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HOUSE BILL NO. 134 

INTRODUCED BY J. JOHNSON 

BY REQUEST OF THE TEACHERS' RETIREMENT BOARD 

HB0134.01 

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

6 TEACHERS' RETIREMENT SYSTEM; DEFINING "TERMINATION", "TERMINATION PAY", AND "VESTED"; 

7 PROVIDING TERMINATION PAY OPTIONS; CLARIFYING THAT TEACHERS' RETIREMENT SYSTEM 

8 PROVISIONS MUST COMPLY WITH FEDERAL TAX LAWS REGARDING QUALIFIED PLAN STATUS; 

9 CLARIFYING THE DISTRIBUTION OF BENEFITS TO BENEFICIARIES; CLARIFYING CERTAIN DEFINITIONS; 

10 CLARIFYING DEFINITIONS RELATED TO COMPENSATION USED TO DETERMINE BENEFITS; CLARIFYING 

11 THAT FAMILY LAW ORDERS AFFECTING DISTRIBUTION OF BENEFITS MAY NOT BE ENTERED UNLESS 

12 APPROVED BY THE TEACHERS' RETIREMENT BOARD; GENERALLY REVISING LANGUAGE REFERRING 

13 TO ANNUITIES; REVISING PROVISIONS RELATED TO THE TRANSFER OF SERVICE FROM THE PUBLIC 

14 EMPLOYEES' RETIREMENT SYSTEM; CLARIFYING CERTAIN SERVICE PROVISIONS; CLARIFYING 

15 DISPOSITION OF UNCLAIMED ACCOUNTS; REVISING CERTAIN WITHDRAWAL AND OPTIONAL 

16 ALLOWANCE PROVISIONS; REVISING PAYMENT COMMENCEMENT PROVISIONS; REVISING CERTAIN 

17 DISABILITY RETIREMENT AND REINSTATEMENT FROM DISABILITY PROVISIONS; CLARIFYING 

18 POSTRETIREMENT PROVISIONS; AMENDING SECTIONS 19-20-101, 19-20-104, 19-20-208, 19-20-305, 

19 19-20-409, 19-20-412, 19-20-503, 19-20-602, 19-20-603, 19-20-605, 19-20-702, 19-20-703, 

20 19-20-706, 19-20-711, 19-20-712, 19-20-713, 19-20-715, 19-20-801, 19-20-804, 19-20-902, 

21 19-20-903, 19-20-904, 19-20-905, 19-20-1001, AND 19-20-1002, MCA; AND PROVIDING AN 

22 IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

23 

24 STATEMENT OF INTENT 

25 A statement of intent is required for this bill because [section 3] gives the teachers' retirement 

26 board authority to adopt administrative rules. 

27 The legislature finds that it is beneficial to maintain the teachers' retirement system as a qualified 

28 plan under Internal Revenue Code regulations. Therefore, it is the intent of the legislature that statutory 

29 provisions governing the teachers' retirement system be subject to federal tax law applicable to public 

30 retirement plans. The legislature intends that the board make rules useful and necessary to ensure 
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compliance with federal law and necessary to maintain a federal tax qualified plan status. 

2 

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

4 

5 NEW SECTION. Section 1. Earned compensation -- part-time service. The earned compensation 

6 of a member who retired under 19-20-802 or 19-20-804 and had less than 3 consecutive years of full-time 

7 service during the 5 years preceding the member's retirement is the compensation that the member would 

8 have earned in the final 3 years had the member's part-time service been full-time service. To determine 

9 the compensation that the member would have earned, the compensation reported must be divided by the 

10 part-time service credited to the member's account. 

11 

12 NEW SECTION. Section 2. Termination pay. If a member receives termination pay at the time oi 

13 termination and elects to retire at that time, the member shall select one of the following options: 

14 I 1) The member may use termination pay in the calculation of the member's average final 

15 compensation. The member and the employer shall pay contributions to the retirement system as 

1 6 determined by the board to adequately compensate the system for the additional retirement benefit. The 

1 7 contributions must be made at the time of termination. 

18· (2) The member may use a yearly amount of termination pay added to each of the 3 consecutive 

19 years' salary used in the calculation of the member's average final compensation. To determine the amount 

20 of termination pay used in the calculation of average final compensation, termination pay must be divided 

21 by the total number of years of creditable service to determine a yearly amount. The member and the 

22 employer shall pay contributions on the termination pay according to the rates provided for in 19-20-602 

2 3 and 19-20-605 I 1 ) . 

24 (3) The member may exclude the termination pay from the average final compensation. A 

25 contribution is not required of either the member or the employer, and any contributions made under 

26 19-20-602 and 19-20-605 must be refunded. 

27 

28 NEW SECTION. Section 3. Retaining qualified plan status -- board rulemaking authority. If a 

29 provision in this chapter conflicts with a qualification requirement in section 401 of the Internal Revenue 

30 Code applicable to public retirement systems and consequent federal administrative regulations, the 
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1 provision is either ineffective or must be interpreted to conform to the federal qualification requirements 

2 and allow the system to retain tax-deferred status. The board may adopt rules to implement this section. 

3 

4 NEW SECTION. Section 4. Effect of no designation or no surviving beneficiary. ( 1) If a beneficiary 

5 is not designated or if no designated beneficiary survives the payment recipient, the estate of the payment 

6 recipient is the beneficiary and is entitled to any lump-sum payment or retirement benefit accrued but not 

7 received prior to the death of the payment recipient. If the estate would not be probated but for the amount 

8 due from the retirement system, all of the amount due must be paid directly, without probate, to the 

9 surviving next of kin of the deceased or to the guardians of the survivor's estate, share and share alike. 

10 (2) Payment must be made in the same order in which the following groups are listed: 

11 

12 

13 

14 

15 

16 

(a) 

lb) 

(cl 

(d) 

(el 

(f) 

husband or wife; 

children; 

father and mother; 

grandchildren; 

brothers and sisters; or 

nieces and nephews. 

17 (3) A payment may not be made to a person included in any of the groups listed in subsection (2) 

18 if at the date of payment there is a living person in any of the groups preceding the group of which the 

19 person is a member, as listed. Payment must be made upon receipt from the person of an affidavit, upon 

20 a form supplied by the system, that there are no living individuals in the groups preceding the group of 

21 which the person is a member and that the estate of the deceased will not be probated. 

22 14) The payment must be in full and complete discharge and acquittance of the board and system 

23 on account of the member's or payment recipient's death. 

24 

25 Section 5. Section 19-20-101, MCA, is amended to read: 

26 "19-20-101. Definitions. As used in this chapter, unless the context clearly indicates otherwise, 

27 the following definitions apply: 

28 11) "Accumulated contributions" means the sum of all the amounts deducted from the 

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

30 annuity savings fund, together with interest. Regular interest must be computed and allowed to provide a 
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benefit at the time of retirement. 

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

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

4 of 8% compounded annually. 

5 (3) "Annuity" means Hie l')a•,·ments made ta a eenefieiaF'~ for life that are derived frem-a--membor"s 

6 aooumulated eontrii3utions. 

7 14) "Annuity reserve" moans tho present ¥alue of all payments to be n:iade on account of a 

8 memi3er's annuity eamputed, with ro§ular interest, on the i3asis of tho mortality tables ado13te0 by--#ie 

9 retirement bears. 

1 O (a) (a) "Average final compensation" means the average of~ a member's earned compensation 

11 of a momeer during the 3 consecutive years of full-time service or as provided under [section 1] that yield 

12 the highest average and on which contributions have been made as required by 19-20-602 or 19-20-413. 

13 If amounts defined in subsection (6)(b) have been converted by an employer to earned compensation for 

14 all members and have been continuously reported as earned compensation in a like amount for at least the 

15 5 fiscal years preceding the member's retirement, the amounts may be included in the calculation of 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

average final compensation. If amounts defined in subsectiori (6)(b) have been reported as earned 

compensation for less than 5 fiscal years or if the member has been given the option to have amounts 

reported as earned compensation, any amounts reported in the 3-year period that constitute average final 

compensation must be included in average final compensation as provided under [section 2(2)]. 

lb) In detorminin§ a memeer's retirement allowanee under 19 20 802 or 19 20 804, the 

eom13ensatien tar eaoh year of the a •,•oars that make up tho avera§e final eempensation may not ee §realer 

than 110% of the l')roYious )'oar's eempensation ineluded in the ealeulatien of avera§e final soml')ensation 

or the earned eompensation reported to the retirement system, whiol'le•,er is loss, ei<eept as pro•,·ided i3y 

rule ey the retirement eearEI. 

le) Earned eomponsation in eKeess of Hie □ffiount spoeifiod in sueseetion la)(e) is eonsidered 

termination pay as 13revided in sueseotion (!illd). 

(di If the earned eeml')eRsatioR ineludes any termination l'JBV, the memeor shall seleet oAe of tlcie 

falle¥,'iA!l Ol')tiens: 

(i) use the total termination l'JB'f in tl'la ealeulation of tho a•1era§0 final ooml')ensatien. The meRieer 

anel the em13l0yer shall l')ay 00Atrie1:1tions ta tl'le retirement system as are deterRiinod av the eeard to 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

adequatelv eempensate tho svstem fer the additienal retirement benefit. The oentrieutions fflust ea made 

at the time ti:le terrninatien pav is reeoived. 

(ii) use a •,•earl•,• aFReunt ef terminatien 13ay added to eaoh ef ti:le 3 oenseeuti•;e •rears' salary used 

in ti:le ealoulatien ef tl:le a•;era(!e final oernpensatien if the meA'll:ler l:las 4 er mere vears ef serviee witR tl:le 

empleyer freA'l '"'hiel:l ti:le terrninatien pav was reeeived. Tl:le ameunt ef eompensatien used in Hie 

ealeulation of a~'era(!e final eoffi13ensation ffiUGt Ile di,•ided ey tl:le total numeer ef veers of ereditable serviee 

to determine a yearlv amount. Tl:la memeer and ti:le eR'lple 1(er shall pa~• eontril:lutiens en tl:le termination 13011• 

aeeordin(! to ti:la rates flFOvidad far in 1 Q 20 602P) and 1 Q 20 606(1 ). 

(iii) aualude ti:le terR'linatien flav freFA tf:lo a'rera[je final eeFAf)ensation. Ne eentrieutien is required 

of eitf:ler tf:le em13le1fer er meffieer, and eentributiens maae under 1 Q 20 602 and 1 Q 20 e0!i must ee 

refunaed. 

(e) Fer purpeses ef tRiG subseetien (ii), terFRinatien pav in eludes any ferFA of termination f3BY er 

an;' lump suFA pavmont fer deferroa eeA1f)Bnsation, siek lea¥e, or aeeuFAulated vaeatien eredit, er an,,. ether 

l'JB'fFRBnt fer tiffie not ,,..,erl(ed ether ti:lan eeFAf)ensatien reeeived wl:lile en siek loa~•a or autherized lea•;e of 

absonse. 

Mill "Beneficiary" means a person in reoeipt of a pensien, annuity, rntireR'lent alle·.-.·anee, er ether 

benefit provides l:l•f ti:le retireFAent S'(steffi formally designated by a member, retiree, or benefit recipient to 

receive a retirement allowance or payment upon the death of the member, retiree, or benefit recipient. 

++till "Creditable service" is that service defined by 19-20-401. 

fSti§l.ifil "Earned compensation" means, except as limited by 19-20-715, remuneration, exclusive 

of maintenance, allowance, and expenses, paid for services by a member out of funds controlled by an 

employer, as Elefinea unaer this ei:laf)ter, before any tau deferrea pretax deductions allowed under the 

Internal Revenue Code are deducted from the member's compensation, eMolusive of FAaintenanee, 

allowanoes, and e11pensos. The earnea oempeAsation is reFfluAeratioA that weuld ha'>'e l:lean 13aid te a 

ffieFAber fer full tiffie servioe l:lut was net paia to tl:le ffiBFflber booause ef a reauetien in oeA'lpensation, 13a'f, 

or salarv Elue to a ternperarv absenoe, pre•,ided tl:lat ti:le retireR'lent S'(SteAl reoei•,•es ti:le oentributien 

required ey 1 Q 20 413. Tl:le earned oeFAponsatien ef a mefflber wl:le had less than 3 eenseoutivo ;'ears ef 

full tiFfle serviee duriA(! tl:le e vears flFBeediR!l tl:le meffiber's retireA1eAt is tl:le eoFRpensatien, f)ay, er salary 

tl:lat tl:le rneA11:ler weuld Rave earned had the Aleml:ler's part tiFAo serviee eeeA full tiFAo serYiee. Tho earned 

eom13ensatien ef a A1ember who is awardeEl a disabilitv retireFAeAt allo·,,.·aAee prier te the ooFApletieA ef a 
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full year is the coll'lpensation, pa'(, or salary that the ffieffiber would ha·,.e reeei·,.ed had the ffiember 

2 completed the full year, eirnept that any termination pay, as defined in subsection (e)(el, reeeived l:J.y-#le 

3 member is limited to the aFReunt aetuall',,' paid and is not the amount that tho ffieffiber would have earned 

4 had tho ffiOJl'lber eoFnpleted the full year. 

5 lb) Earned compensation does not mean: 

6 Ii) direct employer premium payments on behalf of members for health or dependent care expense 

7 accounts or any employer contribution for health, medical, pharmaceutical, disability, life, vision, dental, 

8 or any other insurance; 

9 (ii) any direct employer payment or reimbursement for professional membership dues; maintenance; 

1 O housing; day care; or automobile, travel, lodging, or entertaining expenses; or any similar payment for any 

11 form of maintenance, allowance, or expenses; 

12 (iii) the imputed value of health, life, or disability insurance or any other fringe benefits; or 

13 (iv) any noncash benefit provided by an employer to or on behalf of an employee. 

14 (c) Earned compensation does not include lump-sum payments in respect to unused, accumulated 

15 sick or annual leave, excess leave balance payments, or bonuses or any sort of early retirement incentive 

16 or severance payment contingent upon the employee terminating employment. 

17 (d) Adding a direct employer-paid or noncash benefit to an employee's contract or subtracting the 

18 same or like amount as a pretax deduction is considered a fringe benefit and not earned compensation. 

1 9 f9till "Employer" means the state of Montana, the trustees of a district, or any other agency or 

20 subdivision of the state that employs a person who is designated a member of the retirement system. 

21 ~_(.fil "Full-time service" means service that is full-time and that extends over a normal academic 

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

23 of public instruction, any other state agency or institution, or the office of a county superintendent, full-time 

24 service means service that is full-time and that totals at least 9 months in any year. 

25 f-14--Hfil "Member" means a person who has an individual account in the annuity savings fund. An 

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

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

28 f-l---;!+il..Ql "Part-time service" means service that is less than full-time or that totals less than 9 

29 months in 0f1-Y a normal academic year. Part-time service must be credited in the proportion that the actual 

30 time worked aeef5 compares to full-time service. 
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{131 "Pensien" ffleans tl=te 13a>y<fflents fflade tea aenefieiaP,' fer life that are 13aid otJt of tl=te pension 

2 aoet1fflt1lation ft1nd. 

3 { 14) "Pension resor·,<e" ffloans tl=le proseAt •;alt10 of all pa)•fflents to 00 made en aoeotJnt of a pension 

4 eoffl13t1ted, with regt1lar interest, on tl=te easis of the fflortalitv tablas adapted av tl=te retirefflent 13eard. 

5 ~1111 "Prior service" means employment of the same nature as service defined in st1bseotion (20) 

6 but rendered before September 1, 1937. 

7 f+et@ "Regular interest" means interest at 4% 13er ann1:1m a year compounded annually or at Stl€fl 

8 ~ 2 rate as may be set by the retirement board in accordance with 19-20-501 (2). 

9 {-l-+H.111 "Retirement allowance" means tRe ann1:1ity 13l1:1s the 13ension a payment due monthly to a 

10 person who has qualified for service or disability retirement or due to a beneficiary as provided in 

11 19-20-1001. 

12 ++81-1.1.1l. "Retirement board" or "board" means the retirement system's governing board provided 

13 forin2-15-1010. 

14 f.1-9tilfil. "Retirement system" or "system" means the teachers' retirement system of the state of 

15 Montana provided for in 19-20-102. 

16 ¼1-Q+ilfil. "Service" means the performance of instructional duties or related activities that would 

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

18· (17) "Termination" means that the member has severed the employment relationship with the 

19 member's employer and all, if any, payments due upon termination of employment, including but not limited 

20 to accrued sick and annual leave balances, have been paid to the member. 

21 ( 18) "Termination pay" means any form of termination pay made at the time of retirement or death; 

22 payments contingent on the employee terminating employment: any lump-sum payment for deferred 

23 compensation, sick leave, or accumulated vacation credit: or any other payment for time not worked other 

24 than compensation received while on sick leave or authorized leave of absence. 

25 I 19) "Vested" means that a member has been credited with at least 5 full years of membership 

26 service upon which contributions have been made, as required by 19-20-602 and 19-20-605, and who has 

27 a right to a future retirement benefit." 

Section 6. Section 19-20-104, MCA, is amended to read: 

28 

29 

30 "19-20-104. Guarantee by state. Regular interest charges payable, the creation and maintenance 
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2 

3 

4 

5 

6 

7 

of reserves in the pension accumulation fund, and the maintenance of anm,ity reserves accumulated 

contributions in the annuity reserve savings fund, as provided for in this chapter, and the payment of all 

ann1:1ities, i:,ensions retirement allowances, refunds, and other benefits granted under the retirement system 

are obligations of the state of Montana." 

Section 7. Section 19-20-208, MCA, is amended to read: 

"19-20-208. Duties of employer. Each employer shall: 

8 (1 I pick up the contribution of each employed member emi:,loyeEl b•; him :it the rate prescribed by 

9 19-20-602 and transmit the contribution each month to the S&~ executive director of the retirement 

10 board; 

11 (2) i,a-y transmit to the seeretaP( executive director of the retirement board the employer's 

12 contribution prescribed by 19-20-605, at the time that the employee contributions are transmitted t&--ffle 

1 3 seeretary; 

14 131 keep records and, as required by the retirement board, furnish information to the board that is 

15 required in the discharge of the board's duties; 

16 (41 upon the employment of a person who is required to become a member of the retirement 

17 system, inform l.if!'\ the person of His the rights and obligations relating to the retirement system; 

18 (5) whenever applicable, inform an employee of His the right to elect to participate in the optional 

19 retirement program under Title 19, chapter 21; 

20 (61 at the request of the retirement board, certify the names of all persons who are eligible for 

21 membership or who are members of the retirement system; afl6 

22 (71 notify the retirement board of the employment of a person eligible for membership and forward 

23 His the person's membership application to the board7~ 

24 18) if the employer has converted to earned compensation amounts excluded from earned 

25 compensation. for each retiring member, certify to the board the amounts reported to the system in each 

26 of the 5 years preceding the member's retirement." 

