alternate payee may be limited to a specific 

3 amount per month if 1he number of payments is specified. The alternate payee's rights and interests 

4 survive the alternate payee's death and may be transferred by inheritance. 

5 (e) The participant may be required to choose a specified form of benefit payment or designate a 

6 beneficiary or contingent annuitant if the retirement system allows for that option. 

7 (6) The board may assess a participant or an alternate payee for all costs of reviewing and 

8 administering a family law order, including reasonable attorney fees. The board may adopt rules to 

9 implement this section. 

10 

11 NEW SECTION. Section 10. Rollover or transfer of public employee accumulated contributions. 

12 ( 1) A member who is eligible to qualify service under this chapter may at any time before retirement apply 

13 to roll over or transfor the member's accumulated contributions on deposit with any other qualified 

14 retirement plan. The total amount transferred to the retirement system may not exceed the amount due 

15 to purchase service. 

16 (2) If the account includes both tax-deferred and taxed contributions, the transferring agency shall 

17 identify the member's tax-deferred and taxed contribution and interest balances at the time the transfer is 

18 made. 

19 

20 NEW SECTION. Section 11. Repealer. Section 19-20-207, MCA, is repealed. 

21 

22 NEW SECTION. Section 12. Codification instruction. (1) [Sections 8 and 91 are intended to be 

23 codified as an integral part of Title 19, chapter 20, and the provisions of Title 19, chapter 20, apply to 

24 [sections 8 and 91. 

25 (2) [Section 1 OJ is intended to be codified as an integral part of Title 19, chapter 20, part 4, and 

26 the provisions of Title 19, chapter 20, part 4, apply to [section 1 OJ. 

27 

28 NEW SECTION. Section 13. Effective dates. ( 1) [Sections 1 through 3, !5 through 7, and 9 

29 through 12 and this section] are effective on passage and approval. 

30 12) [Sections 4 and 8) are effective July 1, 1995. 

-END-
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