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A BILL FOR AN ACT ENTITLED: "AN T GENEHALLY REVlSlNG 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

W W ~N ;T s W

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  SECTIONS19-2-307, 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 19-2-307, 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 recagnized by a family law arder.

24 {2} For purposes of this section:

25 (a) "participant” means a member or an actual or potential beneficiary, surviver, 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 20; 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 compliance with this section.

{3) A family law order must identify an alternate payee by full name, current address, and social
security number. An alternate payee’s rights and interests granted in compliance with this section are not
subject to assignment, execution, garnishment, attachment, or other process. An altgrnate payee’s rights
or interests may be modified only by a family law order amending the family law order that established the
right or interest.

(4} A family law order may not require:

(a) atype or form of benefit, option, or payment not available to the affected participant under the
appropriate retirement system; or

(b} an amount or duration of payment greater than that available to a participant under the
appropriate retirement system.

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

{a) Service retirement benefit payments or withdrawals of member contributions may be
apportioned by directing payment of a percentage of the amount payable or payment of a fixed amount of
no more than the amount payable to the participant.

{b) The maximum amount of disability ar survivorship benefits that may be apportioned to alternate
payees is the monthly benefit amount that would have been payable on the date of termination of service
if the member had retired without disability or death.

{c) Retirement benefit adjustments for which a participant is eligible after retirement may be
apportioned only if existing benefit payments are apportioned. The adjustments must be apportioned in the
same ratio as existing benefit payments.

(d} Payments must be limited to the life of the appropriate participant. The duration of payments
to an alternate payee may be further limited only to a specified maximum time, the life of the alternate
payee, or the life of & specified participant. Payments to an alternate payee may be limited to a specific
amaunt per month if the number of payments is specified. The alternate payee's rights and interests
survive the alternate payee’s death and may be transferred by inheritance.

{e) The participant may be required to choose a specified form of benefit payment or designate a
beneficiary or contingent annuitant if the retirement system allows for that option.

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

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

Section 2. Section 192-20-101, MCA, is amended to read:

"19-20-101. Definitions. As used in this chapter, uniess the context clearly indicates otherwise,
the following definitions apply:

{1} "Accumulated contributions” means the sum of all the amounts deducted from the
campensaticn of a member or paid by a member and credited to kis the member’s individual account in the
annuity savings fund, together with interest. Regular interest shal must be computed and allowed to
provide a benefit at the time of retirement.

{2) "Actuarial equivalent” means a benefit of equal value when computed, with regular interest,
on the basis of the 1971 Group Annuity Mortality Table, with ages set back 4 years and an interest rate
of 8% compounded annually.

{3) "Annuity" means the payments made to a beneficiary for life whieh that are derived from a
member’'s accumulated contributions.

{4y "Annuity reserve” means the present value of all payments to be made on account of a
member’s annuity computed, with regular interest, on the basis of the mortality tables adopted by the
retirement board.

{5) (a) "Average final compensation” means the average of the earned compensation of a member
during the 3 consecutive years of full-time service whiek that yield the highest average and on which

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

{bY In determining a member’s retirement allowance under 13-20-802 or 19-20-804, the-ameuit

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

than 110% of the previous year’s compensation_ included in the calculation of average final compensation

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

rule by the retirement board.
(c) Earned compensation in excess of the amount specified in subsection (5)(b) is considered
termination pay as provided in subsection {5){d).

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

(i) use the tatal 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.

(i) use a yearly amount of termination pay added to each of the 3 consecutive years’ salary used
in the calculation of the average final compensations 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 must 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 18-20-602 and 19-20-605 must be
refunded.

{(e) For purposes of this subsection {5), 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 18-20-401.

(8} "Earned compensation” means the-ful-compensation—pay—orsalaryectually paidte-a-member

by [section 8], 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 theful-compensetion:

pay—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,
provided that the retirement system receives the contribution required by 19-20-413. The earned
compensation of a member who had less than 3 consecutive years of full-time service during the 5 years

preceding bs the member’s retirement is the compensation, pay, or salary whish-he that the member would

have earned had kis the member's part-time service been full-time service. The earned compensation of
a member who is awarded a disability retirement allowance prior to the completion of a full year is the

compensation, pay, or salary whieh-he that the member would have received had ke the member completed

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

limited to the amount actually paid and is not the amount ke that the member would have earned had he

the member completed the full year.

(9} "Employer" means the state of Montana, the trustees of a district, or any other agency or
subdivision of the state whieh that employs a persen who is designated a member of the retirement system.

(10} "Full-time service” means service whieh that is full-time and whieh that extends over a normal
academic year of at least 9 months. With respect to those members employed by the office of the
superintendent of public instruction, any other state agency or institution, or the office of a county
superintendent, ~full-time service means service whieh that is full-time and whieh that totals at least 9
months in any ere year.

{11) "Member” means a person who has an individual account in the annuity savings fund. An
active member is a person included under the provisions of 19-20-302. An inactive member is a person
included under the provisions of 19-20-303.

(12} "Part-time service" means service whieh that is less than full-time or whieh that totals less than
9 months in any ene year. Part-time service shat must be credited in the proportion that the actual time
worked bears to full-time service.

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

{14} "Pension reserve" means the present value of all payments to be made on account ¢f a pension
computed, with regular interest, on the bhasis of the mortality tables adopted by the retirement board.

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

(18) "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).
{17) "Retirement allowance" means the annuity plus the pension.
{18) "Retirement board" means the ratirement system’s governing board provided forin 2-15-1010.
(19) "Retirement system" means the teachers’ retirement system of the state of Montana provided
for in 19-20-102.
(20) "Service" means the performance of sgeh instructional duties or related activities as that would

entitle the person 10 active membership in the retirement system under the provisions of 19-20-302."

Section 3. Section 19-20-203, MCA, is amended to read:
"19-20-203. Officers and employees of retirement board. {1} Itis the duty of the retirement board
to:

+H{a) elect a ehairmran presiding officer from its membership;

£2i{b) appoint a secretary who may be one of its members;

£3{c) employ technical or administrative employees who are necessary for the transaction of the
business of the retirement system; and

4{d) designate an actuary who meets the qualifications established by the retirement board to
assist the retirement board with the technical actuarial aspects of the operation of the retirement system,
which includes establishing mortality and service tables and making an actuarial investigation at least once
every b years into the mortality, service, and compensation experience of the members and beneficiaries
of the retirement system.