27 

28 Section 8. Section 19-20-305, MCA, is amended to read: 

29 "19-20-305. Alternate payees -- family law orders. ( 1) A participant in a retirement system may 

30 have the participant's rights modified or recognized by a family law order. 
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1 (2) For purposes of this section: 

2 (a) "participant" means a member, retiree, or an actual or potential beneficiary, survivor, or 

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

4 (b) "family law order" means a certified copy of a judgment, decree, or order of a court e-t: with 

5 competent jurisdiction uRder Title 40 concerning child support, parental support, spousal maintenance, or 

6 marital property rights that includes a transfer of all or a portion of a participant's payment rights in a 

7 retirement system to an alternate payee in compliance with this section. 

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

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

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

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

12 right or interest. 

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

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

15 appropriate retirement system; or 

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

1 7 appropriate retirement system. 

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

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

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

21 no more than the amount payable to the participant. 

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

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

24 if the member had retired without disability or death. 

25 le) Retirement benefit adjustments for which a participant is eligible after retirement may be 

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

27 same ratio as existing benefit payments. 

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

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

30 payee, or the life of a specified participant. Payments to an alternate payee may be limited to a specific 
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amount per month if the number of payments is specified. The alternate payee's rights and interests survive 

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

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

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

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

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

7 implement this section. 

8 (7) A court may not enter a family law order relating to payments by the system unless terms of 

9 the proposed order have been approved by the board." 

Section 9. Section 19-20-409, MCA, is amended to read: 

10 

11 

12 "19-20-409. Transfer of service credits and contributions from public employees' retirement 

13 system. 11) An active member may at any time before retirement make a written election with the 

14 retirement board to qualify in the teachers' retirement system all of the member's previous creditable 

1 5 service in the public employees' retirement system. The amount that must be paid to the retirement system 

16 to qualify this service under this section is the sum of subsections (2) and (3). 

17 12) IA aEIElitioA to tho aA18UAts Elirootl~· i:>aiEI or traAsferreEI t:ly the FAeA11:ler uAder sut:lseetieA (:3), the 

18 The public employees' retirement system shall transfer to the teachers' retirement system an amount equal 

19 to 72% of the amount payable by the member. 

20 (31 The member shall pay either directly or by transferring contributions on account with the public 

21 employees' retirement system an amount equal to the member's accumulated contributions at the time that 

22 active membership was terminated, plus accrued interest. Interest must be calculated from the date of 

23 termination until payment is received by the retirement system, based on the interest tables in use by the 

24 public employees' retirement system. 

25 (4) A member who qualifies service from the public employees' retirement system in the teachers' 

26 retirement system must complete 5 years of membership service in the teachers' retirement system to 

27 qualify or purchase military service, out-of-state teaching service, employment while on leave, and private 

28 school employment. 

29 (5) The retirement board shall determine the service credits that may be transferred. 

30 161 If an active member who also has creditable service in the public employees' retirement system 
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1 before becoming a member of the teachers' retirement system dies before qualifying this service in the 

2 teachers' retirement system and if the member's service credits from both systems, when combined, entitle 

3 the member's beneficiary to a death benefit, the payment of the death benefit is the liability of the teachers' 

4 retirement system. Before payment of the death benefit, the public employees' retirement board must 

5 transfer to the teachers' retirement system the contributions necessary to qualify this service in the 

6 teachers' retirement system as provided in subsections (2) and (3). 

7 (7) If the retirement board determines that an individual's membership was erroneously classified 

8 and reported to the public employees' retirement system, the member's accumulated contributions and 

9 service, together with employer contributions plus interest, must be transferred to the teachers' retirement 

10 system and any employee and employer contributions due as calculated in 19-20-602 and 19-20-605, 

11 

12 

13 

14 

15 

16 

respectively, are the liability of the employee and the employing entity where the error occurred, 

resJ3eetivelv. For the period of time that the employer contributions are held by the public employees' 

retirement system, interest paid on employer contributions transferred under this subsection must be 

calculated at the short-term investment pool rate earned by the board of investments in the fiscal year 

preceding the transfer request." 

17 Section 10. Section 19-20-412, MCA, is amended to read: 

18 "19-20-412. Election to purchase additional service. ( 1) (a) Except as provided in subsection (3), 

19 a member with 5 years or more of creditable service may make a written election with the retirement board 

20 to purchase, for the purpose of calculating the member's retirement allowance, 1 year of additional service 

21 for: 

22 (i) each 5 years of service on which contributions have been made as required under the provisions 

23 of 19-20-602; and 

24 (ii) each 5 years of membership service as defined in Title 19, chapter 3, for which contributions 

25 have been made as required under the provisions of 19-20-409. 

26 (bl A maximum of 5 years of additional service may be purchased under this section. A part-time 

27 member may purchase additional service on a prorated basis. 

28 (2) (al To purchase additional service under this section, a member shall contribute, in a lump-sum 

29 payment or in installments as agreed upon by the member and the retirement board, an amount equal to: 

30 (i) the combined employer and employee rate on July 1, 1989, or the combined rate in effect at 
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the time the member is eligible to purchase the service, whichever date is later, multiplied by the member's 

2 earned compensation for full-time service as provided in subsection {2)(b); and 

3 {ii) interest at a rate of 8% compounded annually from July 1, 1989, or from the date at which the 

4 member is eligible to purchase the service, whichever date is later. 

5 (b) The earned compensation used in calculating the cost of purchasing additional service uncier 

6 this section is: 

7 (i) for the first year of service purchased, the member's earned compensation for full-time ser-;ice 

8 for the 1988-89 school year or for the member's fifth year of service, whichever year is later; 

9 (ii) for the second year of service purchased, the member's earned compensation for full-time 

1 O service for the 1988-89 school year or for the member's 10th year of service, whichever year is later; 

11 (iii) for the third year of service purchased, the member's earned compensation for full-time service 

12 for the 1988-89 school year or for the member's 15th year of service, whichever year is later; 

13 (iv) for the fourth year of service purchased, the member's earned compensation for full-time 

14 service for the 1988-89 school year or for the member's 20th year of service, whichever year is later; and 

15 (v) for the fifth year of service purchased, the member's earned compensation for full-time service 

16 for the 1988-89 school year or for the member's 25th year of service, whichever year is later. 

17 (3) A member who became a member prior to July 1, 1989, and who is eligible to purchase 

18 creditable service under 19-3-504, 19-3-510, 19-3-512, 19-3-513, 19-20-402, 19-20-403, 19-20-408, 

19 19-20-410, or 19-20-411 may not purchase additional service under this section unless the member elects 

20 in writing to: 

21 (a) waive eligibility to purchase creditable service under sections referred to in subsection (3); and 

22 (bl apply the accumulated contributions made under sections referred to in subsection (3) to the 

23 cost of additional service purchased under this section. 

24 (4) Additional service purchased under this section may not be used to qualify a member for service 

25 retirement." 

26 

27 Section 11. Section 19-20-503, MCA, is amended to read: 

2 8 "19-20-503. Transfer of dormant ea•.,iRgs aeeeuRt or unclaimed accounts, ill The retirement board 

29 may, in its discretion, transfer the amount in the annuity savings account of an inactive member to the 

30 pension accumulation fund if the account has been dormant for a period of 7 years. Ne 8_ right of the 
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member may not be jeopardized by SHeR the transfer, and the amount sl:½aU must be transferred back to the 

2 member's annuity savings account upon Ria the member's request. 

3 {2) Retirement benefits must be claimed within 5 years of the date of the member's death. If the 

4 named beneficiary for the account or the heirs at law fail to claim and accept the benefits, the member's 

5 account balance reverts to the pension trust fund." 

6 

7 Section 12. Section 19-20-602, MCA, is amended to read: 

8 "19-20-602. Annuity savings fund -- member's contribution. The annuity savings fund is a fund 

9 in which the contributions for the members to provide for their aAAUitias retirement allowance or benefits 

1 O must be accumulated in individual accounts for each member. The normal contribution of each member is 

11 7 .044% of the member's earned compensation. Contributions to and payments from the annuity savings 

12 fund must be made in the following manner: 

13 ( 1) (a) Each employer, pursuant to section 414Ih) 12) of the federal Internal Revenue Code of 1954, 

14 as amended and applicable on July 1, 1985, shall pick up and pay the contributions that would be payable 

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

16 (bl The member's contributions picked up by the employer must be designated for all purposes of 

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

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

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

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

21 as is used to pay compensation to the member and must be included in the member's earned compensation 

22 as defined in 19-20-101. The employer shall deduct from the member's compensation an amount equal to 

23 the amount of the member's contributions picked up by the employer and remit the total of the 

24 contributions to the retirement board. 

25 (d) The deductions must be made notwithstanding that the minimum compensation provided by 

26 law for a member may be reduced by the deductions. Each member is considered to consent to the 

27 deductions prescribed by this section, and payment of salary or compensation less the deductions is a 

28 complete discharge of all claims for the services rendered by the member during the period covered by the 

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

30 (2) In addition to the normal contributions and subject to the approval of the retirement board, a 
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member may redeposit in the annuity savings fund, by a single payment or by an increased rate of 

2 contribution, an amount equal to accumulated contributions that the member has previously withdrawn, 

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

4 (3) The accumulated contributions of a member withdrawn by the member or paid to the member's 

5 estate or to the member's designated beneficiary in event of the member's death must be paid from the 

6 annuity savings fund. Upon the retirement of a member, the member's accumulated contributions must be 

7 transferred from the annuity savings fund to the pension accumulation fund." 

8 

9 Section 13. Section 19-20-603, MCA, is amended to read: 

1 0 "19-20-603. Withdrawal of accumulated contributions -- options. ARy An inactive member electing 

11 to do so or efl¥ .1! person whose membership terminates without a prospect or anticipation that the member 

12 will return to work for an employer within 60 days of termination may withdraw the member's or person's 

13 accumulated contributions from the annuity aeeount savings fund in the retirement system in accordance 

14 with the following provisions: 

15 ( 1) An inactive member under the provisions of sueseetion ( 1 l or (al of 19-20-303 ( 1) or (3) may 

16 elect, without right of revocation, to withdraw the member's accumulated contributions. If the member 

17 does not withdraw the accumulated contributions, the member remains an inactive member of the 

18 retirement system with the right to qualify for its benefits. 

19 (2) Upon recovery from a disabling illness or separation from the armed forces, ef1¥ .1! person 

20 qualifying as an inactive member under the provisions of 19-20-303(2) may withdraw the member's 

21 accumulated contributions unless the member returns to active membership. 

22 (3) ARy I:! person whose membership terminates under the provisions of 19-20-304(4) may 

23 withdraw the person's accumulated contributions. 

24 (4) Upon written request, a terminating member may have the payment of tRe all or any portion 

25 of the member's accumulated contributionll s13lit. The ta* deferred portion of tho eontrieutions FAay ee 13aid 

26 direetly to an ineli.,.ielual retireFAont aeeount or otl=lor rolled over or transferred into another qualified plan 

27 designated by the member, ans tl=le otl=lor. The portion not rolled over or transferred must be paid directly 

28 to the terminating member. The board shall provide forms for making the written request. The terminating 

29 member is responsible for correctly designating an account or plan eligible to receive the tax-deferred 

30 amount in order to continue the tax-deferred status of the amount." 
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Section 14. Section 19-20-605, MCA, is amended to read: 

2 "19-20-605. Pension accumulation fund-- employer's contribution. The pension accumulation fund 

3 is the fund in which the reserves for payment of J3ensi0ns anel annuities retirement allowances and benefits 

4 must be accumulated and from which J30nsi0ns, annuities, retirement allowances and benefits must be paid 

5 to er en aeeeunt ef benefieiaries ereeliteel with J3Fior serYiee retirees or their beneficiaries. Contributions to 

6 and payments from the pension accumulation fund must be made as follows: 

7 (1) Each employer shall pay into the pension accumulation fund an amount equal to 7.47% of the 

8 earned compensation of each member employed during the whole or part of the preceding payroll period. 

9 {2) If the employer is a district or community college district, the trustees shall budget and pay for 

1 O the employer's contribution under the provisions of 20-9-501. 

11 {3) If the employer is the superintendent of public instruction, a public institution of the state of 

12 Montana, a unit of the Montana university system, or the Montana state school for the deaf and blind, the 

13 legislature shall appropriate to the employer an adequate amount to allow the payment of the employer's 

14 contribution. 

15 (4) If the employer is a county, the county commissioners shall budget and pay for the employer's 

16 contribution in the manner provided by law for the adoption of a county budget and for payments under 

1 7 the budget. 

18 {5) All interest and other earnings realized on the money of the retirement system Sflall must be 

19 credited to the pension accumulation fund, and the amount required to allow regular interest on the annuity 

20 savings fund Sflall must be transferred to that fund from the pension accumulation fund. 

21 (6) All J3ensions, annuities, anel benefits must be J3aiel frern the J3ension aeeurnulatien funel. 

22 ffi The retirement board may, in its discretion, transfer from the pension accumulation fund an 

23 amount necessary to cover expenses of administration." 

24 

25 Section 15. Section 19-20-702, MCA, is amended to read: 

26 "19-20-702. Optional allowances. ( 1) Until the first payment on account of any benefit becomes 

27 normally due, any member may elect to receive one of the optional allowances described in subsection (2) 

28 in lieu of the normal form of retirement ailowance, which is provided for in J3art 8 ef this ehar:iter ans 

29 19-20-902 and part 8 of this chapter. If a member dies within 30 days after retirement, the member's 

30 election to receive an optional allowance is void and the member's death will be considered as that of an 

~
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

active member. 

12) An optional allowance is the actuarial equivalent of the member's service retirement or disabi!ity 

retirement allowance at the time of the member's retirement effective date and provides an allowance 

payable to the member throughout the member's lifetime and, upon the member's death, an allowance 

payable to the person that the member nominated by written designation, duly acknowledged and filed with 

the retirement board at the time of the member's retirement, in accordance with one of the following 

options: 

{a) Option A--the optional allowance will be paid to the member throughout the member's lifetime 

and, upon the member's death, continue throughout the lifetime of the member's designated beneficiary. 

lb) Option B--the optional allowance will be paid to the member throughout the member's lifetime, 

and upon the member's death, one-half of the optional allowance will be continued throughout the !ifetime 

of the member's designated beneficiary. 

le) Option C--the optional allowance will be paid to the member throughout the member's lifetime, 

and upon the member's death, two-thirds of the optional allowance will be continued throughout the 

lifetime of the member's designated beneficiary. 

{d) Option D some other benefit •,viii be 13aiEl either to the member or the member's surviving 

desi§nateEl benefioiary in aeeordanee •1,•ith 13rovisions a1313Fo..,ed by the retirement beard Period certain and 

life--a retirement allowance will be paid for a certain period of time or for the member's lifetime, whichever 

is greater. 

(ii The member shall elect one of the following certain time periods: 

(A) 10 years if the member is 75 years of age or younger at the time of retirement; or 

(B) 20 years if the member is 65 years of age or younger at the time of retirement. 

(iii At the time of retirement, the member shall file with the board a written nomination of 

24 beneficiaries to receive payments if the member dies before the end of the certain period elected. Unless 

25 limited by a family law order, the nominated beneficiary may be changed by the member at any time by 

26 filing with the board a written notice designating different beneficiaries. 

27 13) (a) Upon written request to the retirement board, a retired member whose effective date of 

28 retirement is before October 1, 1993, and who is receiving an optional retirement allowance may designate 

29 a different beneficiary, select a different option, or convert the member's optional retirement allowance to 

30 a regular retirement or disability allowance if: 
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(i} the original beneficiary has died; or 

2 (ii} the member has been divorced from the original beneficiary and the original beneficiary has not 

3 been granted the right to receive the optional retirement allowance as part of the divorce settlement. 

4 (bl Upon receipt of the request, the board shall actuarially adjust the member's monthly retirement 

5 or disability allowance to reflect the change. 

6 (4) Effective on the first of the month following reeeii:;t of AotifieatioA of the death of a person 

7 nominated as the designated beneficiary under subsection~ (2) (a), ( 2) (b), or (2) (c), any optional retirement 

8 allowance that is effective after October 1, 1993, will revert to the full normal form of retirement allowance 

9 available at the time of retirement. The normal form of retirement allowance available must be increased 

10 by the value of any postretirement adjustments received by the member since the effective date of 

11 retirement. The retired member may, within 180 days of the death of the designated beneficiary, file a 

12 written application with the board to designate a different beneficiary and to select an actuarially equivalent 

13 optional allowance. The optional allowance is effective on the first day of the month following receipt of 

14 the retiree's application." 

15 

16 Section 16. Section 19-20-703, MCA, is amended to read: 

17 '"19-20-703. Payments to be monthly. ill All i:,eAsioAs am:I aAA1c1ities shall retirement allowances 

18 must be paid in equal monthly installments. 

19 (2) The retirement allowance may commence: 

20 (a) no earlier than the first day of the month following the member's termination date or on the first 

21 day of the month following the date when the member first becomes eligible, whichever date is later; or 

22 (b) if requested by the inactive member in writing: 

23 (i) on the first day of a later month: or 

24 (ii) on the first day of the month following the member's 60th birthday." 

25 

26 Section 17. Section 19-20-706, MCA, is amended to read: 

27 "19-20-706. Exemption from taxation and legal process. Except as provided in 19-20-305, the 

28 i:,eAsieAs, aAAlclities, retirement allowances or any other benefits accrued or accruing to any person under 

29 the provisions of the retirement system and the accumulated contributions and cash and securities in the 

30 various funds of the retirement system are: 
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(11 exempted from any state, county, or municipal tax of the state of Montana except for: 

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

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

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

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

6 121 not subject to execution, garnishment, attachment by trustee process or otherwise, in law or 

7 equity, or any other process; and 

8 13) unassignable except as specifically provided in this chapter." 

9 

10 Section 18. Section 19-20-711, MCA, is amended to read: 

11 "19-20-711. Eligibility for postretirement adjustment. 11) Except as provided in subsection 121, a 

12 FReFRser retiree or beneficiary is eligible to receive a postretirement adjustment as provided in 19-20-713 

13 if M the retiree is receiving a: 

14 la) service retirement allowance aAEl is ee 'l'ears of O§B or olEler OA er befere JuAe 30 in the year 

1 5 ti'lat ti'lo 13ostretireFReAt aEljustFRent is FRade; or 

16 (bl disability or survivorship allowance. 

17 (2) A FRBFRser retiree or beneficiary is ineligible to receive a postretirement adjustment under 

1 8 subsection ( 1) unless M the retiree or beneficiary has been receiving a monthly service, disability, or 

19 survivorship allowance for at least 24 consecutive months on or before June 30 in the year that the 

20 adjustment is made." 

21 

22 Section 19. Section 19-20-712, MCA, is amended to read: 

23 "19-20-712. Funding for postretirement adjustment -- reserve fund. (1) At the end of each fiscal 

24 year, the board shall determine the total investment income eaFAoEl minus unrealized gains or losses on the 

25 retirement fund for that fiscal year. From this amount, the board shall subtract the: 

26 (a) aetuarial aFRouAt requires te fuAd ti'le retireFReAt systefl'l fer ti'le liseal year amount equivalent 

27 to the actuarially required investment yield; and 

28 (b) retirement system's administrative and investment expenses for the fiscal year. 

29 (2) (a) From the remainder obtained in subsection (1 ), the board shall calculate the amount of 

30 investment income earned on that portion of the retirement fund balance representing retired members. 
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1 (bl The board shall deposit the amount calculated in subsection (2)(a) in a reserve fund. 

2 (3) Subject to the restrictions contained in subsections (4) and (5), the board shall annually use 

3 90% of the amount in the reserve fund provided for in subsection I2)(b) to pay a postretirement adjustment 

4 to eligible FfleFflBers retirees or beneficiaries under 19-20-713. 

5 (4) If the amount in the reserve fund is insufficient to provide an average monthly postretirement 

6 adjustment of at least $1 under 19-20-713, an adjustment may not be made in that calendar year. 

7 15) The amount available for payment of the postretirement allowance is limited to an amount that 

8 would provide a percentage increase in the average service, disability, or survivorship allowance of all 

9 eligible FflOR'leors retirees, when combined with the postretirement adjustment, that is equal to or less than 

1 O the percentage increase for the previous calendar year in the annual average consumer price index for urban 

11 wage earners and workers compiled by the bureau of labor statistics, United States department of labor, 

12 or its successor agency." 

13 

14 Section 20. Section 19-20-713, MCA, is amended to read: 

15 "19-20-713. Payment and amount of postretirement adjustment. ( 1) Effective January 1 of each 

16 year that funds are available under 19-20-712, a FflBFflBBF retiree or beneficiary eligible under 19-20-711 

17 shall receive a postretirement adjustment in the form of a monthly benefit payable for life. 

18 (2) The board shall calculate the amount of the postretirement allowance payable to an eligible 

19 R'I0R'IBer retiree or beneficiary by: 

20 (a) dividing the amount available under 19-20-712(3) for payment of the postretirement allowance 

21 by the total accumulated years of service for all eligible FflOR'IBOFS retirees and beneficiaries; 

22 lb) multiplying the quotient obtained in subsection (2){a) by the FfleR'teer's retiree's total years of 

23 service; 

24 le) dividing the product obtained in subsection I2)(b) by a factor for calculating a monthly annuity 

25 retirement allowance from actuarial tables adopted by the board; and 

26 (d) applying the provisions contained in subsections (3) and (4). 

27 (3) If a R'ten113er retiree had elected to receive an optional retirement allowance, the amount of flis 

28 the retiree's postretirement allowance must be adjusted by the appropriate optional factor. 

29 (4) If more than one beneficiary is receiving a rnerneer's retiree's retirement allowance, the 

30 postretirement adjustment must be divided in the same manner as the rnerneer's retiree's retirement 
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allowance." 

2 

3 Section 21. Section 19-20-715, MCA, is amended to read: 

4 "19-20-715. Compensation limit. ill Compensation in excess of the limitations set forth in section 

5 401 (a)( 17) of the Internal Revenue Code must be disregarded for individuals who are not eligible employees. 

6 The limitation on compensation for eligible employees may not be less than the amount that was allowed 

7 to be taken into account under this chapter on July 1, 1993. For purposes of this section, an eligible 

8 employee is an individual who was a member in the retirement system prior to July 1, 1996. 

9 

10 

11 

12 

13 

14 

(2) In determining a member's retirement allowance under 19-20-802 or 19-20-804, the 

compensation reported in 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 tin;iJ 

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

provided by rule by the retirement board, 

(3) Earned compensation in excess of the amount specified in subsection 12) is considered 

15 termination pay and must be included in the calculation of average final compensation as provided In 

16 [section 21. " 

17 

18 

19 

Section 22. Section 19-20-801, MCA, is amended to read: 

"19-20-801. Eligibility for supeFaAAuatien service retirement. A member who has at least 5 full 

20 years of creditable service, whose last 5 years of creditable service were in this state, and who has attained 

21 the age of 60 or has been credited with full-time or part-time service in 25 or more years may retire from 

22 service 1f 1'le the member has terminated employment in all positions from which the member is eligible to 

23 retire and files with the retirement board flis 2 written application setting forth the fact of flis the member's 

24 retirement." 

25 

26 

27 

28 

29 

30 

Section 23. Section 19-20-804, MCA, is amended to read: 

"19-20-804. Allowance for supeFaAAuatien service retirement, ( 1) Upon su13eraAAuatioA 

retiremeAt, a termination, an eligible member &AaH must receive a retirement allowance eoAsistiA§ of a 

peAsieA whieh, te§ether with aA aAAuity, previses a rntiremeAt allowaAee equal to one-sixtieth of flis the 

member's average final compensation. as limited by 19-20-715, multiplied by the sum of the number of 
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years of creditable service, service transferred under 19-20-409, and additional service purchased under 

2 19-20-412. 

3 (2) Af+lf Except as provided in subsection (3), a retired member may be employed as a part-time 

4 or substitute teacher in Montana and may earn, without !ass of retirement benefits, an amount not to 

5 exceed the greater of: 

6 (a) one-third of the sum of fiis the member's average final compensation plus normal annual salary 

7 increases for teaching personnel employed by the school district, state agency, political subdivision, or 

8 university unit that employed the member at the time of retirement; or 

9 (b) one-third of the median of the average final compensation for members retired during the 

10 preceding fiscal year as determined by the retirement board. 

11 (3) If an early-retired member under 19-20-802 is reemployed with the same employer within 30 

12 days from the member's effective date of retirement or if the early-retired member is guaranteed 

13 reemployment with the same employer, the member must be considered to have continued in the status 

14 of an active member and not to have separated from service. Any retirement allowance payments received 

15 by the member must be repaid to the system, together with interest, at the actuarially assumed rate, and 

16 the retirement allowance must be terminated." 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 24. Section 19-20-902, MCA, is amended to read: 

"19-20-902. Allowance for disability retirement. ill Upon retirement for disability, a member must 

receive a disability retirement allowance equal to the greater of: 

µ+ifil one-sixtieth of the member's average final compensation multiplied by the sum of the number 

of years of creditable service, service transferred under 19-20-409, and additional service purchased under 

19-20-412, if the retiremeAt allewaA00 0110000s eA0 faurth of the meml3er's a¥orage fiAal eompoAsatioA; 

or 

rn.(Ql a poAsioA that, together with the meml3er's aRAUity, pro¥iees a total retireFBeRt all0v,·aAee 

eEfttal to one-fourth of the member's average final compensation. 

(2) The earned compensation in the year of termination that is included in the calculation of average 

final 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 that the member would have received under the member's 

contract had the member completed the full year. Any termination pay received by the member is limited 
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to the amount actually paid and is not the amount that the member would have earned had the member 

2 

3 

completed the full year." 

4 Section 25. Section 19-20-903, MCA, is amended to read: 

5 "19-20-903. Medical examination of disability retiree. ( 1 l Once each year during the first 5 years 

6 following the retirement of a member on a disability retirement allowance and once in every 3-year period 

7 thereafter, the retirement board may require aRel, u130R tlcie boRefieiary's a1313lieati0R, s"1all J3effl'lft a disability 

8 beAofioiary benefit recipient who has not yet attained the age of 60 to undergo a medical examination by 

9 a physician or physicians designated by the retirement board. The examination SRiill must be made ilt the 

1 O place of residence of the beAefioiary benefit recipient or other place mutually agreed upon. Based on the 

11 examination, the board shall determine whether the disabled member is unable, by reason of physical or 

12 mental incapacity, to perform the essential elements of the position he,d by the member when the member 

13 retired. If the board determines that the member is not incapacitated, the member's retirement benefit must 

14 be canceled. If the member disagrees with the board's determination, the member may reguest the board 

15 to reconsider its action. The reguest for reconsideration must be made in writing within 60 days after the 

1 6 receipt of the notice of the status change. 

17 (2) A member whose disability retirement benefit is canceled because the board has determined 

18 that the member is no longer incapacitated must be given preference by the member's former employer for 

1 9 the position held at the time of retirement or for a comparable position that becomes available within 1 year 

20 of cancellation of the disability retirement. The member may agree to accept an offer of employment by an 

21 employer. Employment in any capacity by an employer terminates any right granted by this section. The 

22 fact that the former employee was retired on disability may not prejudice any right to reinstatement to duty 

23 that the former employee may have or claim to have. This section does not affect any requirement for the 

24 former employee to meet or to be able to meet professional certification and licensing standards unrelated 

25 to the previous disability, otherwise necessary for reinstatement to duty. 

26 ~Ql ~i'leulel !f a disability boAofieiary benefit recipient who has not yet attained the age of 60 

27 fefttse refuses to submit to a medical examination as required in subsection {1), flis the recipient's 

28 allowance may be discontinued until flis withdrawal of Stief! the refusal, aAel sJ:toulel J:tis.:.......!1...§ refusal 

29 eeAtiAue continues for 1 year, all flis rights in and to His 2 disability pension may be revoked by the 

30 retirement board." 
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1 Section 26. Section 19-20-904, MCA, is amended to read: 

2 "19-20-904. Adjustment of allowance. t+H-f (1) (a) Except as provided by subsection ( 1 )lb), if 

3 a retiree receiving a disability eeAefioiary retirement allowance is engaged in or is able to engage in a gainful 

4 occupation paying more than the difference between the 13eAofieiar.,,•s retiree's retirement allowance and 

5 the eeAofieiary's retiree's average final compensation or the difference between the median salary of those 

6 members retired during the preceding fiscal year and the eeAefieiar.,,•s retiree's retirement allowance, 

7 whichever is greater, the retirement allowance must be reduced to an amount that, together with the 

8 amount earnable by the eeAefieiary retiree, is equal to the eeAefioiary's retiree's average final compensation 

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

1 O (bl If a disabled retiree is reemployed with the same employer within 30 days from the member's 

11 effective date of retirement or if the retired member is guaranteed reemployment with the same employer, 

12 the member must be considered to have continued in the status of an active member and not to have 

13 separated from service. Any retirement allowance payments received by the member must be repaid to 

14 the system, together with interest, at the actuarially assumed rate, and the retirement benefit must be 

15 terminated. 

16 12) If the eeAefieiar'('s disabled retiree's earning capacity is changed later, the eeAefieiary's 

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

1 8 allowance originally granted or an amount that, when added to the amount earnable by tho eeAefisiary 

19 retiree, equals the eeAefieiar>(s retiree's average final compensation. 

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

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

22 recipient. 

23 (4) A eeAefieiary rastereel te aoti•,e serYioe at a salaP( less thaA the a~•erage fiAal eempensation 

24 upen the easis ef whiah the eeAefiaiaP,r was retiree! fflay Aet eeeoffle a ffleffleer of the retireffleAt systeffl 

25 while reeeiving a reelueeel eeAefit." 

26 

27 Section 27. Section 19-20-905, MCA, is amended to read: 

28 "19-20-905. Cancellation of allowance and restoration of membership. ( 1) If a elisability beAefieiary 

29 uAeler a§e eQ is restereel te aetii1e servise at a sempeAsatieA Aet less thaA his a•,erage final oompensation, 

30 ~ disabled retiree is employed full-time in a capacity that would otherwise meet the eligibility requirements 

- 23 - HB 134 



55th Legislature HB0134.01 

of active membership, as provided under 19-20-302, the retiree's retirement allowance Sflall ;:n_us! cease 

2 atttl--+le. If the retiree is employed by an employer covered under this chapter, the retiree shall again become 

3 an active member of the retirement system. Any prior service certificate on the basis of which flis !b.f 

4 member's service was computed at the time of His the member's disability retirement Sflall must be restored 

5 to full force, and upon His the member's subsequent retirement, he shall the member must be credited with 

6 6-tleft the prior service and all His subsequent service as a member. 

7 (2) If l,e the member is restored to active s0r\li00 membership on or after the attainment of the age 

8 of 55 years, his peAsieA the member's retirement allowance upon subsequent retirement may not exceed 

9 the peAsioA retirement allowance that l,e the member would have received had l,e the member remained 

1 O in service during the period of His the member's previous retirement or the sum of the peAsieA whieh he 

11 retirement allowance that the member was receiving immediately prior to His the member's last restoration 

1 2 to service and the poAsioA retirement allowance that M the member would have received on account of 

13 His the member's service since ffiS the member's last restoration had M the member entered service at that 

14 time as a new member." 

15 

16 

1 7 

Section 28. Section 19-20-1001, MCA, is amended to read: 

"19-20-1001. Allowances for death of member. (1) If a member dies before retirement, ffiS the 

18 member's accumulated contributions Sflall must be paid to His the member's estate or 6-tleft to a person as 

19 M the member may have nominated by a written designation in a manner prescribed by the board and filed 

20 with the retirement board prior to ffiS the member's death iA the maAAer 13res0ril3eel 13y the 13oara. 

21 (21 (a) In lieu of benefits provided for in subsection ( 1), if the deceased member qualified by reason 

22 of service for a retirement benefit, the nominated beneficiary AomiAatea 13y tho Eleeeasea meml3er may elect 

23 to receive a moAthly life aAAuity retirement allowance. The moAthl',' life anAuity shall retirement allowance 

24 must be determined as prescribed in 19-20-804(1) and section 5, Chapter 549, Laws of 1981, in the same 

25 manner as if the member elected option A provided for in 19-20-702(2)1a). 

26 lb) In the event that payments made to an annuitant a recipient do not equal the amount of the 

27 member's accumulated contributions prior to before the anAuitant's member's death, the difference 

28 between the total aAm1it',' retirement allowance payments made and the amount of the accumulated 

29 contributions Sflall at the time of the member's death must be paid to the beneficiary. 

30 13) If the deceased member had 5 or more years of creditable service and was an active member 
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1 in the state of Montana within 1 year J;)Fier te his before the member's death, a lump-sum death benefit of 

2 $500 is payable to itts the member's designated beneficiary. 

3 (4) If a deceased member had 5 or more years of creditable service and was an active member in 

4 the state of Montana within 1 year prior to itts the member's death, the sum of $200 f¼ef 2 month sM# 

5 must be paid to each minor child of the deceased member until Sl;el=I the child reaches his 18th i3irthElay 

6 18 years of age." 

7 

8 Section 29. Section 19-20-1002, MCA, is amended to read: 

9 "19-20-1002. Payments upon death of retiree. (1) In the event of the death of a member after 

1 O retirement, a death benefit of $500 is payable to itts the designated beneficiary. 

11 (2) In the event that payments made to aA aAAe1itaAt a benefit recipient do not equal the amount 

12 of the member's accumulated contributions J;)Fior to before the aAAe1itaAt's Eloath member's retirement, the 

13 difference between the total retirement allowance paid and the amount of the accumulated contributions 

14 sM# must be paid to the beneficiary. 

15 (3) If a deceased member had 5 or more years of creditable service and was retired at the time of 

16 l:!i& death, the sum of $200 ~ 2 month sM# must be paid to each minor child of the deceased fl'lefl'li3er 

17 retiree until Sl;el=I the child reaches his 18th i3iFthEla•f 18 years of age." 

18 

19 NEW SECTION. Section 30. Codification instruction. (1) [Section 11 is intended to be codified as 

20 an integral part of Title 19, chapter 20, part 8, and the provisions of Title 19, chapter 20, part 8, apply to 

21 [section 1]. 

22 (2) [Sections 2 and 41 are intended to be codified as an integral part of Title 19, chapter 20, part 

23 7, and the provisions of Title 19, chapter 20, part 7, apply to [sections 2 and 4). 

24 (3) [Section 31 is intended to be codified as an integral part of Title 19, chapter 20, part 1, and the 

25 provisions of Title 19, chapter 20, part 1, apply to [section 31. 

26 

27 NEW SECTION. Section 31. Coordination instruction. If Bill No. [LC 05531 is passed and 

28 approved and if it includes sections that amend 19-20-711 through 19-20-713, then [sections 18 through 

29 20 of this act], amending 19-20-711 through 19-20-713, are void. 

30 
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NEW SECTION. Section 32. Retroactive applicability. [Section 91 applies retroactively, within the 

2 meaning of 1-2-109, to all occurrences on or after January 1, 1995. 

3 

4 

5 

NEW SECTION. Section 33. Effective date. [This act] is effective on passage and approvai. 

-END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for HB0134, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
A bill that generally revises the laws relating to the Teachers' Retirement system. 

ASSUMPTIONS: 
1. HB 134 clarifies certain laws relating to the Teachers' Retirement System benefits 

provisions and does not enhance benefits. Therefore, there is no increased 
actuarial or administrative costs. 

2. Provisions of the bill that relate to withdrawals and payment of retirement benefits 
are required to maintain the system's tax qualified status. 

FISCAL IMPACT: 
Passage of HB 134 will have no fiscal impact on the state. 

~J,.,..; 
DAVE LEWIS, BUDGET DIRECTOR 
Office of Budget and Program 

/·//·17 
DATE 

Planning 
HB0134, as introduced 



~5th Legislature 

HOUSE BILL NO. 134 

HB0134.02 

APPROVED BY COM ON 
STATE ADMIN:STRAT:ON 

2 INTRODUCED BY J. JOHNSON, HARRINGTON, SQUIRES, HERTEL, BARTLETT, LYNCH, CHRISTIAENS 

3 BY REQUEST OF THE TEACHERS' RETIREMENT BOARD 

4 

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

6 TEACHERS' RETIREMENT SYSTEM; DEFINING "TERMINATION", "TERMINATION PAY", AND "VESTED"; 

7 PROVIDING TERMINATION PAY OPTIONS; CLARIFYING THAT TEACHERS' RETIREMENT SYSTEM 

8 PROVISIONS MUST COMPLY WITH FEDERAL TAX LAWS REGARDING QUALIFIED PLAN STATUS; 

9 CLARIFYING THE DISTRIBUTION OF BENEFITS TO BENEFICIARIES; CLARIFYING CERTAIN DEFINITIONS; 

10 CLARIFYING DEFINITIONS RELATED TO COMPENSATION USED TO DETERMINE BENEFITS; CLARIFYING 

11 THAT FAMILY LAW ORDERS AFFECTING DISTRIBUTION OF BENEFITS MAY NOT BE ENTERED UNLESS 

12 APPROVED BY THE TEACHERS' RETIREMENT BOARD; GENERALLY REVISING LANGUAGE REFERRING 

13 TO ANNUITIES; REVISING PROVISIONS RELATED TO THE TRANSFER OF SERVICE FROM THE PUBLIC 

14 EMPLOYEES' RETIREMENT SYSTEM; CLARIFYING CERTAIN SERVICE PROVISIONS; CLARIFYING 

15 DISPOSITION OF UNCLAIMED ACCOUNTS; REVISING CERTAIN WITHDRAWAL AND OPTIONAL 

16 ALLOWANCE PROVISIONS; REVISING PAYMENT COMMENCEMENT PROVISIONS; REVISING CERTAIN 

17 DISABILITY RETIREMENT AND REINSTATEMENT FROM DISABILITY PROVISIONS; CLARIFYING 

18 POSTRETIREMENT PROVISIONS; AMENDING SECTIONS 19-20-101, 19-20-104, 19-20-208, 19-20-305, 

19 19-20-409, 19-20-412, 19-20-503, 19-20-602, 19-20-603, 19-20-605, 19-20-702, 19-20-703, 

20 19-20-706, 19-20-711, 19-20-712, 19-20-713, 19-20-715, 19-20-801, 19-20-804, 19-20-902, 

21 19-20-903, 19-20-904, 19-20-905, 19-20-1001, AND 19-20-1002, MCA; AND PROVIDING AN 

22 IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

23 

24 STATEMENT OF INTENT 

25 A statement of intent is required for this bill because [section 3] gives the teachers' retirement 

26 board authority to adopt administrative rules. 