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

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

"19-20-302. Active membership. (1) Uniess otherwise provided by this chapter, the fallowing
persons must be active members of the retirement system, with the exception that those persons who
became eligibie for membership on September 1, 1937, or on September 1, 1939, and wha elected not to
become members under the provisions of the law at that time are not required to be members:

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

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

of:
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(i} a vocatiocnal-technical center; or

(i} a unit of the Montana university system and who has not elected or is not required to participate
in the optional retirement program under Title 19, chapter 21;

{c) any person employed as a speech therapist, school nurse, or school psychologist or in an
instructional services capacity by the office of the superintendent of public instruction, the office of a
county superintendent, a special education cooperative, a public institution of the state of Montana, the
Montana state school for the deaf and blind, or a school district;

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

{e} any person who has elected not to become a member of the retirement system and is reentering

service in a capacity prescribed by fal—tbi—tel—er{dief-this subsection (1){a), (1)(b), {1}{c), or {1}{d);

{(f} any person who has elected not to become a member of the retirement system, who has been

continuously employed in a capacity prescribed by ta-4bh-{el—er{d-ef-this subsection (1){a}, {1){b}), (1){c),

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

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

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

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

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

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

superintendent of schools.

£43) In order to be eligible for active membership, apy a person described in subsection (1) or (2)
must:

{a) be employed in the capacity prescribed for the person’s eligibility for at least 30 days in any
fiscal year; and

(b} have the compensaticn for the person’s creditable service totatly paid by an employer.

+334] (a) A substitute teacher:

{iy may elect to become an active member of the retirement system on the first day of employment
in any fiscal year; or

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

fiscal year if the substitute teacher has not elected membership under subsection {3}aM# (4){a){i).
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{b) The employer shall give written notification to a substitute teacher on the first day of
employment in any fiscal year of the option to elect membership under subsection {3+aHs (4)(a}li).

#4}(5) A substitute teacher who did not elect membership under subsection 3HaH# (4)(alli) and
who subsequently becomes a member must be awarded creditable service for substitute teaching service
if the substitute teacher contributes:

{a) an amount equal to the combined employee and employer contributions that would have been
made if the substitute teacher had elected membership; plus

{b) interest at the rate the contributions would have earned if they had been on deposit with the
retirement system.

#B}B) At any time a person’s eligibility to become a member of the retirement system is in doubt,
the retirement board shall determine the person’s eligibility for membership. Al persons in similar

circumstances shall must be treated alike."”

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 annuitias skal must be accumulated in
individuai accounts for each member. The normal contribution of each member is 7.044% of his the
member's earned cempensation. Contributions to and payments from the annuity savings fund shal must
be made in the following manner:

(1) (a) Each employer, pursuant to section 414(h){2) of the federal Internal Revenue Code of 1954,
as amended and applicable on July 1, 1985, shall pick up and pay the contributions whieh 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 accumuiated.

(c] The member’s contributions picked up by the employer must be payable from the same source
as is used to pay compensation to the member and must be included in the member’s wages-as-defined

#—-3+0-1-102and-his earned compensation as used-te-define—his—averago—final-ecompensation defined in

19-20-101. The employer shall deduct from the member’s compensation an amount equai 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 shalt must be made notwithstanding that the minimum compensation provided

by law for a member may be reduced thereby by the deductions. Ewery 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 whatseever for 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, ary
a member may redeposit in the annuity savings fund, by a single payment or by an increased rate of

contribution, an amount equal to amy accumulated contributions which-he 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 kim the member or paid to his the
member’s estate or to his the member’'s designated beneficiary in event of kis the member’s death shal
must be paid from the annuity savings fund. Upon the retirement of a member, kis the member’'s
accumulated contributions shat must be transferred from the annuity savings fund to the pension

accumulation fund.”

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

"19-20-706. Exemption from taxation and legal process. Except as provided in 38-2-80+ [section
9]. the pensions, annuities, or any other benefits accrued or accruing to any person under the provisions
of the retirement system and the accumulated contributions and cash and securities in the various funds
of the retirement system are:

{1} exempted from any state, county, or municipal tax of the state of Montana except for:

{a} a retirement allowance received in excess of $3,600 or adjusted by an amount determined
pursuant to 15-30-111(2}(c)(ii); or

{b) & withdrawal paid under 19-20-603 of a member’s contributions picked up by an employer after
June 30, 1985, as provided in 19-20-602;

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

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

Section 7. Section 19-20-904, MCA, is amended to read:
"19-20-904. Adjustment of allowance. {1) If ary a disability beneficiary is engaged in or is able

to engage in a gainful occupation paying more than the difference between his the beneficiary’s retirement

allowance and k4 the beneficiary’s average final compensation or the difference between the median salary

of those members ratired during the preceding fiscal year and b the beneficiary's retirement allowance,

whichever is greater, his-pensier-shal the retirement allowance must be reduced to an amount whieh that,

together with his-anruity-and the amount earnable by kirs the beneficiary, is equal to kis the beneficiary’s

average final compensation or the median salary of those members retired during the preceding fiscal year,
whichever is greater.

{2) If kis the beneficiary's earning capacity is changed later, bis-pension the beneficiary’s retirement

allowance may be further modified, but the new persien allowance may not exceed the penasien retirement

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

beneficiary, tegethe—with-his—annuity equals kis the beneficiary’s average final compensation.

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

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

recipient.
{344} A beneficiary restored to active service at a salary less than the average final compensation
upon the basis of which ke the beneficiary was retired may not became a member of the retirement system

while receiving a reduced benefit.”

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

forth in section 401(al(17] of the Internal Revenue Code must be disregarded for individuals who are not
eligible employees. The limitation an compensation for eligible employees may not be less than the amount
that was allowed to be taken into account under this chapter on July 1, 1983. For purposes of this

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

1998.

NEW SECTION. Section 9. Alternate payees -- family law orders. (1) A participantin a retirement

-10 -
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system may have the participant’s rights modified or recognized by a family law order.