27 The legislature finds that it is beneficial to maintain the teachers' retirement system as a qualified 

28 plan under Internal Revenue Code regulations. Therefore, it is the intent of the legislature that statutory 

29 provisions governing the teachers' retirement system be subject to federal tax law applicable to public 

30 retirement plans. The legislature intends that the board make rules useful and necessary to ensure 
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compliance with federal law and necessary to maintain a federal tax qualified plan status. 

2 

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

4 

5 NEW SECTION. Section 1. Earned compensation -- part-time service. The earned compensation 

6 of a member who retired under 19-20-802 or 19-20-804 and had less than 3 consecutive years of full-time 

7 service during the 5 years preceding the member's retirement is the compensation that the member would 

8 have earned in the final 3 years had the member's part-time service been full-time service. To determine 

9 the compensation that the member would have earned, the compensation reported must be divided by the 

1 O part-time service credited to the member's account. 

11 

12 NEW SECTION. Section 2. Termination pay. If a member receives termination pay at the time of 

13 termination and elects to retire at that time, the member shall select one of the following options: 

14 ( 1) The member may use termination pay in the calculation of the member's average final 

15 compensation. The member and the employer shall pay contributions to the retirement system as 

16 determined by the board to adequately compensate the system for the additional retirement benefit. The 

17 contributions must be made at the time of termination. 

18 (2) The member may use a yearly amount of termination pay added to each of the 3 consecutive 

19 years' salary used in the calculation of the member's average final compensation. To determine the amount 

20 of termination pay used in the calculation of average final compensation, termination pay must be divided 

21 by the total number of years of creditable service to determine a yearly amount. The member and the 

22 employer shall pay contributions on the termination pay according to the rates provided for in 19-20-602 

23 and 19-20-605( 1). 

24 (3) The member may exclude the termination pay from the average final compensation. A 

25 contribution is not required of either the member or the employer, and any contributions made under 

26 19-20-602 and 19-20-605 must be refunded. 

27 

28 NEW SECTION. Section 3. Retaining qualified plan status -- board rulemaking authority. If a 

29 provision in this chapter conflicts with a qualification requirement in section 401 of the Internal Revenue 

30 Code applicable to public retirement systems and consequent federal administrative regulations, the 
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provision is either ineffective or must be interpreted to conform to the federal qualification requirements 

2 and allow the system to retain tax-deferred status. The board may adopt rules to implement this section. 

3 

4 NEW SECTION. Section 4. Effect of no designation or no surviving beneficiary. I 1) If a beneficiary 

5 is not designated or if no designated beneficiary survives the payment recipient, the estate of the payment 

6 recipient is the beneficiary and is entitled to any lump-sum payment or retirement benefit accrued but not 

7 received prior to the death of the payment recipient. If the estate would not be probated but for the amount 

8 due from the retirement system, all of the amount due must be paid directly, without probate, to the 

9 surviving next of kin of the deceased or to the guardians of the survivor's estate, share and share alike. 

10 (2) Payment must be made in the same order in which the following groups are listed: 

11 

12 

13 

14 

15 

16 

la) 

(b) 

(c) 

(d) 

(e) 

(f) 

husband or wife; 

children; 

father and mother; 

grandchildren; 

brothers and sisters; or 

nieces and nephews. 

17 (3) A payment may not be made to a person included in any of the groups listed in subsection 121 

18 if at the date of payment there is a living person in any of the groups preceding the group of which the 

19 person is a member, as listed. Payment must be made upon receipt from the person of an affidavit, upon 

20 a form supplied by the system, that there are no living individuals in the groups preceding the group of 

21 which the person is a member and that the estate of the deceased will not be probated. 

22 (41 The payment must be in full and complete discharge and acquittance of the board and system 

23 on account of the member's or payment recipient's death. 

24 

25 Section 5. Section 19-20-101, MCA, is amended to read: 

26 "19-20-101. Definitions. As used in this chapter, unless the context clearly indicates otherwise, 

27 the following definitions apply: 

28 ( 1) "Accumulated contributions" means the sum of all the amounts deducted from the 

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

30 annuity savings fund, together with interest. Regular interest must be computed and allowed to provide a 
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benefit at the time of retirement. 

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

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

4 of 8% compounded annually. 

5 (3) "Annuit•(' moans the 13ayments made to a Benefioiary fer life that are deri•,ed from a memBer's 

6 aeeumulated eontriButiens. 

7 (4) "Annuit'( reserve" means the 13resent value of all 13aymonts to Be made on aeeount of a 

8 memBer's annuity eom13utea, with regular interest, on the Basis of the mortality taBlos ado13ted By the 

9 retirement board. 

10 f&t---fat "Average final compensation" means the average of t-Ae a member's earned compensation 

11 of a rnemeer during the 3 consecutive years of full-time service or as provided under (section 1 j that yield 

12 the highest average and on which contributions have been made as required by 19-20-602 or 19-20-413. 

13 If amounts defined in subsection (6llb) have been converted by an employer to earned compensation for 

14 all members and have been continuously reported as earned compensation in a like amount for at least the 

15 5 fiscal years preceding the member's retirement, the amounts may be included in the calculation of 

16 average final compensation. If amounts defined in subsection (6)(b) have been reported as earned 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

compensation for less than 5 fiscal years or if the member has been given the option to have amounts 

reported as earned compensation, any amounts reported in the 3-year period that constitute average final 

compensation must be included in average final compensation as provided under [section 212)]. 

(13) In determining a rnemeer's retirement allewanee under 19 20 802 or 19 20 804, the 

eorn13ensation for eaeh year of the 3 ','ears that rnalw u13 the avernge final eorn13ensation FAay not ee greater 

than 110% of the 13re•1ious year's compensation ineluded in the ealeulatien of average final eornpensatien 

er the earned eernpensation reperted te the retirernent system, whiohever is less, e>1eept as wevided l:l•r 

rule B',' the retirement beard. 

(e) Earned eempensatien in e1Eeess ef the amount s13eeified in sul:lseetien (e)(bl is eensidered 

terFAinatien 13ay as pre·tided in sul:lseetien (eHdl. 

(d) If the earned 00FA13ensation ineludes an~· termination 13av, the FAeFAber shall seleot ene et the 

following 013tions: 

(i) use the total termination 13ay in the oaleulation of the average final eempensatien. The meFAber 

and the em13loyer shall 13ay oontrieutions to the retirement systern as are determined by the board te 
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asequately eeFApensate the systeFA fer the assitienal retireFAent benefit. The oentributiens FAust be FAase 

2 at the tiFAe the terFAinatien pay is raoeived. 

3 (iii use a yearly aFAeunt ef terFAinatien pay added ta eaeh ef the 3 eenseeutive years' salary used 

4 in the ealeulatien ef the a·rerai;ie final eeFApensatien if the FAOFAber has 4 er mere years ef sePriee with the 

5 empleyer frem whieh the terFAinatien pay was reeei,•ed. The ameunt of eeFApensatien used in the 

6 ealeulatien ef averai;ie final oeFApensatien FAust be divided by the tetal nuFAber ef years ef eresitable service 

7 ta determine a yearly aFAeunt. The FAeFAber and the empleyer shall pay eentributiens en the termination pay 

8 aocerdin!l ta the rates pre,·ises fer in 19 20 e02( 1 I ans 19 20 e0e ( 1 I. 

9 (iiil e*ole1se the terFAinatien pay frem the avera§e final eeFApensation. ~le eentributien is requires 

1 O ef either the eFApleyer er FAeFAber, and eentributions FAade 1c1nder 19 20 e02 and 19 20 e0e must be 

11 rofunses. 

12 (el i;:er pe1rpesos ef this se1bsectien (61, terFAinatien pay inoludes any ferFA of terFRination pay er 

13 any luFRp suFR payFRent fer seferreel eeFApensatien, siol( leave, er aeeuFTrnlatea vaoatien eredit, er any other 

14 payment fer time not werl(eel other than eeFRpensatien reeeived while en siel( leave er authorized leave ef 

15 absenoe. 

16 AAill "Beneficiary" means a person in reeeipt ef a pensien, annuity, retireFAent allewanee, er ether 

17 benefit provided by the rntireFRent s•;sten:1 formally designated by a member, retiree, or benefit recipient to 

18 receive a retirement allowance or payment upon the death of the member, retiree, or benefit recipient. 

19 f7Hfil "Creditable service" is that service defined by 19-20-401. 

20 fStifil.J.fil "Earned compensation" means, except as limited by 19-20-71 5, remuneration, exclusive 

21 of maintenance, allowance, and expenses, paid for services by a member out of funds controlled by an 

22 employer, as defined under this shapter, before any ta* deferred pretax deductions allowed under the 

23 Internal Revenue Code are deducted from the member's compensation, e>rnlusive ef n:1aintenance, 

24 allewanses, and e*penses. The earned cornpensation is rernuneration that 'A'ouls ha,•e been paiel to a 

25 n:1ernber far full tirne ser,•ise but was not pais to the n:1ember besause of a redustion in eernpensation, pay, 

26 er salary de1e to a teFRperary absenee, pro 1, 1isoel that tho retirernent systoFA reeeives the centributien 

27 requires by 19 20 413. The earneel eeFRpensation of a n:1eFRber whe had less than 3 eonseeuti,·e years et 

28 full tiFAe ser,•iee de1rini;i the 6 ~·ears prneedini;i the FReFRber's retireFRent is the eeFApensatien, 13ay, or salary 

29 that the FAeFAber weuls have earn ea hael the FReFAber' s !')art time service been full tiFRe service. The earned 

30 eoFApoRsation of a rnoFRber who is awarded a disasility retirement allowanee prior to tho oeFA13letieR of a 

,~~L,gislf!live 
Services 
_I!ivision 

- 5 - HB 134 



5 5th Legislature HB0134.02 

1 full year is the eoA'l13eAsatioA, fJ8'(, or salary that the A'leA'lber WffiHG-h;:., e recei,·eEl has the meA'!ber 

2 eoA'l13leteEl the full year, eJ(ce13t that aA~' terA'liAatioA 13ay, as ElefiAeEl iA subsestioA is He), reeei,·oEl by the 

3 A'leA'lber is liA'liteEl to the aA'!ouAt aetually 13aiEl aAd is AOt the aA'IOUAt that the A'leA'!ber would ha','8 earned 

4 had the A'IOA'lber OOFRf)leted the full year. 

5 (bl Earned compensation does not mean: 

6 (i) direct employer premium payments on behalf of members for health or dependent care expense 

7 accounts or any employer contribution for health, medical, pharmaceutical, disability, life, vision, dental, 

8 or any other insurance; 

9 (ii) any direct employer payment or reimbursement for professional membership dues; maintenance; 

1 O housing; day care; or automobile, travel, lodging, or entertaining expenses; or any similar payment for any 

11 form of maintenance, allowance, or expenses; 

12 !iii) the imputed value of health, life, or disability insurance or any other fringe benefits; or 

1 3 liv) any noncash benefit provided by an employer to or on behalf of an employee. 

14 (c) Earned compensation does not include lump-sum payments in respect to unused, accumulated 

15 sick or annual leave, excess leave balance payments, or bonuses or any sort of early retirement incentive 

16 or severance payment contingent upon the employee terminating employment. 

17 (d) Adding a direct employer-paid or noncash benefit to an employee's contract or subtracting the 

18 same or like amount as a pretax deduction is considered a fringe benefit and not earned compensation. 

19 ft»Ul "Employer" means the state of Montana, the trustees of a district, or any other agency or 

20 subdivision of the state that employs a person who is designated a member of the retirement system. 

21 t-+-Ol-1.fil "Full-time service" means service that is full-time and that extends over a normal academic 

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

23 of public instruction, any other state agency or institution, or the office of a county superintendent, full-time 

24 service means service that is full-time and that totals at least 9 months in any year. 

25 f-+4-Hfil "Member" means a person who has an individual account in the annuity savings fund. An 

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

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

28 ~ilQl "Part-time service" means service that is less than full-time or that totals less than 9 

29 months in aR-'f a normal academic year. Part-time service must be credited in the proportion that the actual 

30 time wori<ed 90-afS compares to full-time service. 
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1 (131 "Flensien" FRoans tho 13a•,•Fflonts FRaso to a 13onofieiary far life that are 13ais eut of tho 13onsion 

2 aoeuFRulatian funs. 

3 ( 14) "Pension rosorvo" FRoans the 13rosont Yaluo of all 13ayFRems to 13e FRase on aeoeunt of a 13ension 

4 00FR13utes, with re9ular interest, on the 13osis ef the FRortality ta13Ios aso13ted by tho retireFRent boars. 

5 f-l-&H.111 "Prior service" means employment of the same nature as service sefines in subseet1en (20) 

6 but rendered before September 1, 1937. 

7 f+e+Jlll "Regular interest" means interest at 4% 13er annuFR a year compounded annually or at St/ffi 

8 e#ief i! rate as may be set by the retirement board in accordance with 19-20-50112). 

9 f+-+H.1.fil "Retirement allowance" mean::; tl=lo annuity 13lus tho 13onsien a payment due monthly to a 

10 person who has qualified for service or disability retirement or due to a beneficiary as provided in 

11 19-20-1001. 

12 f+8H..1.1l "Retirement board" or "board" means the retirement system's governing board provided 

13 forin2-15-1010. 

14 f+.9til.fil "Retirement system" or "system" means the teachers' retirement system of the state of 

15 Montana provided for in 19-20-102. 

16 f-2.GtJ..lfil "Service" means the performance of instructional duties or related activities that would 

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

18 ( 17) "Termination" means that the member has severed the employment relationship with the 

19 member's employer and all, if any, payments due upon termination of employment, including but not limited 

20 to accrued sick and annual leave balances, have been paid to the member. 

21 ( 18) "Termination pay" means any form of termination pay made at the time of retirement or death; 

22 payments contingent on the employee terminating employment: any lump-sum payment for deferred 

23 compensation, sick leave, or accumulated vacation credit; or any other payment for time not worked other 

24 than compensation received while on sick leave or authorized leave of absence. 

25 ( 19) "Vested" means that a member has been credited with at least 5 full years of membership 

26 service upon which contributions have been made, as required by 19-20-602 and 19-20-605, and who has 

27 a right to a future retirement benefit." 

Section 6. Section 19-20-104, MCA, is amended to read: 

28 

29 

30 "19-20-104. Guarantee by state. Regular interest charges payable, the creation and maintenance 
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2 

3 

4 

5 

6 

7 

of reserves in the pension accumulation fund, and the maintenance o' annuity reserves accumulated 

contributions in the annuity reserve savings fund, as provided for in this chapter, and the payment ot all 

annuities, pensions retirement allowances, refunds, and other benefits granted under the retirement system 

are obligations of the state of Montana." 

Section 7. Section 19-20-208, MCA, is amended to read: 

"19-20-208. Duties of employer. Each employer shall: 

8 ( 1) pick up the contribution of each employed member oFRployed l'ly hi FR at the rate prescribed by 

9 19-20-602 and transmit the contribution each month to the seorotary executive airector of the retirement 

10 board; 

11 (2) ~ transmit to the soeratary executive director of the retirement board the employer's 

12 contribution prescribed by 19-20-605, at the time that the employee contributions are transmitted t&4ffe 

1 3 sosretary; 

14 (3) keep records and, as required by the retirement board, furnish information to the board that is 

15 required in the discharge of tho board's duties; 

16 (4) upon the employment of a person who is required to become a member of the retirement 

17 system, inform flim the person of Aili the rights and obligations relating to the retirement system; 

18 (5) whenever applicable, inform an employee of Aili the right to elect to participate in the optional 

19 retirement program under Title 19, chapter 21; 

20 16) at the request of the retirement board, certify the names of all persons who are eligible for 

21 membership or who are members of the retirement system; ilREI 

22 (7) notify the retirement board of the employment of a person eligible for membership and forward 

23 Aili the person's membership application to the board7~ 

24 18) if the employer has converted to earned compensation amounts excluded from earned 

25 compensation, for each retiring member, certify to the board the amounts reported to the system in each 

26 of the 5 years preceding the member's retirement." 

Section 8. Section 19-20-305, MCA, is amended to read: 

27 

28 

29 "19-20-305. Alternate payees -- family law orders. ( 1) A participant in a retirement system may 

30 have the participant's rights modified or recognized by a family law order. 
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(2) For purposes of this section: 

2 (a) "participant" means a member, retiree, or an actual or potential beneficiary, survivor, or 

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

4 (bl "family law order" means a certified copy of a judgment, decree, or order of a court &f with 

5 competent jurisdiction under Title 40 concerning child support, parental support, spousal maintenance, or 

6 marital property rights that includes a transfer of all or a portion of a participant's payment rights in a 

7 retirement system to an alternate payee in compliance with this section. 

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

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

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

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

12 right or interest. 

13 14) A family law order may not require: 

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

15 appropriate retirement system; or 

16 lb) an amount or duration of payment greater than that available to a participant under the 

1 7 appropriate retirement system. 

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

19 la) Service retirement benefit payments or withdrawals of member contributions may be 

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

21 no more than the amount payable to the participant. 

22 lb) The maximum amount of disability or survivorship benefits that may be apportioned to alternate 

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

24 if the member had retired without disability or death. 

25 le) Retirement benefit adjustments for which a participant is eligible after retirement may be 

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

27 same ratio as existing benefit payments. 

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

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

30 payee, or the life of a specified participant. Payments to an alternate payee may be limited to a specific 
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amount per month if the number of payments is specified. The alternate p3'Jee's rights and interests survive 

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

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

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

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

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

7 implement this section. 

8 (7) A court may not enter a family law order relating to payments by the system unless terms of 

9 the proposed order have been approved by the board." 

Section 9. Section 19-20-409, MCA, is amended to read: 

10 

11 

12 "19-20-409. Transfer of service credits and contributions from public employees' retirement 

13 system. ( 11 An active member may at any time before retirement make a written election with the 

14 retirement board to qualify in the teachers' retirement system all of the member's previous creditable 

15 service in the public employees' retirement system. The amount that must be paid to the retirement system 

16 to qualify this service under this section is the sum of subsections (2) and (3). 

17 (2) IR additieR ta the amouRts direstlv 13aid or traRsferred by the member uRder subseetioR i6), the 

18 The public employees' retirement system shall transfer to the teachers' retirement system an amount equal 

19 to 72% of the amount payable by the member. 

20 (3) The member shall pay either directly or by transferring contributions on account with the public 

21 employees' retirement system an amount equal to the member's accumulated contributions at the time that 

22 active membership was terminated, plus accrued interest. Interest must be calculated from the date of 

23 termination until payment is received by the retirement system, based on the interest tables in use by the 

24 public employees' retirement system. 

25 (4) A member who qualifies service from the public employees' retirement system in the teachers' 

26 retirement system must complete 5 years of membership service in the teachers' retirement system to 

27 qualify or purchase military service, out-of-state teaching service, employment while on leave, and private 

28 school employment. 

29 15) The retirement board shall determine the service credits that may be transferred. 

30 16) If an active member who also has creditable service in the public employees' retirement system 
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before becoming a member of the teachers' retirement system dies before qualifying this service in the 

2 teachers' retirement system and if the member's service credits from both systems, when combined, entitle 

3 the member's beneficiary to a death benefit, the payment of the death benefit is the liability of the teachers' 

4 retirement system. Before payment of the death benefit, the public employees' retirement board must 

5 transfer to the teachers' retirement system the contributions necessary to qualify this service in the 

6 teachers' retirement system as provided in subsections (2) and (3). 

7 (7) If the retirement board determines that an individual's membership was erroneously classified 

8 and reported to the public employees' retirement system, the member's accumulated contributions and 

9 service, together with employer contributions plus interest, must be transferred to the teachers' retirement 

1 0 system and any employee and employer contributions due as calculated in 19-20-602 and 19-20-605, 

11 respectively, are the liability of the employee and the employing entity where the error occurred, 

12 res13eotively. For the period of time that the employer contributions are held by the public employees' 

13 retirement system, interest paid on employer contributions transferred under this subsection must be 

14 calculated at the short-term investment pool rate earned by the board of investments in the fiscal year 

15 preceding the transfer request." 

16 

17 Section 10. Section 19-20-412, MCA, is amended to read: 

18 "19-20-412. Election to purchase additional service. ( 1) (a) Except as provided in subsection (3), 

19 a member with 5 years or more of creditable service may make a written election with the retirement board 

20 to purchase, for the purpose of calculating the member's retirement allowance, 1 year of additional service 

21 for: 

22 (i) each 5 years of service on which contributions have been made as required under the provisions 

23 of 19-20-602; and 

24 (iii each 5 years of membership service as defined in Title 19, chapter 3, for which contributions 

25 have been made as required under the provisions of 19-20-409. 

26 (b) A maximum of 5 years of additional service may be purchased under this section. A part-time 

27 member may purchase additional service on a prorated basis. 

28 (2) (al To purchase additional service under this section, a member shall contribute, in a lump-sum 

29 payment or in installments as agreed upon by the member and the retirement board, an amount equal to: 

30 (i) the combined employer and employee rate on July 1, 1989, or the combined rate in effect at 
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the time the member is eligible to purchase the service, whichever date is !ater, multiplied by the member's 

2 earned compensation for full-time service as provided in subsection I2)(b); and 

3 (ii) interest at a rate of 8% compounded annually from July 1, 1989, or from the date at which the 

4 member is eligible to purchase the service, whichever date is later. 

5 (b) The earned compensation used in calculating the cost of purchasing additional service under 

6 this section is: 

7 (i) for the first year of service purchased, the member's earned compensation for full-time servic!!, 

8 for the 1988-89 school year or for the member's fifth year of service, whichever year is later; 

9 (ii) for the second year of service purchased, the member's earned compensation for full-time 

1 O service for the 1988-89 school year or for the member's 10th year of service, whichever year is later; 

11 (iii) for the third year of service purchased, the member's earned compensation for full-time service 

12 for the 1988-89 school year or for the member's 15th year of service, whichever year is later; 

13 (iv) for the fourth year of service purchased, the member's earned compensation for full-time 

14 service for the 1988-89 school year or for the member's 20th year of service, whichever year is later; and 

15 (v) for the fifth year of service purchased, the member's earned compensation for full-time service 

16 for the 1988-89 school year or for the member's 25th year of service, whichever year is later. 

17 (3) A member who became a member prior to July 1, 1989, and who is eligible to purchase 

18 creditable service under 19-3-504, 19-3-510, 19-3-512, 19-3-513, 19-20-402, 19-20-403, 1 9-20-408, 

19 19-20-410, or 19-20-411 may not purchase additional service under this section unless the member elects 

20 in writing to: 

21 (a) waive eligibility to purchase creditable service under sections referred to in subsection 13); and 

22 lb) apply the accumulated contributions made under sections referred to in subsection (3) to the 

23 cost of additional service purchased under this section. 

24 (4) Additional service purchased under this section may not be used to qualify a member for service 

25 retirement." 

26 

27 Section 11. Section 19-20-503, MCA, is amended to read: 

28 "19-20-503. Transfer of dormant sa,..iRgs aeeeuRt or unclaimed accounts. ill The retirement board 

29 may, in its discretion, transfer the amount in the annuity savings account of an inactive member to the 

30 pension accumulation fund if the account has been dormant for a period of 7 years. Ne 6_ right of the 
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2 

3 

4 

5 

6 

member may not be jeopardized by Stlffi the transfer, and the amount SA-all must be transferred back to the 

member's annuity savings account upon his the member's request. 

(2) Retirement benefits must be claimed within 5 years of the date of the member's death. If the 

named beneficiary for the account or the heirs at law fail to claim and accept the benefits, the member's 

account balance reverts to the pension trust fund." 

7 Section 12. Section 19-20-602, MCA, is amended to read: 

8 "19-20-602. Annuity savings fund -- member's contribution. The annuity savings fund is a fund 

9 in which the contributions for the members to provide for their aAAuitios retirement allowance or benefits 

10 must be accumulated in individual accounts for each member. The normal contribution of each member is 

11 7.044% of tho member's earned compensation. Contributions to and payments from the annuity savings 

12 fund must be made in the following manner: 

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

14 as amended and applicable on July 1, 1985, shall pick up and pay the contributions that would be payable 

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

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

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

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

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

20 (c) The member's contributions picked up by the employer must be payable from the same source 

21 as is used to pay compensation to the member and must be included in the member's earned compensation 

22 as defined in 19-20-101. The employer shall deduct from the member's compensation an amount equal to 

23 the amount of the member's contributions picked up by the employer and remit the total of the 

24 contributions to the retirement board. 

25 Id) The deductions must be made notwithstanding that the minimum compensation provided by 

26 law for a member may be reduced by the deductions. Each member is considered to consent to the 

27 deductions prescribed by this section, and payment of salary or compensation less the deductions is a 

28 complete discharge of all claims for the services rendered by the member during the period covered by the 

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

30 12) In addition to the normal contributions and subject to the approval of the retirement board, a 
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member may redeposit in the annuity savings fund, by a single payrrie,It or by an increased rate of 

2 contribution, an amount equal to accumulated contributions that the member has previously withdrawn. 

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

4 (3) The accumulated contributions of a member withdrawn by the member or paid to the member's 

5 estate or to the member's designated beneficiary in event of the member's death must be paid from the 

6 annuity savings fund. Upon the retirement of a member, the member's accumulated contributions must be 

7 transferred from the annuity savings fund to the pension accumulation fund." 

8 

9 Section 13. Section 19-20-603, MCA, is amended to read: 

10 "19-20-603. Withdrawal of accumulated contributions --options. AF+yAn inactive member electing 

11 to do so or aflV 2 person whose membership terminates without a prospect or anticipation that the member 

12 will return to work for an employer within 60 days of termination may withdraw the member's or person's 

13 accumulated contributions from the annuity aeeount savings fund in the retirement system in accordance 

14 with the following provisions: 

15 ( 1) An inactive member under the provisions of sul3seetion ( 1) or (:3) of 19-20-303ill_Q_[_ru may 

16 elect, without right of revocation, to withdraw the member's accumulated contributions. If the member 

1 7 does not withdraw the accumulated contributions, the member remains an inactive member of the 

18 retirement system with the right to qualify for its benefits. 

19 12) Upon recovery from a disabling illness or separation from the armed forces, aflV 2 person 

20 qualifying as an inactive member under the provisions of 19-20-303(2) may withdraw the member's 

21 accumulated contributions unless the member returns to active membership. 

22 (3) AF+y A person whose membership terminates under the provisions of 19-20-304(4) may 

23 withdraw the person's accumulated contributions. 

24 (4) Upon written request, a terminating member may have the payment of #le all or any portion 

25 of the member's accumulated contributions split. The tmc aeferreet portion of the eontril3utions may 13e paiet 

26 etireetly to an inetivietual retirement aoeeunt er other rolled over or transferred into another qualified plan 

27 designated by the member, anet the ether. The portion not rolled over or transferred must be paid directly 

28 to the terminating member. The board shall provide forms for making the written request. The terminating 

29 member is responsible for correctly designating an account or plan eligible to receive the tax-deferred 

30 amount in order to continue the tax-deferred status of the amount." 
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Section 14. Section 19-20-605, MCA, is amended to read: 

2 "19-20-605. Pension accumulation fund·· employer's contribution. The pension accumulation fund 

3 is the fund in which the reserves for payment of 13ensions anEI annuities retirement allowances and benefits 

4 must be accumulated and from which f)ensiens, annuities, retirement allowances and benefits must be paid 

5 to or on aeeount of i:Jenefieiaries erodited ·,vit"113rior ser>,•iee retirees or their beneficiaries. Contributions to 

6 and payments from the pension accumulation fund must be made as follows: 

7 ( 11 Each employer shall pay into the pension accumulation fund an amount equal to 7.4 7% of the 

8 earned compensation of each member employed during the whole or part of the preceding payroll period. 

9 (21 If the employer is a district or community college district, the trustees shall budget and pay for 

1 O the employer's contribution under the provisions of 20-9-501. 

11 (3) If the employer is the superintendent of public instruction, a public institution of the state of 

12 Montana, a unit of the Montana university system, or the Montana state school for the deaf and blind, the 

13 legislature shall appropriate to the employer an adequate amount to allow the payment of the employer's 

14 contribution. 

15 (41 If the employer is a county, the county commissioners shall budget and pay for the employer's 

16 contribution in the manner provided by law for the adoption of a county budget and for payments under 

1 7 the budget. 

18 (5) All interest and other earnings realized on the money of the retirement system Sflall must be 

19 credited to the pension accumulation fund, and the amount required to allow regular interest on the annuity 

20 savings fund Sflall must be transferred to that fund from the pension accumulation fund. 

21 (6) All 13onsions, annuities, and i:Jonefits i=nust i:Jo 13aiEI froi=n t"1e 13onsion aaaui=nulation funs. 

22 f-7t The retirement board may, in its discretion, transfer from the pension accumulation fund an 

23 amount necessary to cover expenses of administration." 

24 

25 Section 15. Section 19-20-702, MCA, is amended to read: 

26 "19-20-702. Optional allowances. ( 1) Until the first payment on account of any benefit becomes 

27 normally due, any member may elect to receive one of the optional allowances described in subsection 121 

28 in lieu of the normal form of retirement allowance, which is provided for in !)Ort 8 ef t"1is ehaf)ter anEI 

29 19-20-902 and part 8 of this chapter. If a member dies within 30 days after retirement, the member's 

30 election to receive an optional allowance is void and the member's death will be considered as that of an 
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3 

4 

5 

6 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

active member. 

12) An optional allowance is the actuarial equivalent of the member's service retirement or disability 

retirement allowance at the time of the member's retirement effective date and provides an allowance 

payable to the member throughout the member's lifetime and, upon the member's death, an allowance 

payable to the person that the member nominated by written designation, duly acknowledged and filed with 

the retirement board at the time of the member's retirement, in accordance with one of the following 

options: 

(a) Option A--the optional allowance will be paid to the member throughout the member's lifetime 

and, upon the member's death, continue throughout the lifetime of the member's designated beneficiary. 

(b) Option B--the optional allowance will be paid to the member throughout the member's lifetime, 

and upon the member's death, one-half of the optional allowance will be continued throughout the lifetime 

of the member's designated beneficiary. 

(c) Option C--the optional allowance will be paid to the member throughout the member's lifetime, 

and upon the member's death, two-thirds of the optional allowance will be continued throughout the 

lifetime of the member's designated beneficiary. 

(d) O13tisn D SBR'le stl=ler l=Jenofit will l=Je 13aid eitl=ler to tl=lo R'l8R'il3er er tl=le R'leR'll3er's surviving 

designated l=Jenefieiary in aseerdanse .,.,.itl=l 13re11isions a1313re11ea l=Jy tl=le retireR'lent sears Period certain and 

life--a retirement allowance will be paid for a certain period of time or for the member's lifetime, whichever 

is greater. 

(i) The member shall elect one of the following certain time periods: 

(A) 10 years it the member is 75 years of age or younger at the time of retirement: or 

(Bl 20 years if the member is 65 years of age or younger at the time of retirement. 

(ii) At the time of retirement, the member shall file with the board a written nomination of 

beneficiaries to receive payments if the member dies before the end of the certain period elected. Unless 

limited by a family law order, the nominated beneficiary may be changed by the member at any time by 

filing with the board a written notice designating different beneficiaries. 

(3) (a) Upon written request to the retirement board, a retired member whose effective date of 

retirement is before October 1. 1993, and who is receiving an optional retirement allowance may designate 

a different beneficiary, select a different option, or convert the member's optional retirement allowance to 

a regular retirement or disability allowance if: 
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(i) the original beneficiary has died; or 

2 (ii) the member has been divorced from the original beneficiary and the original benefiqary has not 

3 been granted the right to receive the optional retirement allowance as part of the divorce settlement. 

4 (b) Upon receipt of the request, the board shall actuarially adjust the member's monthly retirement 

5 or disability allowance to reflect the change. 

6 (41 Effective on the first of the month following reeeipt ef notifioation of the death of a person 

7 nominated as the designated beneficiary under subsection m (2)(a). (2l(bl, or (2)(c), any optional retirement 

8 allowance that is effective after October 1, 1993, will revert to the full normal form of retirement allowance 

9 available at the time of retirement. The normal form of retirement allowance available must be increased 

1 O by the value of any postretirement adjustments received by the member since the effective date of 

11 retirement. The retired member may, within 180 da•,s 18 MONTHS of the death of the designated 

1 2 beneficiary, file a written application with the board to designate a different beneficiary and to select an 

13 actuarially equivalent optional allowance. The optional allowance is effective on the first day of the month 

14 following receipt of the retiree's application." 

15 

16 Section 16. Section 19-20-703, MCA, is amended to read: 

17 "19-20-703. Payments to be monthly. ill All pensions and anm,ities shall retirement allowances 

18 must be paid in equal monthly installments. 

19 12) The retirement allowance may commence: 

20 la) no earlier than the first day of the month following the member's termination date or on the first 

21 day of the month following the date when the member first becomes eligible, whichever date is later; or 

22 I bl if requested by the inactive member in writing: 

23 (ii on the first day of a later month; or 

24 (ii) on the first day of the month following the member's 60th birthday." 

25 

26 

27 

28 

29 

30 

Section 17. Section 19-20-706, MCA, is amended to read: 

"19-20-706. Exemption from taxation and legal process. Except as provided in 19-20-305, the 

pensiens, annuities, retirement allowances 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: 
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(1) exempted from any state, county, or municipal tax of the st::ite of Montana except for: 

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

3 pursuant to 15-30-11112)1c)lii); or 

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

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

6 12) not subject to execution, garnishment, attachment by trustee process or otherwise, in law or 

7 equity, or any other process; and 

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

9 

10 

11 

Section 18. Section 19-20-711, MCA, is amended to read: 

"19-20-711. Eligibility for postretirement adjustment. 11) Except as provided in subsection 121, a 

12 FAeFAeer retiree or beneficiary is eligible to receive a postretirement adjustment as provided in 19-20-713 

13 if fie the retiree is receiving a: 

14 (a) service retirement allowance and is ee years of ago or oleler on or eefore d1:1ne 30 in the year 

15 that the postretireFAent aelj1:1stFA0nt is FAade; or 

16 (bl disability or survivorship allowance. 

17 12) A FAOFAeer retiree or beneficiary is ineligible to receive a postretirement adjustment under 

18 subsection (1) unless fie the retiree or beneficiary has been receiving a monthly service, disability, or 

19 survivorship allowance for at least 24 consecutive months on or before June 30 in the year that the 

20 adjustment is made." 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 19. Section 19-20-712, MCA, is amended to read: 

"19-20-712. Funding for postretirement adjustment -- reserve fund. (1 I At the end of each fiscal 

year, the board shall determine the total investment income~ minus unrealized gains or losses on the 

retirement fund for that fiscal year. From this amount, the board shall subtract the: 

la) aet1:1arial affiol:lnt re1j1:1ired to l1:1nd the retiroFAont S'(Steffi for tho liseal year amount equivalent 

to the actuarially required investment yield; and 

lb) retirement system's administrative and investment expenses for the fiscal year. 

12) (a) From the remainder obtained in subsection (1 ), the board shall calculate the amount of 

investment income earned on that portion of the retirement fund balance representing retired members. 
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(b) The board shall deposit the amount calculated in subsection (2)(al in a reserve fund. 

2 (3) Subject to the restrictions contained in subsections (4) and (5), the board shall annually use 

3 90% of the amount in the reserve fund provided for in subsection (21(b) to pay a postretirement adIustment 

4 to eligible members retirees or beneficiaries under 19-20-713. 

5 (4) If the amount in the reserve fund is insufficient to provide an average monthly postretirement 

6 adjustment of at least $1 under 19-20-713, an adjustment may not be made in that calendar year. 

7 (5) The amount available for payment of the postretirement allowance is limited to an amount that 

8 would provide a percentage increase in the average service, disability, or survivorship allowance of all 

9 eligible members retirees, when combined with the postretirement adjustment, that is equal to or less than 

10 the percentage increase for the previous calendar year in the annual average consumer price index for urban 

11 wage earners and workers compiled by the bureau of labor statistics, United States department of labor, 

12 or its successor agency." 