(2} For purposes of this section:

{a) "participant” means a member or an actual or potential beneficiary, survivor, or contingent
annuitant of the retirement system designated pursuant to this chapter; and

{b) "family law order” means a judgment, decree, or order of a court of competent jurisdiction
under Title 40 concerning child support, parental support, spousal maintenance, or marital property rights
that includes a transfer of all or a portion of a participant’s payment rights in a retirement system to an
alternate payee in compliance with this section.

(3) A family law order must identify an alternate payee by full name, current address, and social
security number. An alternate payee’'s rights and interests granted in compliance with this section are not
subject to assignment, execution, garnishment, attachment, or other process. An alternate payee's rights
or interests may be modified only by a family law order amending the family law order that established the
right or interest.

(4} A family law order may not require:

{a) atype or form of benefit, option, or payment not available to the affected participant under the
appropriate retirement system; or

(h) an amount or duration of payment greater than that available to a participant under the
appropriate retirement system.

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

{a) Service retirement benefit payments or withdrawals of member contributions may be
apportioned by directing payment of a percentage of the amount payable or payment of a fixed amount of
no more than the amount payable to the participant.

(b} The maximum amount of disability or survivorship benefits that may be apportioned to alternate
payees is the monthly benefit amount that would have been payable on the date of termination of service
if the member had retired without disability or death.

{¢) Retirement benefit adjustments for which a participant is eligible after retirement may be
apportioned only if existing benefit payments are apportioned. The adjustments must be apportioned in the
same ratio as existing benefit payments.

{d} Payments must be limited to the life of the appropriate participant. The duration of payments

1o 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
amount per month f the number of payments is specified. The alternate payee's rights and interests
survive the alternate payee’s death and may be transferred by inheritance.

(e) The participant may be required to choose a specified form of benefit payment or designate a
beneficiary or contingent annuitant if the retirement system allows for that option.

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

implement this section.

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

(1) A member who is eligible to qualify service under this chapter may at any time before retirement apply
to roll over or transfer the member’s accumulated contributions on deposit with any othar qualified
retirement plan. The total amount transferred to the retirement system may not exceed the amount due
to purchase service.

{2) If the account includes both tax-deferred and taxed contributions, the transferring agency shail
identify the member’s tax-deferred and taxed contribution and interest balances at the time the transfer is

made.

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

NEW SECTION. Section 12. Codification instruction. (1} [Sections 8 and 9] are intended to be
codified as an integral part of Title 19, chapter 20, and the provisions of Title 19, chapter 20, apply to

[sections 8 and 91.

(2) [Sectior 10] is intended to be codified as an integral part of Title 19, chapter 20, part 4, and

the provisions of Title 19, chapter 20, part 4, apply to [section 10}.

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

through 12 and this section] are effective on passage and approval.
{2) [Sections 4 and 8] are effective July 1, 1995,
-END-
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HR(0205, as introduced

DESCRIPTION QF PROPQSED 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 hoard; 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 digability 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 :

1. 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 IMPACT:
None
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DAVE LEWIS, BUDGET DIRECTOR DATE N JOHN JISE PRIMARY SPONSOR  DATE
Office of Budget and Program Planning /
iscal Note for HB0205, as introduced
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TEACHERS' RETIREMENT SYSTEM,; CLARIFYING COMPENSATICON 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

QO O O N O,

PROHIBITED FROM BECOMING ACTIVE MEMBERS OF THE PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
" 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  BEIT 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 179+
27 28; and

28 {b) “family law order” means a judgment, decree, or order of a court of campetent jurisdiction
29 under Title 40 concerning child suppart, 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

Montana I'.egmatlvo councii SECON’D READING



54th Legisiature LCU529.01

10
1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

alternate payee in compliance with this section.

{3y A family law order must identify an alternate payee by full name, current address, and social
security number, An alternate payee's rights and interests granted in compliance with this section are not
subject to assignment, execution, garnishment, attachment, or other process. An alternate payee’'s rights
or interests may be modified only by a family iaw order amending the family law order that established the
right or interest.

(4) A family law order may not require:

(a) atype or form of benefit, option, or payment not available ta the affected participant under the
appropriate retiremen: system; or

{b) an amount or duration of payment greater than that available to a participant under the
appropriate retirement system.

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

{a) Service ratirement benefit payments or withdrawals of member contributions may be
appoertioned by directing payment of a percentage of the amount payable or payment of a fixed amount of
no more than the amount payable to the participant.

{b) The maximum amount of disability or survivarship benefits that may be apportioned to alternate
payees is the monthly benefit amount that would have been payable on the date of termination of service
if the member had retired without disability or death.

{c) Retirement benefit adjustments for which a participant is eligible after retirement may be
apportioned only if existing benefit payments are apportioned. The adjustments must be apportioned in the
same ratio as existing benefit payments.

{d) Payments must be limited to the life of the appropriate participant. The duration of payments
to an alternate payee may be further limited only to a specified maximum time, the life of the alternate
payee, or the life of a specified participant. Payments to an alternate payee may be limited to a specific
amount per month if the number of payments is specified. The alternate payee’s rights and interasts
survive the alternate payee’s death and may be transferred by inheritance.

{e) The participant may be required to choose a specified form of benefit payment or designats a
beneficiary or contingent annuitant if the retirement system allows for that option.

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

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

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

"19-20-101. Definitions. As used in this chapter, unless the context clearly indicates otherwise,
the following definitions apply:

{1 "Accumuiated contributions” means the sum of all the amounts deducted from the
compensation of a member or paid by a member and credited to kis the member’s individual account in the
annuity savings fund, together with interest. Regular interest shall must be computed and allowed to
provide a benefit at the time of retirement,

{2) "Actuarial equivalent” means a benefit of equal value when computed, with regular interest,
on the basis of the 1971 Group Annuity Mortality Table, with ages set back 4 years and an interest rate
of 8% compounded annually.

{3} "Annuity” means the payments made to a beneficiary for life whieh that are derived from a
member’s accumulated contributions.

{4) "Annuity reserve” means the present value of all payments to be made on account of a
member’'s annuity computed, with reguiar interest, on the basis of the mortality tables adopted by the
retirement board.