13 

14 Section 20. Section 19-20-713, MCA, is amended to read: 

15 "19-20-713. Payment and amount of postretirement adjustment. (1) Effective January 1 of each 

16 year that funds are available under 19-20-71 2, a member retiree or beneficiary eligible under 1 9-20-711 

17 shall receive a postretirement adjustment in the form of a monthly benefit payable for life. 

18 (2) The board shall calculate the amount of the postretirement allowance payable to an eligible 

19 member retiree or beneficiary by: 

20 (al dividing the amount available under 19-20-712(31 for payment of the postretirement allowance 

21 by the total accumulated years of service for all eligible members retirees and beneficiaries; 

22 (b) multiplying the quotient obtained in subsection (2)(al by the member's retiree's total years of 

23 service; 

24 (cl dividing the product obtained in subsection (21(bl by a factor for calculating a monthly annuity 

25 retirement allowance from actuarial tables adopted by the board; and 

26 (d) applying the provisions contained in subsections (3) and (41. 

27 (3) If a memeer retiree had elected to receive an optional retirement allowance, the amount of fli5 

28 the retiree's postretirement allowance must be adjusted by the appropriate optional factor. 

29 (4) If more than one beneficiary is receIvIng a member's retiree's retirement allowance, the 

30 postretirement adjustment must be divided in the same manner as the meFftber's retiree's retirement 
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allowance." 

2 

3 Section 21. Section 19-20-715, MCA, is amended to read: 

4 "19-20-715. Compensation limit. ill Compensation in excess of the limitations set forth in section 

5 401 (a)(17) of the Internal Revenue Code must be disregarded for individuals who are not eligible employees. 

6 The limitation on compensation for eligible employees may not be less than the amount that was allowed 

7 to be taken into account under this chapter on July 1, 1993. For purposes of this section, an eligible 

8 employee is an individual who was a member in the retirement system prior to July 1, 1996. 

9 (2) In determining a member's retirement allowance under 19-20-802 or 19-20-804, the 

1 O compensation reported in each year of the 3 years that make up the average final compensation may not 

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

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

13 provided by rule by the retirement board. 

14 (3) Earned compensation in excess of the amount specified in subsection (2) is considered 

1 5 termination pay and must be included in the calculation of average final compensation as provided in 

16 [section 21. 

17 

18 

19 

Section 22. Section 19-20-801, MCA, is amended to read: 

"19-20-801. Eligibility for superaAAuatieA service retirement. A member who has at least 5 full 

20 years of creditable service, whose last 5 years of creditable service were in this state, and who has attained 

21 the age of 60 or has been credited with full-time or part-time service in 25 or more years may retire from 

22 service if Re the member has terminated employment in all positions from which the member is eligible to 

23 retire and files with the retirement board Ris 2 written application setting forth the fact of Ris the member's 

24 retirement." 

Section 23. Section 19-20-804, MCA, is amended to read: 

25 

26 

27 "19-20-804. Allowance for superaAAuatieA service retirement. ( 11 Upon su13erannuation 

28 retiFefflent, a termination. an eligible member Sflali must receive a retirement allowance eonsisting of a 

29 13ensisn whish, tegether with an annuity, 13revides a retirefflent allowanee equal to one-sixtieth of Ris the 

30 member's average final compensation, as limited by 19-20-715, multiplied by the sum of the number of 
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years of creditable service, service transferred under 19-20-409, and additional service purchased under 

2 19-20-412. 

3 (21 APtv- Except as provided in subsection (3), a retired member may be employed as a part-time 

4 or substitute teacher in Montana and may earn, without loss of retirement benefits, an amount not to 

5 exceed the greater of: 

6 (a) one-third of the sum of 1'li5 the member's average final compensation plus normal annual salary 

7 increases for teaching personnel employed by the school district, state agency, political subdivision, or 

8 university unit that employed the member at the time of retirement; or 

9 (b) one-third of the median of the average final compensation for members retired during the 

10 preceding fiscal year as determined by the retirement board. 

11 (3) If an early-retired member under 19-20-802 is reemployed with the same employer within 30 

12 days from the member's effective date of retirement or if the early-retired member is guaranteed 

13 reemployment with the same employer, the member must be considered to have continued in the status 

14 of an active member and not to have separated from service. Any retirement allowance payments received 

15 by the member must be repaid to the system, together with interest, at the actuarially assumed rate, and 

16 the retirement allowance must be terminated." 

17 

18 Section 24. Section 19-20-902, MCA, is amended to read: 

19 "19-20-902. Allowance for disability retirement. ill Upon retirement for disability, a member must 

20 receive a disability retirement allowance equal to the greater of: 

21 t+l-ifil one-sixtieth of the member's average final compensation multiplied by the sum of the number 

22 of years of creditable service, service transferred under 19-20-409, and additional service purchased under 

23 19-20-412, if tAe retirel'fleRt allewaRee e1lseees eRe fe1,1rtA sf tAe l'flSl'flber's a,•era§e fiRal ool'FlpensatieR; 

24 or 

25 f.;1+1.Ql a peRsien that, te§sther with tAs l'flel'flbor's anR1,1ity, pre,•iess a tstal retirel'fleRt alle.,.,•anoe 

26 e(;lual te one-fourth of the member's average final compensation. 

27 (2) The earned compensation in the year of termination that is included in the calculation of average 

28 final compensation of a member who is awarded a disability retirement allowance prior to the completion 

29 of a full year is the compensation, pay, or salary that the member would have received under the member's 

30 contract had the member completed the full year. Any termination pay received by the member is limited 
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1 to the amount actually paid and is not the amount that the member would nave earned had the member 

2 completed the full year." 

3 

4 Section 25. Section 19-20-903, MCA, is amended to read: 

5 "19-20-903. Medical examination of disability retiree. I 1) Once each year during the first 5 years 

6 following the retirement of a member on a disability retirement allowance and once in every 3-year period 

7 thereafter, the retirement board may require aREI, u130R the beRefieiar~1 's a1313lieatioR, shall 13ermit a disability 

8 beRefieiary benefit recipient who has not yet attained the age of 60 to undergo a medical examination by 

9 a physician or physicians designated by the retirement board. The examination s4a+I must be made at the 

1 O place of residence of tho beRefieiary benefit recipient or other place mutually agreed upon. Based on the 

11 examination, the board shall determine whether the disabled member is unable, by reason of physical or 

12 mental incapacity, to perform the essential elements of the position held by the member when the member 

13 retired. If the board determines that the member is not incapacitated, the member's retirement benefit must 

14 be canceled. If the member disagrees with the board's determination, the member may request the board 

15 to reconsider its action. The request for reconsideration must be made in writing within 60 days after the 

16 receipt of the notice of the status change. 

17 (2) A member whose disability retirement benefit is canceled because the board has determined 

18 that the member is no longer incapacitated must be given preference by the member's former employer for 

19 the position held at the time of retirement or for a comparable position that becomes available within 1 year 

20 of cancellation of the disability retirement. The member may agree to accept an offer of employment by an 

21 employer. Employment in any capacity by an employer terminates any right granted by this section. The 

22 fact that the former employee was retired on disability may not prejudice any right to reinstatement to duty 

23 that the former employee may have or claim to have. This section does not affect any requirement for the 

24 former employee to meet or to be able to meet professional certification and licensing standards unrelated 

25 to the previous disability, otherwise necessary for reinstatement to duty. 

26 f-2}@ Shaula !f a disability beRefisiary benefit recipient who has not yet attained the age of 60 

27 fffi\ffie refuses to submit to a medical examination as required in subsection 11 ), His the recipient's 

28 allowance may be discontinued until His withdrawal of Stfel=I the refusal, aRa sheulEI his~ refusal 

29 eoRtiRue continues for 1 year, all His rights in and to His 2 disability pension may be revoked by the 

30 retirement board." 
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Section 26. Section 19-20-904, MCA, is amended to read: 

2 "19-20-904. Adjustment of allowance. f+l--# ( 1) (al Except as provided by subsection ( 1 )(bl, if 

3 a retiree receiving a disability 13oAofioiary retirement allowance is engaged in or is able to engage in a gainful 

4 occupation paying more than the difference between the 13eAefieiary's retiree's retirement allowance and 

5 the 13eAefieiary's retiree's average final compensation or the difference between the median salary of those 

6 members retired during the preceding fiscal year and the 13eAefieiary's retiree's retirement allowance, 

7 whichever is greater, the retirement allowance must be reduced to an amount that, together with the 

8 amount earnable by the 13eAefieiary retiree, is equal to the 13eAefieiary's retiree's average final compensation 

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

1 O lb) If a disabled retiree is reemployed with the same employer within 30 days from the member's 

11 effective date of retirement or if the retired member is guaranteed reemployment with the same employer, 

12 the member must be considered to have continued in the status of an active member and not to have 

1 3 separated from service. Any retirement allowance payments received by the member must be repaid to 

14 the system, together with interest, at the actuarially assumed rate, and the retirement benefit must be 

15 terminated. 

16 (2) If the 13oAofioiaP(s disabled retiree's earning capacity is changed later, the seAefieiary's 

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

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

19 retiree, equals the seAelisiary's retiree's average final compensation. 

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

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

22 recipient. 

23 ( 4 ~ A 13eAefieiary restored to aetive serviee at a salary less th a A the average fiAal compeAsatieA 

24 tipoA tho sosis of whieh the 13oAofieiary was retired may ROI sesame a memser of the retiremeAt system 

25 while reooiviA!J a red used 13eAofit." 

26 

27 Section 27. Section 19-20-905, MCA, is amended to read: 

28 "19-20-905. Cancellation of allowance and restoration of membership. ( 1) If a disal3ility 13enefieiary 

29 tiAser a!Je eO is restored to aetive ser~·iee at a eoFApeAsatioA Rot less thaA his average fiAal eeFA13eAsatieA, 

30 flifi disabled retiree is employed full-time in a capacity that would otherwise meet the eligibility requirements 
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of active membership, as provided under 19-20-302, the retiree's retirement allowance Sftal+ must cease 

2 aflEl-Re. If the retiree is employed by an employer covered under this chapter, the retiree shall again become 

3 an active member of the retirement system. Any prior service certificate on the basis of which hi5 the 

4 member's service was computed at the time of fli5 the member's disability retirement sHall must be restored 

5 to full force, and upon fli5 the member's subsequent retirement, he shall the member must be credited with 

6 Stief\ the prior service and all hi5 subsequent service as a member. 

7 (2) If fie the member is restored to active serviee membership on or after the attainment of the age 

8 of 55 years, his 13eRsioR the member's retirement allowance upon subsequent retirement may not exceed 

9 the 13eRsioR retirement allowance that fie the member would have received had fie the member remained 

10 in service during the period of fli5 the member's previous retirement or the sum of the 130RsioR whiel=I l=io 

11 retirement allowance that the member was receiving immediately prior to fli5 the member's last restoration 

12 to service and the 13eRsioR retirement allowance that fie the member would have received on account of 

13 fli5 the member's service since ms the member's last restoration had fie the member entered service at that 

14 time as a new member." 

15 

16 Section 28. Section 19-20-1001, MCA, is amended to read: 

17 "19-20-1001. Allowances for death of member. ( 1) If a member dies before retirement, ms the 

18 member's accumulated contributions sHall must be paid to ms the member's estate or~ to a person as 

19 fie the member may have nominated by a written designation in a manner prescribed by the board and filed 

20 with the retirement board prior to hi5 the member's death iR tl=le FAaRRer 13reserieeEI ey tRe 13oarEI. 

21 (2) (a) In lieu of benefits provided for in subsection (1 ), if the deceased member qualified by reason 

22 of service for a retirement benefit, the nominated beneficiary RemiRateEI B'J' tl=le Eloeeaseel member may elect 

23 to receive a mentRI~• life annuity retirement allowance. The FAentl=lly life annuity sl=lall retirement allowance 

24 must be determined as prescribed in 19-20-804( 1) and section 5, Chapter 549, Laws of 1981, in the same 

25 manner as if the member elected option A provided for in 19-20-702{2)(a). 

26 (b) In the event that payments made to an annuitant a recipient do not equal the amount of the 

27 member's accumulated contributions 13rior to before the annuitant's member's death, the difference 

28 between the total aRnuity retirement allowance payments made and the amount of the accumulated 

29 contributions sHall at the time of the member's death must be paid to the beneficiary. 

30 (3) If the deceased member had 5 or more years of creditable service and was an active member 

~Legislative 
\Services 
1V!_ivision 

- 24 - HB 134 



55th Legislature HB0134.02 

1 in the state of Montana within 1 year prior to his before the member's death, a lump-sum death benefit of 

2 $500 is payable to l=l+s the member's designated beneficiary. 

3 (4) If a deceased member had 5 or more years of creditable service and was an active member in 

4 the state of Montana within 1 year prior to l=l+s the member's death, the sum of $200 f:1ef 2 month &ftall 

5 must be paid to each minor child of the deceased member until ~ the child reaches his 18th birthday 

6 18 years of age." 

Section 29. Section 19-20-1002, MCA, is amended to read: 

7 

8 

9 "19-20-1002. Payments upon death of retiree. (1) In the event of the death of a member after 

1 O retirement, a death benefit of $500 is payable to l=l+s the designated beneficiary. 

11 (2) In the event that payments made to an annuitant a benefit recipient do not equal the amount 

12 of the member's accumulated contributionn prior to before the annuitant's death member's retirement, the 

13 difference between the total retirement allowance paid and the amount of the accumulated contributions 

14 &ftall must be paid to the beneficiary. 

15 (3) If a deceased member had 5 or more years of creditable service and was retired at the time of 

16 l=l+s death, the sum of $200 f:1ef 2 month &ftall must be paid to each minor child of the deceased member 

1 7 retiree until ~ the child reaches his 18th birtl=iday 18 years of age." 

18 

19 NEW SECTION. Section 30. Codification instruction. (1) [Section 1 l is intended to be codified as 

20 an integral part of Title 19, chapter 20, part 8, and the provisions of Title 19, chapter 20, part 8, apply to 

21 [section 1 l. 

22 (2) [Sections 2 and 4] are intended to be codified as an integral part of Title 19, chapter 20, part 

23 7, and the provisions of Title 19, chapter 20, part 7, apply to [sections 2 and 4]. 

24 (3) [Section 3] is intended to be codified as an integral part of Title 19, chapter 20, part 1, and the 

25 provisions of Title 19, chapter 20, part 1, apply to [section 3]. 

26 

27 NEW SECTION. Section 31. Coordination instruction. If Bill No. [LC 0553] is passed and 

28 approved and if it includes sections that amend 19-20-711 through 19-20-713, then [sections 18 through 

29 20 of this act], amending 19-20-711 through 19-20-713, are void. 

30 
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1 NEW SECTION. Section 32. Retroactive applicability. [Section 9] applies retroactively, within the 

2 meaning of 1-2-109, to all occurrences on or after January 1, 1995. 

3 

4 

5 

NEW SECTION. Section 33. Effective date. [This act] is effective on passage and approval. 

-END-
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HOUSE BILL NO. 134 

2 INTRODUCED BY J. JOHNSON, HARRINGTON, SQUIRES, HERTEL, BARTLETT, LYNCH, CHRISTIAENS 

3 BY REQUEST OF THE TEACHERS' RETIREMENT BOARD 

4 

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

6 TEACHERS' RETIREMENT SYSTEM; DEFINING "TERMINATION", "TERMINATION PAY", AND "VESTED"; 

7 PROVIDING TERMINATION PAY OPTIONS; CLARIFYING THAT TEACHERS' RETIREMENT SYSTEM 

8 PROVISIONS MUST COMPLY WITH FEDERAL TAX LAWS REGARDING QUALIFIED PLAN STATUS; 

9 CLARIFYING THE DISTRIBUTION OF BENEFITS TO BENEFICIARIES; CLARIFYING CERTAIN DEFINITIONS; 

10 CLARIFYING DEFINITIONS RELATED TO COMPENSATION USED TO DETERMINE BENEFITS; CLARIFYING 

11 THAT FAMILY LAW ORDERS AFFECTING DISTRIBUTION OF BENEFITS MAY NOT BE ENTERED UNLESS 

12 APPROVED BY THE TEACHERS' RETIREMENT BOARD; GENERALLY REVISING LANGUAGE REFERRING 

13 TO ANNUITIES; REVISING PROVISIONS RELATED TO THE TRANSFER OF SERVICE FROM THE PUBLIC 

14 EMPLOYEES' RETIREMENT SYSTEM; CLARIFYING CERTAIN SERVICE PROVISIONS; CLARIFYING 

15 DISPOSITION OF UNCLAIMED ACCOUNTS; REVISING CERTAIN WITHDRAWAL AND OPTIONAL 

16 ALLOWANCE PROVISIONS; REVISING PAYMENT COMMENCEMENT PROVISIONS; REVISING CERTAIN 

17 DISABILITY RETIREMENT AND REINSTATEMENT FROM DISABILITY PROVISIONS; CLARIFYING 

18 POSTRETIREMENT PROVISIONS; AMENDING SECTIONS 19-20-101, 19-20-104, 19-20-208, 19-20-305, 

19 19-20-409, 19-20-412, 19-20-503, 19-20-602, 19-20-603, 19-20-605, 19-20-702, 19-20-703, 

20 19-20-706, 19-20-711, 19-20-712, 19-20-713, 19-20-715, 19-20-801, 19-20-804, 19-20-902, 

21 19-20-903, 19-20-904, 19-20-905, 19-20-1001, AND 19-20-1002, MCA; AND PROVIDING AN 

22 IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

THERE ARE NO CHANGES IN THIS BllL AND IT WllL NOT BE 
REPRINTED, PLEASE REFER TO SECOND READING COPY 
(YEI.LOW) FOR COMPLETE TEXT. 
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HOUSE BILL NO. 134 

HB0134.03 
Al'PRCVE::J BY COM ON 
STATE AGMINISTRAT:ON 

2 INTRODUCED BY J. JOHNSON, HARRINGTON, SQUIRES, HERTEL, BARTLETT, LYNCH, CHRISTIAENS 

3 BY REQUEST OF THE TEACHERS' RETIREMENT BOARD 

4 

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

6 TEACHERS' RETIREMENT SYSTEM; DEFINING "TERMINATION", "TERMINATION PAY", AND "VESTED"; 

7 PROVIDING TERMINATION PAY OPTIONS; CLARIFYING THAT TEACHERS' RETIREMENT SYSTEM 

8 PROVISIONS MUST COMPLY WITH FEDERAL TAX LAWS REGARDING ~ALIFIED PLAN STATUS; 

9 CLARIFYING THE DISTRIBUTION OF BENEFITS TO BENEFICIARIES; CLARIFYING CERTAIN DEFINITIONS; 

10 CLARIFYING DEFINITIONS RELATED TO COMPENSATION USED TO DETERMINE BENEFITS; CLARIFYING 

11 THAT FAMILY LAW ORDERS AFFECTING DISTRIBUTION OF BENEFITS Mc'IY ~jQT Be eNTeReD UNLeSS 

12 APPROVeD MUST CONTAIN A STATEMENT THAT THE ORDER IS SUBJECT TO REVIEW AND APPROVAL 

13 BY THE TEACHERS' RETIREMENT BOARD; GENERALLY REVISING LANGUAGE REFERRING TO ANNUITIES; 

14 REVISING PROVISIONS RELATED TO THE TRANSFER OF SERVICE FROM THE PUBLIC EMPLOYEES' 

15 RETIREMENT SYSTEM; CLARIFYING CERTAIN SERVICE PROVISIONS; CLARIFYING DISPOSITION OF 

16 UNCLAIMED ACCOUNTS; REVISING CERTAIN WITHDRAWAL AND OPTIONAL ALLOWANCE PROVISIONS; 

17 REVISING PAYMENT COMMENCEMENT PROVISIONS; REVISING CERTAIN DISABILITY RETIREMENT AND 

18 REINSTATEMENT FROM DISABILITY PROVISIONS; CLARIFYING POSTRETIREMENT PROVISIONS; 

19 AMENDING SECTIONS 19-20-101, 19-20-104, 19-20-208, 19-20-305, 19-20-409, 19-20-412, 19-20-503, 

20 19-20-602, 19-20-603, 19-20-605, 19-20-702, 19-20-703, 19-20-706, 19-20-711, 19-20-712, 

21 19-20-713, 19-20-715, 19-20-801, 19-20-804, 19-20-902, 19-20-903, 19-20-904, 19-20-905, 

22 19-20-1001, AND 19-20-1002, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 

23 RETROACTIVE APPLICABILITY DATE." 

24 

25 STATEMENT OF INTENT 

26 A statement of intent is required for this bill because [section 3] gives the teachers' retirement 

27 board authority to adopt administrative rules. 

28 The legislature finds that it is beneficial to maintain the teachers' retirement system as a qualified 

29 plan under Internal Revenue Code regulations. Therefore, it is the intent of the legislature that statutory 

30 provisions governing the teachers' retirement system be subject to federal tax law applicable to public 

~

.egisl!Jlive 
Services 
!!Jvlsion 

- 1 - HB 134 
2ND RD--2ND HOUSE 
AS AMENDED 



55th Legislature HB0134.03 

1 retirement plans. The legislature intends that the board make rules useful and necessary to ensure 

2 compliance with federal law and necessary to maintain a federal tax qualified plan status. 

3 

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

5 

6 NEW SECTION. Section 1. Earned compensation -- part-time service. The earned compensation 

7 of a member who retired under 19-20-802 or 19-20-804 and had less than 3 consecutive years of full-time 

8 service during the 5 years preceding the member's retirement is the compensation that the member would 

9 have earned in the final 3 years had the member's part-time service been full-time service. To determine 

1 O the compensation that the member would have earned, the compensation reported must be divided by the 

11 part-time service credited to the member's account. 

12 

13 NEW SECTION. Section 2. Termination pay. If a member receives termination pay at the time of 

14 termination and elects to retire at that time, the member shall select one of the following options: 

15 (1) The member may use termination pay in the calculation of the member's average final 

16 compensation. The member and the employer shall pay contributions to the retirement system as 

17 determined by the board to adequately compensate the system for the additional retirement benefit. The 

18 contributions must be made at the time of termination. 

1 9 (2) The member may use a yearly amount of termination pay added to each of the 3 consecutive 

20 years' salary used in the calculation of the member's average final compensation. To determine the amount 

21 of termination pay used in the calculation of average final compensation, termination pay must be divided 

22 by the total number of years of creditable service to determine a yearly amount. The member and the 

23 employer shall pay contributions on the termination pay according to the rates provided for in 19-20-602 

24 and 19-20-605( 1). 

25 (3) The member may exclude the termination pay from the average final compensation. A 

26 contribution is not required of either the member or the employer, and any contributions made under 

27 19-20-602 and 19-20-605 must be refunded. 

28 

29 NEW SECTION. Section 3. Retaining qualified plan status -- board rulemaking authority. If a 

30 provision in this chapter conflicts with a qualification requirement in section 401 of the Internal Revenue 
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Code applicable to public retirement systems and consequent federal administrative regulations, the 

2 provision is either ineffective or must be interpreted to conform to the federal qualification requirements 

3 and allow the system to retain tax-deferred status. The board may adopt rules to implement this section. 

4 

5 NEW SECTION. Section 4. Effect of no designation or no surviving beneficiary. (1) If a beneficiary 

6 is not designated or if no designated beneficiary survives the payment recipient, the estate of the payment 

7 recipient is the beneficiary and is entitled to any lump-sum payment or retirement benefit accrued but not 

8 received prior to the death of the payment recipient. If the estate would not be probated but for the amount 

9 due from the retirement system, all of the amount due must be paid directly, without probate, to the 

10 surviving next of kin of the deceased or to the guardians of the survivor's estate, share and share alike. 

11 (2) Payment must be made in the same order in which the following groups are listed: 

12 

13 

14 

15 

16 

17 

(a) 

(b) 

(c) 

(d) 

(e) 

(f) 

husband or wife; 

children; 

father and mother; 

grandchildren; 

brothers and sisters; or 

nieces and nephews. 

18 (3) A payment may not be made to a person included in any of the groups listed in subsection (2) 

19 if at the date of payment there is a living person in any of the groups preceding the group of which the 

20 person is a member, as listed. Payment must be made upon receipt from the person of an affidavit, upon 

21 a form supplied by the system, that there are no living individuals in the groups preceding the group of 

22 which the person is a member and that the estate of the deceased will not be probated. 

23 (4) The payment must be in full and complete discharge and acquittance of the board and system 

24 on account of the member's or payment recipient's death. 

25 

26 Section 5. Section 19-20-101, MCA, is amended to read: 

27 "19-20-101. Definitions. As used in this chapter, unless the context clearly indicates otherwise, 

28 the following definitions apply: 

29 ( 1) "Accumulated contributions" means the sum of all the amounts deducted from the 

30 compensation of a member or paid by a member and credited to the member's individual account in the 
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annuity savings fund, together with interest. Regular interest must be computed and allowed to provide a 

2 benefit at the time of retirement. 

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

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

5 of 8% compounded annually. 

6 (3) "ARR8ity" A'!eaRs the payffiBRts A'!aae to a benefisiary for life that are aerived froffi a A'IBA'lber' s 

7 ass8FA8lated sontribbltions. 

8 (4l ".ARn8it~r reserve" FABaRs the preseRt valble of all payFAeRts to be ffiade OR assoblnt of a 

9 ffieffiber's ann8ity soffipblted, 11.iith re€J8lar interest, on the basis of the ffiortality tablas asepted b1,' the 

10 retiFBffient boars. 

11 (el (al "Average final compensation" means the average of #le a member's earned compensation 

1 2 of a FABA'lber during the 3 consecutive years of full-time service or as provided under [section 1 j that yield 

13 the highest average and on which contributions have been made as required by 19-20-602 or 19-20-413. 

14 If amounts defined in subsection (6)(bl have been converted by an employer to earned compensation for 

15 all members and have been continuously reported as earned compensation in a like amount for at least the 

16 5 fiscal years preceding the member's retirement, the amounts may be included in the calculation of 

17 average final compensation. If amounts defined in subsection (6)(b) have been reported as earned 

18 compensation for less than 5 fiscal years or if the member has been given the option to have amounts 

19 reported as earned compensation, any amounts reported in the 3-year period that' constitute average final 

20 compensation must be included in average final compensation as provided under [section 2(2)]. 

21 (bl In deterFAinin§ a ffi0ffil;)er' s retireFAeRt allowaRse bins er 1 Q 20 802 er 19 20 804, tho 

22 seA'lpeRsatioR for sash year of the 3 years that FAake bip the averaee final G0A'lpeRsation ffiay not be 1iroator 

23 thaR 110% of the previobls '(Bar's ooffipensation inol1ided in the oal1mlation of avera§o final soFAponsation 

24 or tho earned GoFApensation reportee to tl=te retireFAent systeffi, wl=tiohe\'BF is lass, except as 13rovided by 

25 f8le by tRB retiFOA'IORt board. 

26 (ol earned GOA'lpensation in oxoess ef the affio8nt s13eoifieel in s8bsestien (ii)(bl is sonsiserod 

27 torFAinatien pay as provided in G8bsestion (ii)lal. 

28 (dl If the earned GBA'lpensation inol8eleo aRy tBFA'lination pay, the A'IBFAber shall selest one of the 

29 followiR§ 013tiens: 

30 lil blSB the total terFAination flO'( in the sals1ilation of the a¥era§e final soR113ensatien. The ffieffiber 
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1 and tho ornployor shall pa1,1 contributions to tho rotirornont systorn as aro dotorrninos b1,• tho board to 

2 adof1uatoly componsato tho systorn for tho additional rotirornont benefit. Tho contributions rnust bo rnado 

3 at tho time tho terrnination pay is rocoi 1;os. 

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

5 in the calculation of tho m•ora§lo final cornponsation if tho rnornber has 4 or rnoro years of sori;ico with tho 

6 employer from which the torrnination pay was rocei 11es. Tho arnount of cornpensation used in the 

7 calculation of 3"0rage final cornponsation must be divided by the total number of years of croditable service 

8 to setermino a yearly amount. Tho rnornbor ans tho ornployor shall pa1,r sontributions on tho torrnination pa1,• 

9 accordin§I to tho ratos pro¥ides fer in 1 Q 20 €i02{ 1) and 1 Q 20 €i0e( 1}. 

1 O (iii I oxsluEle tho torrnination pay frorn the average final sernpensatien. ~lo sontribution is ref1uiros 

11 of oither the ernployor or rnember, anEI contributions made under 1 Q 20 602 and 1 Q 20 60e must be 

12 rofunEleEI. 

13 (el for purposes of this suesection (e), terrnination pay insluses any forrn of terrnination pay or 

14 any lurn13 sum 13a1,•rnent for deferroEI cornpensation, sick leave, or accurnulated 1;acatien credit, or any other 

15 pa1frnent fer tirne not workoEI other than sorn13ensation rosoi¥oEI whilo on sick loa"o or authorizoEI leave of 

16 absonso. 

17 ™i±l. "Beneficiary" means a person in recei13t of a 13onsion, annuity, rotirernont allowance, or other 

18 bonofit 13roviEleEI 13y tho rotirernont systern formally designated by a member, retiree, or benefit recipient to 

19 receive a retirement allowance or payment upon the death of the member, retiree, or benefit recipient. 

20 P+_[fil "Creditable service" is that service defined by 19-20-401. 

21 4»~ "Earned compensation" means, except as limited by 19-20-715, remuneration, exclusive 

22 of maintenance, allowance, and expenses, oaid for services by a member out of funds controlled by an 

23 employer, as Elefined under this o"1apter, before any tax deferred pretax deductions allowed under the 

24 Internal Revenue Code are deducted from the member's compensation, excl1c1sive of rnaintenance, 

25 allowances, and ox130nses. TAB earned sornponsation is rornunoration that ,. .. ouls have 13eon paid to a 

26 rnornbor for full tirne sor>1ice but was not 13aid to tRo rnornl3or bosauso of a rosuction in cornpensation, pay, 

27 or salary duo to a tornporary absonco, provided tRat tRe retirement S'fStem recei¥os tho contri13ution 

28 rof1uirod ey 1 Q 20 413. The earnes sorn13onsation of a rnornbor wi=lo had loss than 3 consecutive 1fears of 

29 full tirne service during ti=le e yoars preoosin§I ti=le rnomeer's retirement is ti=lo com130nsation, 13ay, or salary 

30 that the rnember would have earned had tho rnornl3or's part tirno sor>•ico bean full time seri•ice. Ti=le earned 
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somponsation of a momeor who is awareloel a elisability rotiromont allowanso prior to tho somplotion of a 

2 f1,1II year is tho soR'lponsation, f)a>y, or salar\' that tho R'IOA'lbor wo1,1lel ha•,•o rosoi,.oel 1=1ael tl:10 ffioml:lor 

3 somplotoel tl=,o f1,1II yoar, oxsof)t that an'( termination f)a't', as elofinoel in s1,1l:lsootion (6)(ol, rosoivoel by tl:10 

4 moFRl:lor is liFRi'ioel to ti:10 aFR01,1nt astually paiel anel is not ti:10 amo1,1nt that ti:10 moFRl:lor wo1,1lel ha.,o earneel 

5 hael tho FRoml:lor sompleteel tho f1,1II year. 

6 (b) Earned compensation does not mean: 

7 (i) direct employer premium payments on behalf of members for health or dependent care expense 

8 accounts or any employer contribution for health, medical,.pharmaceutical, disability, life, vision, dental. 

9 or any other insurance; 

1 O (ii) any direct employer payment or reimbursement for professional membership dues; maintenance; 

11 housing; day care; or automobile. travel. lodging. or entertaining expenses; or any similar payment for any 

12 form of maintenance, allowance. or expenses; 

13 (iii) the imputed value of health, life. or disability insurance or any other fringe benefits; or 

14 (iv) any noncash benefit provided by an employer to or on behalf of an employee. 

15 (c) Earned compensation does not include lump-sum payments in respect to unused, accumulated 

16 sick or annual leave, excess leave balance payments, or bonuses or any sort of early retirement incentive 

17 or severance payment contingent upon the employee terminating employment. 

18 (d) Adding a direct employer-paid or noncash benefit to an employee's contract or subtracting the 

19 same or like amount as a pretax deduction is considered a fringe benefit and not earned compensation. 

20 +9+1Zl "Employer" means the state of Montana, the trustees of a district, or any other agency or 

21 subdivision of the state that employs a person who is designated a member of the retirement system. 

22 .µ.QJ.ifil "Full-time service" means service that is full-time and that extends over a normal academic 

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

24 of public instruction, any other state agency or institution, or the office of a county superintendent, full-time 

25 service means service that is full-time and that totals at least 9 months in any year. 

26 +.++tJ.fil "Member" means a person who has an individual account in the annuity savings fund. An 

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

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

29 ~11.Ql "Part-time service" means service that is less than full-time or that totals less than 9 

30 months in 8f\V a normal academic year. Part-time service must be credited in the proportion that the actual 
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time worked~ compares to full-time service. 

2 (131 "Pension" moans tho pa~1monts masa to a eanafisiar>,' for lifa that aro pais out of tho pension 

3 aooumulation fund. 

4 114) "Pension reserve" moans tho prosont value of all payments to so mads on aooount of a pension 

5 computed, with ro@ular interest, on tho tiasis of tho mortality taelos adoptod e~' tho retirement eoard. 

6 t+-f,}111.l "Prior service" means employment of the same nature as service defined in sutisection 120) 

7 but rendered before September 1, 193 7. 

8 t-1-etilll "Regular interest" means interest at 4% per annum a year compounded annually or at Stlffi 

9 OtRef 2 rate as may be set by the retirement board in accordance with 19-20-50112). 

10 t-l+H.1~ "Retirement allowance" means tho annuity plus ti=1o pension a payment due monthly to a 

11 person who has qualified for service or disability retirement or due to a beneficiary as provided in 

12 19-20-1001. 

13 µg.j.i.111 "Retirement board" or "board" means the retirement system's governing board provided 

14 for in 2-15-1010. 

15 µ.Q.J.ilfil "Retirement system" or "system" means the teachers' retirement system of the state of 

16 Montana provided for in 19-20-102. 

17 ~ilfil "Service" means the performance of instructional duties or related activities that would 

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

19 ( 17) "Termination" means that the member has severed the employment relationship with the 

20 member's employer and all, if any, payments due upon termination of employment, including but not limited 

21 to accrued sick and annual leave balances, have been paid to the member. 

22 (18) "Termination pay" means any form of termination pay made at the time of retirement or death; 

23 payments contingent on the employee terminating employment; any lump-sum payment for deferred 

24 compensation, sick leave, or accumulated vacation credit; or any other payment for time not worked other 

25 than compensation received while on sick leave or authorized leave of absence. 

26 (19) "Vested" means that a member has been credited with at least 5 full years of membership 

27 service upon which contributions have been made, as required by 19-20-602 and 19-20-605, and who has 

28 a right to a future retirement benefit." 

29 

30 Section 6. Section 19-20-104, MCA, is amended to read: 
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2 

3 

4 

5 

6 

7 

8 

"19-20-104. Guarantee by state. Regular interest charges payable, the creation and maintenance 

of reserves in the pension accumulation fund, and the maintenance of anmc1ity resop,os accumulated 

contributions in the annuity roseri·o savings fund, as provided for in this chapter, and the payment of all 

annuities, ponsiens retirement allowances, refunds, and other benefits granted under the retirement system 

are obligations of the state of Montana." 

Section 7. Section 19-20-208, MCA, is amended to read: 

"19-20-208. Duties of employer. Each employer shall: 

9 ( 1) pick up the contribution of each employed member 0R=1pl0y0EI tiv hiR1 Jt the rate prescribed by 

1 0 19-20-602 and transmit the contribution each month to the sesrotary executive director of the retirement 

11 board; 

1 2 (2) f}aV transmit to the sosrotarv executive director of the retirement board the employer's 

13 contribution prescribed by 19-20-605, at the time that the employee contributions are transmitted ¼-#te 

14 sesrotary; 

15 (3) keep records and, as required by the retirement board, furnish information to the board that is 

16 required in the discharge of the board's duties; 

17 (4) upon the employment of a person who is required to become a member of the retirement 

18 system, inform ~ the person of Ri!; the rights and obligations relating to the retirement system; 

19 (5) whenever applicable, inform an employee of Ri!; the right to elect to participate in the optional 

20 retirement program under Title 19, chapter 21; 

21 (6) at the request of the retirement board, certify the names of all persons who are eligible for 

22 membership or who are members of the retirement system; aH4 

23 (7) notify the retirement board of the employment of a person eligible for membership and forward 

24 Ri!; the person's membership application to the board~~ 

25 181 if the employer has converted to earned compensation amounts excluded from earned 

26 compensation, for each retiring member. certify to the board the amounts reported to the system in each 

27 of the 5 years preceding the member's retirement." 

Section 8. Section 19-20-305, MCA, is amended to read: 

28 

29 

30 "19-20-305. Alternate payees -- family law orders. ( 1) A participant in a retirement system may 
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have the participant's rights modified or recognized by a family law order. 