{8) (a) "Average final compensation" means the average of the earned compensation of a member
during the 3 consecutive years of full-time service whieh that yield the highest average and on which

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

(b} In determining a member’s retirement allowance under 19-20-802 or 19-20-804, she-amaant

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

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

or_the earned compensation reparted to the retirement system, whichever is less, except as provided by

rule by the retirement board.
(c) Earned compensation in excess of the amount specified in subsection (5)(b) is considered
termination pay as provided in subsection (5}(d).

(dY If the earned compensation includes any termination pay, the member shall select one of the

-3.
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following options:

{ii use the to-al termination pay in the calculation cf 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.

lii) use a yearty amount of termination pay added to each of the 3 consecutive years’ salary used
in the calculation of the average final compensations 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 creditaole service
to determine a yearly amount. The member and the employer must ghall pay caontributions on the
termination pay according to the rates provided for in 19-20-602(1) and 19-20-605(1}.

(i) 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.

te) For purposes of this subsection (5}, termination pay includes any form ot termination pay or
any lump-sum payment for deferred compensation, sick leave, or accumulated vacatian 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 the-ful-compensation—pay-of-Solary-actualy-paid-te-a-rmember

by [section B8], remuneration paid for services by a member out of funds controlled by an employer, as

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

exclusive of maintenance, ailowances, and expenses. The earned compensation is thefuib-compensation;

pay—er-salary remuneration that would have been paid to a member for full-time service but was not paid

-4 -
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to the member because of a reduction in compensation, pay, or salary due to a temporary absence,
provided that the retirement system receives the contribution required by 12-20-413. The earned
compensation of a member who had less than 3 consecutive years of full-time service during the 5 years

preceding Ais the member’s retirement is the compensation, pay, or salary wiieh-he that the member would

have earned had ks the_ member’s part-time service been full-time service. The earned compensation of
a member who is awarded a disabiiity retirement allowance prior to the completion of a fuil year is the

compensation, pay, or salary whieh-he that the member would have received had ke the member completed

the full year, except that any termination pay, as defined in subsection (5){e}, received by the member 1s

limited to the amount actuatly paid and is nat the amount ke that the member would have earned had ke

the member completed the full year.

(3) "Employer” means the state of Montana, the trustees of a district, or any other agency or
subdivision of the state whieh that employs a person who is designated a member of the retirement system.

(10) "Fuil-time service” means service whieh that is full-time and whieh that extends over a normal
academic year of at least 9 months. With respect to those members empioyed by the office of the
superintendent of public instruction, any other state agency or institution, or the office of a county
superintendent, =full-time service~ means service whieh that is full-time and whieh that totais at least 9
months in any ore year.

{11) "Member" means a person who has an individual account in the annuity savings fund. An
active mamber is a person included under the provisions of 18-20-302, An inactive member is a persaon
included under the provisions af 19-20-303.

{12) "Part-time service" means service whieh that is less than full-time or whiek that totals iess than
9 months in any aRe year. Part-time service skal must be credited in the proportion that the actual time
worked bears to full-time service.

(13) "Pension" means the payments made to a beneficiary for life whish that are paid out of the
pension accumuiation fund.

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

{15) "Priar service" means empioyment of the same nature as service defined in subsection (20)
ef—{-hrs—seet-re-n but rendered before September 1, 1937.

{16) "Reguiar interest” means interest at 4% per annum campounded annually or at such other rate

-5 -
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as may be set by the retirement board in accordance with 19-20-501{2}.
(17) "Retirement allowance” means the annuity pfus the pension.
(18} "Retirement board” means the retirement system’s governing board provided forin 2-15-1010.
{19) "Retirement system"” means the teachers’ retirement system of the state of Montana prov:ded
for in 19-20-102.
{20V "Service" means the performance of sweh instructional duties or related activities as that would

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

Section 3. Section 19-20-203, MCA, is amended to read:
"19.20-203. Officers and employees of retirement board. (1} Itis the duty of the retirement board
to:

H(a) elect a ehairmar presiding officer from its membership;

{2}(b} appoint a secretary who may be one of its members;

&33c) employ technical or administrative employees who are necessary for the transaction of the
business of the retirement system; and

{44{d) designate an actuary who meets the qualifications established by the retirement beard to
assist the retirement board with the technical actuarial aspects of the operation of the retirement system,
which includes establishing mortality and service tables and making an actuarial investigation at least once
every 5 years into the mortality, service, and compensation experience of the members and beneficiaries
of the retirement system,

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

Section 4. Section 19-20-302, MCA, is amended 1o read:

"19-20-302. Active membership. (1) Unless otherwise provided by this chapter, the following
persons must be active members of the retirement system, with the exception that those persons who
became eligible for membership on September 1, 1937, or on September 1, 1939, and who elected not to
become members under the provisions of the law at that time are not required to be members:

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

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

of:
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(i) a vocational-technical center; or

{ii} a unit of the Montana university system and who has not elected or is not required to participate
in the optional retirement program under Title 19, chapter 21;

(c) any person employed as a speech therapist, school nurse, or school psychologist or in an
instructional services capacity by the cffice of the superintendent of public instruction, the office of a
county superintendent, a special education cooperative, a public institution of the state of Montana, the
Montana state school for the deaf and blind, or a school district;

{d) any person who is an administrative officer or a member of the instructional staff of the board
of public education;

{e} any person whao has eiected not to become a member of the retirement systern and is reentering

service in a capacity prescribed by (al—bh—{ei—ort{dl-ef-this subsection {1){a}, {1){b), (1}{c), or {1}{d);

{f) any person who has efected not to become a member of the retirement system, who has been

continuously employed in a capacity prescribed by {ak-H—tei—ortd-of-this subsection (1)(a), {1}{b}, (1}(c),

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

{2) A person elected to the office of county superintendent of schools after Juty 1, 1995 is not

eligible for optional membership in the public employees retirement system under the provisions 0f19-3-412

and may, within 30 days of taking office, elect to become_an active member of the teachers’ retirement

system. The retirement system membership of an elected county superintendent of schoo!s as of June 30,

1985 must remmain unchanged for as long as the person continues to serve in the capacity of county

superintendent of schools.

+23(3) In order to be eligible for active membership, ary a person described in subsection (1) or (2]
must:

(a) be employed in the capacity prescribed for the person’s eligibility for at least 30 days in any
fiscal year; and

{b) have the compensation for the person’s creditable service totally paid by an emplover.

{3}+{4) (a) A substitute teacher:

{i)y may elect to become an active member of the retirement system on the first day of employment
in any fiscal year; or

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

fiscal year if the substitute teacher has not elected membership under subsection {3Haké (4}(a)(i).

-7 -
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(b} The emgloyer shall give written notification to a substitute teacher on the first day of
employment in any fiscal year of the option to elect membership under subsection HaHi (41(al(l).

4(5) A substitute teacher who did not elect membership under subsection 3+axh (4)(a)() and
who subsequently becomes a member must be awarded creditable service for substitute teaching service
if the substitute teacher contributes:

{a) an amount equal to the combined employee and employer contributions that would have been
made if the substitute teacher had elected membership; plus

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

#B}6) At any time a person’s eligibility to become a member of the retirement system is in doubt,
the retirement board shall determine the person’s eligibility for membership. All persons in simiiar

circumstances sha# must be treated alike.”

Section 5. Section 19-20-602, MCA, is amended to read:
"19-20-602. Annuity savings fund -- member’s contribution. The annuity savings fund 1s a fund
in which the contributions for the members to provide for their annuities skel must be accumulated in

individual accounts for each member. The normal contribution of each member is 7.044% of a5 the

member's earned compensation. Contributions to and payments from the annuity savings fund shal must
be made in the following manner:

{1) (a) Each employer, pursuant to section 414(h)(2} of the federat internal Revenue Code of 1954,
as amended and apgiicable on July 1, 1985, shall pick up and pay the contributions whieh 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 empioyer must be designated far all purposes of
the retirement system as the membear’s contributions, except for the determination of a tax upan a
distribution from the retirement system. These contributions must become part of the member’s
accumulated contributions but must be accounted for separately from those previously accumulated.

(c) The member’'s contributions picked up by the employer must be payable from the same source
as is used to pay compensation to the member and must be included in the member’'s wages-as—defined
1031102 and-hiv earned compensation as wsedto-define—his-average—fnal-compensation 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 shall must be made notwithstanding that the minimum compensation provided

by law for a member may be reduced #hereby by the deductians. Ewery 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 whatseewver for 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 appraval of the retirement board, any
a member may redeposit in the annuity savings fund, by a single payment or by an increased rate of

cantribution, an amount equal to afy accumulated contributions whieh-he that the member has previously

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

{3) The accumuiated contributions of a member withdrawn by kim the member or paid to his the
member’'s estate or 10 kis the member’s designated beneficiary in event of ks the member’'s death shaH
must be paid from the annuity savings fund. Upon the retirement of a member, kis the member’s

accumulated contributions ska# must be transferred from the annuity savings fund to the pension

accumuiation fund.”

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

"19-20-706. Exemption from taxation and legal process. Except as provided in +9-2-8084 [section
9]. the pensions, annuities, or any other benefits accrued or accruing to any person under the provisions
of the retirement system and the accumulated contributions and cash and securities in the various funds
of the retirement system are:

{1} exempted from any state, county, or municipal tax of the state of Montana except for:

(a) a retirement allowance received in excess of $3,600 or adjusted by an amount determined
pursuant to 15-30-111(2){c}{ii); or

{b) awithdrawal paid under 19-20-603 of a member’s contributians picked up by an employer after
June 30, 1985, as provided in 19-20-602;

{2) not subject to exacution,_ garnishment, attachment by trustee process or otherwise, in law or

equity, or any other process; and
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{3) unassignable except as specifically provided in this chapter.”

Section 7. Section 19-20-904, MCA, is amended to read:
"19-20-904. Adjustment of allowance. (1) |f apy a disability beneficiary is engaged in or is able

to engage in a gainful occupation paying more than the difference between his the beneficiary’s retirement

allowance and bis the beneficiary’s average final compensation or the difference between the median saiary

of those members retired during the preceding fiscal year and his the beneficiary's retirement aliowance,

whichever is greater, Ris-penrsion-shall the retirement allowance must be reduced to an amount wh+eh that.

together with his-anruity-and the amount earnable by ki the beneficiary, is equal to kis the beneficiary’s

average final compensation ar the median salary of those members retired during the preceding fiscal year,
whichever is greater.

(2} |f his the beneficiary’s earning capacity is changed later, Ris-pansion the beneficiary’s retirement

allowance may be further modified, but the new pensien allowance may not exceed the gensien retirement
allowance originally granted or an amount whieh that, when added to the amount earnable by the

beneficiary, tegetherwith-his-anauity equals ks the beneficiary’s average final compensation.

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

annually submit an earning_statement and any documentation necessary to support the earnings of the

recipient.
3H4) A beneficiary restored to active service at a salary less than the average final compensation
upon the basis of which ke the beneficiary was retired may not becoeme a member of the retirement system

while receiving a reduced benefit.”

NEW SECTION. Section 8. Compensation limit. Compensation in excess of the limitations set
forth in section 401{a}(17) of the Internal Revenue Code must be disregarded for individuals who are not
eligible employees. The limitation on compensation for eligible employees may not be less than the amount
that was allowed 1o be taken into account under this chapter on July 1, 1893. For purposes of this

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

1996.

NEW SECTION. Section 9. Alternate payees -- family law orders. (1} A participantin a retirement

10 -
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system may have the participant’s rights modified or recognized by a family law order.

(2) For purposes of this section:

{a} “"participant” means a member or an actual or potential beneficiary, survivor, or contingent
annuitant of the retirement system designated pursuant 10 this chapter; and -

{b) "family law order” means a judgment, decree, or order of a court of competent junisdiction
under Title 40 concerning child support, parental support, spousal maintenance, or marital property rights
that includes a transfer of all or a portion of a participant’s payment rights in a retirement system to an
alternate payee in compliance with this section.

(3) A family law order must identify an alternate payee by full name, current address, and social
security number. An alternate payee’s rights and interests granted in compliance with this section are not
subject to assignment, execution, garnishment, attachment, or other process. An alternate payee’s rights
or interests may be modified onty by a family law order amending the family law order that established the
right or interest.

(4) A family law order may not require:

{a) atype or form of benefit, option, or payment not availabie to the affected participant under the
appropriate retirement system; or

{b) an amount or duration of payment greater than that available to a participant under the
appropriate retirement system.

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

{a) Service retirement benetit payments or withdrawals of member contributions may be
apportioned by directing payment of a percentage of the amount payable or payment of a fixed amount of
na more than the amount payable to the participant.

{b) The maximum amount of disability or survivorship benefits that may be apportioned to alternate
payees is the monthly benefit amount that would have been payable on the date of termination of service
if the member had retired without disability or death.

{c) Retirement benefit adjustments for which a participant is eligible after retirement may be
apportioned only if existing benefit payments are apportioned. The adjustments must be apportioned in the
same ratio as existing benefit payments.

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

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

S11 -
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payee, or the life of a specified participant. Payments to an alternate payee may be limited to a specific
amount per month if the number of payments is specified. The aiternate payee’s rights and interests
survive the alternate payee’s death and may be transferred by inheritance.

{e) The participant may be required to choose a specified form of benefit payment or designate a
beneficiary or contingent annuitant if the retirement system allows for that option.

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

implement this section,

NEW SECTICN. Saction 10. Rollover or transfer of public employee accumulated contributions.
(1) A member who is eligible to qualify service under this chapter may at any time before retirement apply
to roll over or transfer the member’'s accumulated contributions on deposit with any other qualified
retirement plan. The total amount transferred to the retirement system may not exceed the amount due
to purchase service.

{2) if the account includes both tax-deferred and taxed contributions, the transferring agency shall
identify the member’s tax-deferred and taxed contribution and interest balances at the time the transfer is

made.

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

NEW SECTION. Saection 12. Codification instruction. {1} [Sections 8 and 9] are intended to be
codified as an integral part of Title 19, chapter 20, and the provisions of Title 19, chapter 20, apply to
[sections 8 and 9].

(2) [Section 10]is intended to be codified as an integral part of Title 19, chapter 20, part 4, and

the provisions of Title 19, chapter 20, part 4, apply to [section 10].

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

through 12 and this section] are effective on passage and approval.
(2} [Sections 4 and 8] are effective July 1, 1995,
-END-
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6 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE LAWS RELATING TO THE
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11 PROHIBITED FROM BECCMING 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 QOFFER A TAX-DEFERRED ANNUITY PROGRAM; CLARIFYING
16 APPLICATICN 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."

20  BEIT 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} A participant in a retirement system may

24 have the participant’s rights modified or recagnized by a family law order.

25 (2) For purposes of this section:

26 {a) "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 17ef
28  2B; and

29 {b) "family law order” means a judgment, decree, or order of a court of competent jurisdiction

30 under Title 40 concerning c¢hild 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
alternate payee in compliance with this section.

(3) A family law order must identify an alternate payee by full name, current address, and social
security number. An alternate payee’s rights and interests granted in compliance with this section are not
subject to assignment, execution, garnishment, attachment, or other process. An alternate payee’s rights
or interests may be modified only by a family law order amending the family law order that established the
right or interest.

{4) A family law order may not require:

{a) atype or form of benefit, option, or payment not available to the affected participant under the
appropriate retirement system; or

(b} an amount or duration of payment greater than that available to a participant under the
appropriate retirement system.

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

(a) Service retirement benefit payments or withdrawals of member contributions may be
apportioned by directing payment of a percentage of the amount payable or payment of a fixed amount of
no more than the amount pévable to the participant.

(b) The maximum amount of disability or survivorship benefits that may be apportioned to alternate
payees is the manthly benefit amount that would have been payable on the date of termination of service
if the memoer had retired without disability or death.

(c) Retirement benefit adjustments for which a participant is eligible after retirement may be
apportioned anly if existing benefit payments are apportioned. The adjustments must be apportioned in the
same ratio as existing benefit paymenté.

(d) Payments must be limited to the life of the appropriate participant. The duration of payments
to an alternate payee may be further limited only to a specified maximum time, the life of the alternate
payee, or the life of a specified participant. Payments to an alternate payee may be limited to a specific
amount per month if the number of payments is specified. The alternate payee’s rights and interests
survive the alternate payee’'s death and may be transferred by inheritance.

(e) The participant may be required to choose a specified form of benefit payment or designate a
beneficiary or contingent annuitant if the retirement systemn allows for that option.

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

@ -2- HB 205
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administering a family law order, including reasonable attorney fees. The board may adopt rules to

implement this section.”

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

"19-20-101. Definitions. As used in this chapter, unless the context clearly indicates otherwise,
the following definitions apply:

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

{2} "Actuarial equivalent” means a benefit of equal value when computed, with reguiar interest,
on the basis of the 1971 Group Annuity Mortality Table, with ages set back 4 years and an interest rate
of 8% compounded annually.

(3} "Annuity” means the payments made to a beneficiary for life whiebh that are derived from a
member’s accumulated contributions.

{4} "Annuity reserve” means the present value of all payments to be made on account of a
member’s annuity computed, with regular interest, on the basis of the mortality tables adopted by the
retirement board.

(5} (al "Average final compensation” means the average of the earned compensation of a member
during the 3 consecutive years of full-time service whieh that vield the highest average and on which
contributions have been made as required by 13-20-602.

(b} In determining a member’s retirement allowance under 19-20-802 or 19-20-804, the-ammeuht

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

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

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

rule by the retirement board.
{c) Earned compensation in excess of the amount specified in subsection (5)(b) is considered

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

Z\'\ , -3- HB 205
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td) f the earned compensation includes any termination pay, the member shall select one of the
foilowing options:

(i} use the tota termination pay in the calculation of the average final compensation. The member
and the employer shal 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.

(i) 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 must shall pay contributions on the
termination pay according to the rates provided for in 13-20-602(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 (b}, 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 the-{ul-compensationpay—of-salary-actaaly-paidto-a-member

irelvdeary-otherametmis-para-akird-or Hirge-berefis-notactualy-paidto-a-rrember, except as limited

by [section 8], remuneration paid far services by a member out of funds controlled by an emplovyer, 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 thefull-cempensation;
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pay—ersalary remuneration that would have been paid to a member for futl-time service but was not paid
to the member because of a reduction in compensation, pay, or salary due 10 a temporary absence,
provided that the retirement system receives the contribution required by 19-20-413. The earned
compensation of a member who had léss than 3 consecutive years of full-time service during the 5 years

preceding his the member’s retirement is the compensation, pay, or salary whieh-he that the member would

have earned had his the member’s part-time service been full-time service. The earned compensation of
a member who is awarded a disability retirement allowance prior to the completion of a full year is the

compensation, pay, or salary whieh-he that the member would have received had ke the member completed

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

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

the member completed the full year.

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

(10} "Full-time service” means service whieh that is full-time and whiek that extends over a normal
academic year of at least 9 months. With respect to those members employed by the office of the
superintendent of public instruction, any other state agency or institution, or the office of a county
superintendent, =full-time service® means service whieh that is full-time and whieh that totals at least 9
months in any ere year.

(11) "Member" means a person whao has an individual account in the annuity savings fund. An
active member is a person included under the provisions of 19-20-302. An inactive member is a person
included under the provisions of 19-20-303. |

(12) "Part-time service” means service whigh that is less than full-time or whieh that totals less than
3 months in any ene year. Part-time service shal must be credited in the proportion that the actual time
worked bears to full-time service.

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

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

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

ef-this-seetion but rendered before September 1, 1937.
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{16) "Regular interest” means interest at 4% per annum compounded annually or at such other rate
as may be set by the retirement board in accordance with 18-20-501(2).

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

(18) "Retiremernit board" means the retirement system’s governing board provided forin 2-15-1010.

{19} "Retirement system” means the teachers’ retirement system of the state of Montana provided
for in 19-20-102.

{20) "Service" reans the performance of sueh instructional duties or related activities as that would

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

Section 3. Section 19-20-203, MCA, is amended to read:
"19-20-203. Officers and employees of retirement board. (1} It is the duty of the retirement board
to:

4{a} elect a ehairman presiding officer from its membership;

+24{b) appoint a secretary who may be one of its members;

{3Mc) employ technical or administrative employees who are necessary for the transaction of the
business of the retirement system; and

{4{d} designate an actuary who meets the qualifications established by the retirement board to
assist the retirement hoard with the technical actuarial aspects of the operation of the retirement system,
which includes establisning mortality and service tables and making an actuarial investigation at least once
every b years into the mortality, service, and compensation experience of the members and beneficiaries
of the retirement system.

{2} A quorum of the board is three members.”

Section 4. Section 192-20-302, MCA, is amended to read:

"19-20-302. Active membership. {1} Uniess otherwise provided by this chapter, the following
persons must be active members of the retirement system, with the exception that those persons who
became eligible for mermnbership on September 1, 1937, or on September 1, 1939, and who elected not to
become members under the provisions of the law at that time are not required to be members:

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

{b) any person who is an administrative officer or a member of the instructional or scientific staft
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of:

(i) a vocational-technical center; or

(i} aunit of the Montana university system and who has not elected or is not required to participate
in the optional retirement program under Title 19, chapter 21;

{c) any person emplbyet'i as a speech therapist, school nurse, or school psycholagist or in an
instructional services capacity by the office of the superintendent of public instruction, the office of a
county superintendent, a special education cooperative, a public institution of the state of Montana, the
Montana state school for the deaf and blind, or a school district;

(d) any person wha is an administrative officer or a member of the instructional staff of the board
of public education;

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

service in a capacity prescribed by ta—b—ter—otd-efthis subsection (1){a), {1){b}, (1}{c), or {1){d);

(f} any person who has elected not to become a member of the retirement system, who has heen

continuously employed in a capacity prescribed by fel-H—tel—ertdl-ofthis subsection (1)(a), (1}(b}, {1}ic),

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

(2} _A person elected to the office of county superintendent of schools after July 1, 1995, is not

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

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

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

1995 must remain yunchanged for as {ong as the person continues to serve in the capacity of county

superintendent of schools.

243} In order 10 be eligible for active membership, ary a person described in subsection (1) or (2)
must: |

{a) be employed in the capacity prescribed for the person’s eligibility for at least 30 days in any
tfiscal year; and

(b) have the compensation for the person’s creditable service totally paid by an employer.

{3}(4) (a) A substitute teacher:

{iy may elect to become an active member of the retirement system on the first day of employment
in any fiscal year; or

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

7. HB 205
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fiscal year if the substitute teacher has not elected membership under subsection {3xaHh (4){a)(i).

{b) The employer shall give written notification to a substitute teacher on the first day of
employment in any fiscal year of the option to elect membership under subsection {SHaH+ [4){al{i).

4(5) A substitute teacher who did not elect membership under subsection {3narth (4}{a}li) and
who subsequently becomes a member must be awarded creditable service for substitute teaching service
if the substitute teacher contributes:

{a) an amount 2gual to the combined employee and employer contributions that would have been
made if the substitute teacher had elected membership; plus

{b) interest at the rate the contributions would have earned if they had been on deposit with the
retirement system.

{546} At any time a person’s eligibility to become a member of the retirement system is in doubt,
the retirement board shall determine the person’s eligibility for membership, All persons in similar

circumstances skad must be treated alike.”

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 shal must be accumulated in
individual accounts for each member. The normal contribution of each member is 7.044% of his the
member’'s earned compensation. Contributions to and payments from the annuity savings fund shal must
be made in the following manner:

(1) (a) Each employer, pursuant to section 414{h}(2) of the federal Internal Revenue Code of 1354,
as amended and applicabie on Juily 1, 1985, shall pick up and pay the contributions whieh 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 fram the retirement system. These contributions must become part of the member’s
accumulated contributions but must be accounted for separately from those previously accumulated.

{c} The member’s contributions picked up by the employer must be payable from the same source

as is used to pay compensation to the member and must be included in the member’s wages—as-detined

earned compensation as used-te—define—his—averagefiralcompensatien defined in
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19-20-101. The employer shall deduct from the member’s compensation an amount equal to the amount
of the member’s contributions picked up by the employer and remit the total of the contributions to the
retirement board.

{d}) The deductions shal must be made notwithstanding that the minimum compensation provided

by law for a member may be reduced thereby by the deductions. Ewery 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 whatseever for 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, any
a member may redeposit in the annuity savings fund, by a single payment or by an increased rate of

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

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

(3) The accurﬁu|ated contributions of a member withdrawn by ki the member or paid to his the
member’s estate or to kis the member’s designated beneficiary in event of kis the member’s déath shatt
must be paid from the annuity savings fund. Upon the retirement of a member, his the member’s
accumulated contributions shadl must be transferred from the annuity savings fund to the pension

accumulation fund.”

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

"19-20-706. Exemption from taxation and legal pracess. Except as provided in $8-2-807 [section
9], the pensions, annuities, or any other benefits accrued or accruing to any person under the provisions
of the retirement system and the accumulated contributions and cash and securities in the various funds
of the retirement system are:

{1} exempted from any state, county, or municipal tax of the state of Montana except for:

(a) a retirement allowance received in excess of $3,600 or adjusted by an amount determined
pursuant 1o 15-30-111(2}{c)lii); or

(b} awithdrawal paid under 19-20-603 ot a member’s contributions picked up by an emplover after
June 30, 1985, as provided in 19-20-602;

(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

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

Section 7. Section 19-20-904, MCA, is amended to read:
"19-20-904. Adjustment of allowance. (1) If any g disability beneficiary is engaged in or is able

to engage in a gainful occupation paying more than the difference between his the beneficiary’s retirement

allowance and &is the beneficiary’s average final compensation or the difference between the median salary

of those members retired during the preceding fiscal year and his the beneficiary’s retirement allocwance,

whichever is greater, his-perston-shal the retirement allowance must be reduced to an amount whieh that,

together with his-annuity-and the amount earnable by &im the beneficiary, is equal to his the beneficiary’s

average final compensation or the median salary of those members retired during the preceding fiscal year,
whichever is greater.

{2} If bis the beneficiary’s earning capacity is changed later, hispersien the beneficiary’s retirement

allowance may be further modified, but the new pensien allowance may not exceed the pensien relirement

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

beneficiary, tegetharwith-his—arkuity equals ks the beneficiary’s average final compensation.

(3) The board may, in its discretion, reguire a recipient of a disability retirement allowance_to

annually submit an earning statement and any documentation necessary 1o support the earnings of the

recipient.
+3+4} A beneficiary restored to active service at a salary less than the average final compensation
upon the basis of which ke the beneficiary was retired may not become a member of the retirement system

while receiving a reduced benefit.”

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

forth in section 401(a)i 17) of the internal Revenue Code must be disregarded for individuals who are not
eligiblie employees. The limitation on compensation for eligible employees may not be less than the amount
that was allowed to be taken into account under this chapter on July 1, 1993. For purposes of this
section, an eligible employee is an individual who was a member in the retirement system prior to July 1,

1996.
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NEW SECTION. Section 9. Alternate payees -- family law orders. (1) A participant in a retirement
system may have the participant’s rights modified or recognized by a family law order.

{2} For purposes of this section:

(@) "participant” means a member or an actual or potential beneficiary, survivor, or contingent
annuitant of the retirement system designated pursuant to this chapter; and

{b) "family taw order” means a judgment, decree, or order of a court of competent jurisdiction
under Title 40 concerning child support, parental support, spousal maintenance, or marital property rights
that includes a transfer of all or a portion of a participant’s payment rights in a retirement system to an
alternate payee in compliance with this section.

(3) A family law order must identify an alternate payee by full name, current address, and social
security number. An alternate payee’s rights and interests granted in compliance with this section are not
subject to assignment, execution, garnishment, attachment, or other process. An alternate payee’'s rights
or interests may be modified only by a family law order amending the family law order that established the
right or interest.

{4) A family law order may not require:

{al atype or form of benefit, option, or payment not available to the affected participant under the
appropriate retirement system; or

{b) an amount or duration of payment greater than that available to a participant under the
appropriate retirement system.

{5} A family law order may only provide for payment to an alternate payee as follows:

(a} Service retirement benefit payments or withdrawals of member contributions may be
apportioned by directing payment of a percentage of the amount payable or payment of a fixed amount of
no more than the amount payable to the participant.

(b} The maximum amount of disability or survivorship benefits that may be apportioned to alternate
payees is the monthly benefit amount that would have been payable on the date of termination of service
if the member had retired without disability or death.

{c) Retirement benefit adjusiments for which a participant is eligible after retirement may be
apportioned only if existing benefit payments are apportioned. The adjustments must be apportioned in the
same ratio as existing benefit payments.

(d} 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
payee, or the life of a specified participant. Payments to an alternate paye‘e may be limited to a specific
amount per month if the number of payments is specified. The alternate payee’s rights and interests
survive the alternate payee’s death and may be transferred by inheritance.

{e) The participant may be required to choose a specified form of benefit payment or designate a
beneficiary or contingent annuitant if the retirement system allows for that option.

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

implement this section.

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

{1) A member who is eligible to qualify service under this chapter may at any time before retirement apply
to roll over or transfer the member's accumulated contributions on deposit with any other qualified
retirement plan. The total amount transferred to the retirement system may not exceed the amount due
to purchase service.

(2} If the account includes both tax-deferred and taxed contributions, the transferring agency shall
identify the member’s tax-deferred and taxed contribution and interest balances at the time the transfer is

made.

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

NEW SECTION. Section 12. Codification instruction. {1) [Sections 8 and 9] are intended 10 be

codified as an integral part of Title 19, chapter 20, and the provisions of Title 19, chapter 20, apply to
[sections 8 and 9]. '
(2) [Section 10] is intended to be codified as an integral part of Title 19, chapter 20, part 4, and

the provisions of Title 19, chapter 20, part 4, apply to [section 10l].

NEW SECTIOMN. Section 13. Effective dates. {1} [Sections 1 through 3, 5 through 7, and 9

through 12 and this section] are effective on passage and approval.
(2) [Sections 4 and 8] are effective July 1, 1995,
-END-

-12 - HB 205

Z\\ (Montana Legisiative council