2 (2) For purposes of this section: 

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

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

5 (b) "family law order" means a certified copy of a judgment, decree, or order of a court e-f with 

6 competent jurisdiction under Title 40 concerning child support, parental support, spousal maintenance, or 

7 marital property rights that includes a transfer of all or a portion of a participant's payment rights in a 

8 retirement system to an 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 (4) A family law order may not require: 

15 (a) 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 tbat 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 (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 (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 survive 

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

4 (el 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 (7) A Gourt may not enter a family la•.-., order relating to aayments sy tt=ie system unless torms of 

10 tt=ie aroaoseEl orElor t=ia><o l:ioon aaaroveEl sy tt=io l=Joard EACH FAMILY LAW ORDER ESTABLISHING A FINAL 

11 OBLIGATION CONCERNING PAYMENTS BY THE RETIREMENT SYSTEM MUST CONTAIN A STATEMENT 

12 THAT THE ORDER IS SUBJECT TO REVIEW AND APPROVAL BY THE BOARD." 

Section 9. Section 19-20-409, MCA, is amended to read: 

13 

14 

15 "19-20-409. Transfer of service credits and contributions from public employees' retirement 

16 system. ( 1) An active member may at any time before retirement make a written election with the 

17 retirement board to qualify in the teachers' retirement system all of the member's previous creditable 

18 service in the public employees' retirement system. The amount that must be paid to the retirement system 

19 to qualify this service under this section is the sum of subsections (2) and (3). 

20 (2) In addition to tt=io amounts direstl·r paid or transferred by tt=ie meml:ier under subseGtion (31, the 

21 The public employees' retirement system shall transfer to the teachers' retirement system an amount equal 

22 to 72% of the amount payable by the member. 

23 (3) The member shall pay either directly or by transferring contributions on account with the public 

24 employees' retirement system an amount equal to the member's accumulated contributions at the time that 

25 active membership was terminated, plus accrued interest. Interest must be calculated from the date of 

26 termination until payment is received by the retirement system, based on the interest tables in use by the 

27 public employees' retirement system. 

28 (4) A member who qualifies service from the public employees' retirement system in the teachers' 

29 retirement system must complete 5 years of membership service in the teachers' retirement system to 

30 qualify or purchase military service, out-of-state teaching service, employment while on leave, and private 
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school employment. 

2 (5) The retirement board shall determine the service credits that may be transferred. 

3 16) If an active member who also has creditable service in the public employees' retirement system 

4 before becoming a member of the teachers' retirement system dies before qualifying this service in the 

5 teachers' retirement system and if the member's service credits from both systems, when combined, entitle 

6 the member's beneficiary to a death benefit, the payment of the death benefit is the liability of the teachers' 

7 retirement system. Before payment of the death benefit, the public employees' retirement board must 

8 transfer to the teachers' retirement system the contributions necessary to qualify this service in the 

9 teachers' retirement system as provided in subsections (2) and 13). 

10 (7) If the retirement board determines that an individual's membership was erroneously classified 

11 and reported to the public employees' retirement system, the member's accumulated contributions and 

12 service, together with employer contributions plus interest, must be transferred to the teachers' retirement 

13 system and any employee and employer contributions due as calculated in 19-20-602 and 19-20-605. 

14 

15 

16 

17 

18 

19 

respectively, are the liability of the employee and the employing entity where the error occurred, 

rBSflBGtivsly. For the period of time that the employer contributions are held by the public employees' 

retirement system, interest paid on employer contributions transferred under this subsection must be 

calculated at the short-term investment pool rate earned by the board of investments in the fiscal year 

preceding the transfer request." 

20 Section 10. Section 19-20-412, MCA, is amended to read: 

21 "19-20-412. Election to purchase additional service. (1) (a) Except as provided in subsection 13), 

22 a member with 5 years or more of creditable service may make a written election with the retirement board 

23 to purchase, for the purpose of calculating the member's retirement allowance, 1 year of additional service 

24 for: 

25 Ii) each 5 years of service on which contributions have been made as required under the provisions 

26 of 19-20-602; and 

27 Iii) each 5 years of membership service as defined in Title 19, chapter 3, for which contributions 

28 have been made as required under the provisions of 19-20-409. 

29 (b) A maximum of 5 years of additional service may be purchased under this section. A part-time 

30 member may purchase additional service on a prorated basis. 
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1 (2) (a) To purchase additional service under this section, a member shall contribute, in a lump-sum 

2 payment or in installments as agreed upon by the member and the retirement board, an amount equal to: 

3 (i) the combined employer and employee rate on July 1, 1989, or the combined rate in effect at 

4 the time the member is eligible to purchase the service, whichever date is later, multiplied by the member's 

5 earned compensation for full-time service as provided in subsection (2)(b); and 

6 (iii interest at a rate of 8% compounded annually from July 1, 1989, or from the date at which the 

7 member is eligible to purchase the service, whichever date is later. 

8 (b) The earned compensation used in calculating the cost of purchasing additional service under 

9 this section ·1s: 

1 O (ii for the first year of service purchased, the member's earned compensation for full-time service 

11 for the 1988-89 school year or for the member's fifth year of service, whichever year is later; 

12 (iii for the second year of service purchased, the member's earned compensation for full-time 

13 service for the 1988-89 school year or for the member's 10th year of service, whichever year is later; 

14 (iii) for the third year of service purchased, the member's earned compensation for full-time service 

15 for the 1988-89 school year or for the member's 15th year of service, whichever year is later; 

16 liv) for the fourth year of service purchased, the member's earned compensation for full-time 

17 service for the 1988-89 school year or for the member's 20th year of service, whichever year is later; and 

18 Iv) for the fifth year of service purchased, the member's earned compensation for full-time service 

19 for the 1988-89 school year or for the member's 25th year of service, whichever year is later. 

20 (31 A member who became a member prior to July 1, 1989, and who is eligible to purchase 

21 creditable service under 19-3-504, 19-3-510, 19-3-512, 19-3-513, 19-20-402, 19-20-403, 19-20-408, 

22 19-20-410, or 19-20-411 may not purchase additional service under this section unless the member elects 

23 in writing to: 

24 (a) waive eligibility to purchase creditable service under sections referred to in subsection (3); and 

25 (bl apply the accumulated contributions made under sections referred to in subsection (31 to the 

26 cost of additional service purchased under this section. 

27 (4) Additional service purchased under this section may not be used to qualify a member for service 

28 retirement." 

29 

30 Section 11. Section 19-20-503, MCA, is amended to read: 
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"19-20-503. Transfer of dormant sa•JiRgs aGG0YRt or unclaimed accounts. ill The retirement board 

2 may, in its discretion, transfer the amount in the annuity savings account of an inactive member to the 

3 pension accumulation fund if the account has been dormant for a period of 7 years. Ne 6 right of the 

4 member may not be jeopardized by St+-GR the transfer, and the amount &fl.al+ must be transferred back to the 

5 member's annuity savings account upon fli6 the member's request. 

6 (2) Retirement benefits must be claimed within 5 years of the date of the member's death. If the 

7 named beneficiary for the account or the heirs at law fail to claim and accept the benefits, the member's 

8 account balance reverts to the pension trust fund." 

9 

10 Section 12. Section 19-20-602, MCA, is amended to read: 

11 "19-20-602. Annuity savings fund -- member's contribution. The annuity savings fund is a fund 

1 2 in which the contributions for the members to provide for their annuities retirement allowance or benefits 

13 must be accumulated in individual accounts for each member. The normal contribution of each member is 

14 7.044% of the member's earned compensation. Contributions to and payments from the annuity savings 

15 fund must be made in the following manner: 

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

17 as amended and applicable on July 1, 1985, shall pick up and pay the contributions that would be payable 

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

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

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

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

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

23 (c) The member's contributions picked up by the employer must be payable from the same source 

24 as is used to pay compensation to the member and must be included in the member's earned compensation 

25 as defined in 19-20-101. The employer shall deduct from the member's compensation an amount equal to 

26 the amount of the member's contributions picked up by the employer and remit the total of the 

27 contributions to the retirement board. 

28 (d) The deductions must be made notwithstanding that the minimum compensation provided by 

29 law for a member may be reduced by the deductions. Each member is considered to consent to the 

30 deductions prescribed by this section, and payment of salary or compensation less the deductions is a 
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complete discharge of all claims for the services rendered by the member during the period covered by the 

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

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

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

5 contribution, an amount equal to accumulated contributions that the member has previously withdrawn, 

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

7 (3) The accumulated contributions of a member withdrawn by the member or paid to the member's 

8 estate or to the member's designated beneficiary in event of the member's death must be paid from the 

9 annuity savings fund. Upon the retirement of a member, the member's accumulated contributions must be 

1 O transferred from the annuity savings fund to the pension accumulation fund." 

11 

12 Section 13. Section 19-20-603, MCA, is amended to read: 

13 "19-20-603. Withdrawal of accumulated contributions --options. AflV An inactive member electing 

14 to do so or i1f!-1f 2 person whose membership terminates without a prospect or anticipation that the member 

15 will return to work for an employer within 60 days of termination may withdraw the member's or 13orson's 

16 accumulated contributions from the annuity aooo1,Jnt savings fund in the retirement system in accordance 

17 with the following provisions: 

18 (1) An inactive member under the provisions of 61,JlcJsootion (1) or (3) of 19-20-303(1) or (31 may 

19 elect, without right of revocation, to withdraw the member's accumulated contributions. If the member 

20 does not withdraw the accumulated contributions, the member remains an inactive member of the 

21 retirement system with the right to qualify for its benefits. 

22 12) Upon recovery from a disabling illness or separation from the armed forces, ilf\-lf 2 person 

23 qualifying as an inactive member under the provisions of 19-20-303(2) may withdraw the member's 

24 accumulated contributions unless the member returns to active membership. 

25 (3) Af\V ~ person whose membership terminates under the provisions of 19-20-304(4) may 

26 withdraw the person's accumulated contributions. 

27 (4) Upon written request, a terminating member may have the payment oft-Ra all or any portion 

28 of the member's accumulated contribution!: s13lit. Tho tal< Gofsrros fl0rtion of tho sontributions ffiay be 13aiG 

29 c:lirootly to an inc:livic:lual rotirornont asoount or other rolled over or transferred into another qualified plan 

30 designated by the member, anc:l tho other. The portion not rolled over or transferred must be paid directly 
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to the terminating member. The board shall provide forms for making the written request. The terminating 

2 member is responsible for correctly designating an account or plan eligible to receive the tax-deferred 

3 amount in order to continue the tax-deferred status of the amount." 

4 

5 · Section 14. Section 19-20-605, MCA, is amended to read: 

6 "19-20-605. Pension accumulati6n fund--employer's contribution. The pension accumulation fund 

7 is the fund in which the reserves for payment of f)ensions and anncJitios retirement allowances and benefits 

8 must be accumulated and from which fJORsions, anncJities, retirement allowances and benefits must be paid 

9 to or on assocJnt of tienefisiaries srodited with f)Fior servise retirees or their beneficiaries. Contributions to 

10 and payments from the pension accumulation fund must be made as follows: 

11 ( 1) Each employer shall pay into the pension accumulation fund an amount equal to 7.4 7 % of the 

12 earned compensation of each member employed during the whole or part of the preceding payroll period. 

13 (2) If the employer is a district or community college district, the trustees shall budget and pay for 

14 the employer's contribution under the provisions of 20-9-501. 

15 (3) If the employer is the superintendent of public instruction, a public institution of the state of 

16 Montana, a unit of the Montana university system, or the Montana state school for the deaf and blind, the 

17 legislature shall appropriate to the employer an adequate amount to allow the payment of the employer's 

18 contribution. 

19 (4) If the employer is a county, the county commissioners shall budget and pay for the employer's 

20 contribution in the manner provided by law for the adoption of a county budget and for payments under 

21 the budget. 

22 (5) All interest and other earnings realized on the money of the retirement system &i=laU must be 

23 credited to the pension accumulation fund, and the amount required to allow regular interest on the annuity 

24 savings fund &l=laU must be transferred to that fund from the pension accumulation fund. 

25 (6) All f)ensions, anncJities, and tienefits must ee f)aia frem the f)ension assurF1ulation funa. 

26 m The retirement board may, in its discretion, transfer from the pension accumulation fund an 

27 amount necessary to cover expenses of administration." 

Section 15. Section 19-20-702, MCA, is amended to read: 

28 

29 

30 "19-20-702. Optional allowances. ( 1) Until the first payment on account of any benefit becomes 
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normally due, any member may elect to receive one of the optional allowances described in subsection (2) 

2 in lieu of the normal form of retirement allowance, which is provided for in J3art !l el this shaJ)tor and 

3 19-20-902 and part 8 of this chapter. If a member dies within 30 days after retirement, the member's 

4 election to receive an optional allowance is void and the member's death will be considered as that of an 

5 active member. 

6 (2) An optional allowance is the actuarial equivalent of the member's service retirement or disability 

7 retirement allowance at the time of the member's retirement effective date and provides an allowance 

8 payable to the member throughout the member's lifetime and, upon the member's death, an allowance 

9 payable to the person that the member nominated by written designation, duly acknowledged and filed with 

1 O the retirement board at the time of the member's retirement, in accordance with one of the following 

11 options: 

12 (a) Option A--the optional allowance will be paid to the member throughout the member's lifetime 

13 and, upon the member's death, continue throughout the lifetime of the member's designated beneficiary. 

14 (b) Option B--the optional allowance will be paid to the member throughout the member's lifetime, 

15 and upon the member's death, one-half of the optional allowance will be continued throughout the lifetime 

16 of the member's designated beneficiary. 

17 (c) Option C--the optional allowance will be paid to the member throughout the member's lifetime, 

18 and upon the member's death, two-thirds of the optional allowance will be continued throughout the 

19 lifetime of the member's designated beneficiary. 

20 Id) G13tioR g seffio ether tionofit will tie 13aid either te tho FAOR'leor or tho ffieffieor's survivin!J 

21 dosi!Jnatad eaRafieiary iR asserdansa with previsions ai:ii:irovod by tho rotiroFRont eoard Period certain and 

22 life--a retirement allowance will be paid for a certain period of time or for the member's lifetime, whichever 

23 is greater. 

24 (i) The member shall elect one of the following certain time periods: 

25 (A) 10 years if the member is 75 years of age or younger at the time of retirement; or 

26 (Bl 20 years if the member is 65 years of age or younger at the time of retirement. 

27 

28 

29 

30 

(ii) At the time of retirement, the member shall file with the board a written nomination of 

beneficiaries to receive payments if the member dies before the end of the certain period elected. Unless 

limited by a family law order, the nominated beneficiary may be changed by the member at any time by 

filing with the board a written notice designating different beneficiaries. 
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13 

14 

15 

16 

17 

18 

19 

(3) (a) Upon written request to the retirement board, a retired member whose effective date of 

retirement is before October 1, 1993, and who is receiving an optional retirement allowance may designate 

a different beneficiary, select a different option, or convert the member's optional retirement allowance to 

a regular retirement or disability allowance if: 

(i) the original beneficiary has died; or 

(ii) the member has been divorced from the original beneficiary and the original beneficiary has not 

been granted the right to receive the optional retirement allowance as part of the divorce settlement. 

lb) Upon receipt of the request, the board shall actuarially adjust the member's monthly retirement 

or disability allowance to reflect the change. 

(4) Effective on the first of the month following reseiJlt ef netifisatien ef the death of a person 

nominated as the designated beneficiary under subsection~ (2)(a). (2)(b). or (2)(c). any optional retirement 

allowance that is effective after October 1, 1993, will revert to the full normal form of retirement allowance 

available at the time of retirement. The normal form of retirement allowance available must be increased 

by the value of any postretirement adjustments received by the member since the effective date of 

retirement. The retired member may, within 1 ilO says 18 MONTHS of the death of the designated 

beneficiary, file a written application with the board to designate a different beneficiary and to select an 

actuarially equivalent optional allowance. The optional allowance is effective on the first day of the month 

foliowing receipt of the retiree's application." 

20 Section 16. Section 19-20-703, MCA, is amended to read: 

21 "19-20-703. Payments to be monthly. ill All JlOAsiens ans ann1:1ities sAall retirement allowances 

22 must be paid in equal monthly installments. 

23 (2) The retirement allowance may commence: 

24 (a) no earlier than the first day of the month following the member's termination date or on the first 

25 day of the month following the date when the member first becomes eligible, whichever date is later; or 

26 (b) if requested by the inactive member in writing: 

27 (i) on the first day of a later month; or 

28 (ii) on the first day of the month following the member's 60th birthday." 

29 

30 Section 17. Section 19-20-706, MCA, is amended to read: 
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9 

10 

11 

12 

13 

14 

15 

"19-20-706. Exemption from taxation and legal process. Except as provided in 19-20-305, the 

pensiens, anm1iti0s, retirement allowances 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: 

(al 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) a 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 

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

Section 18. Section 19-20-711, MCA, is amended to read: 

"19-20-711. Eligibility for postretirement adjustment. ( 1) Except as provided in subsection (2), a 

16 r=ner=nber retiree or beneficiary is eligible to receive a postretirement adjustment as provided in 19-20-713 

17 if Jc.e the retiree is receiving a: 

18 (al service retirement allowance anel is 00 years ef age er eleler en er before dlclne 30 in the year 

19 tllat the postretiror=nent aeljYstr=nent is rnaele; or 

20 (bl disability or survivorship allowance. 

21 (2) A r=ner=nber retiree or beneficiary is ineligible to receive a postretirement adjustment under 

22 subsection ( 11 unless Jc.e the retiree or beneficiary has been receiving a monthly service, disability, or 

23 survivorship allowance for at least 24 consecutive months on or before June 30 in the year that the 

24 adjustment is made." 

25 

26 Section 19. Section 19-20-712, MCA, is amended to read: 

27 "19-20-712. Funding for postretirement adjustment -- reserve fund. ( 11 At the end of each fiscal 

28 year, the board shall determine the total investment income eaHleG minus unrealized gains or losses on the 

29 retirement fund for that fiscal year. From this amount, the board shall subtract the: 

30 (a) aetYarial arnoYnt reeiYireel to fynel the retirer=nent syster=n for the fiseal year amount equivalent 
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to the actuarially required investment yield; and 

2 (bl retirement system's administrative and investment expenses for the fiscal year. 

3 (2) (al From the remainder obtained in subsection ( 1), the board shall calculate the amount of 

4 investment income earned on that portion of the retirement fund balance representing retired members. 

5 (bl The board shall deposit the amount calculated in subsection (2)(al in a reserve fund. 

6 13) Subject to the restrictions contained in subsections (4) and (5), the board shall annually use 

7 90% of the amount in the reserve fund provided for in subsection (2)(b) to pay a postretirement adjustment 

8 to eligible FRSFRoers retirees or beneficiaries under 19-20-713. 

9 14) If the amount in the reserve fund is insufficient to provide an average monthly postretirement 

10 adjustment of at least $1 under 19-20-713, an adjustment may not be made in that calendar year. 

11 (5) The amount available for payment of the postretirement allowance is limited to an amount that 

1 2 would provide a percentage increase in the average service, disability, or survivorship allowance of all 

13 eligible FRSFRBers retirees, when combined with the postretirement adjustment, that is equal to or less than 

14 the percentage increase for the previous calendar year in the annual average consumer price index for urban 

15 wage earners and workers compiled by the bureau of labor statistics, United States department of labor, 

16 or its successor agency." 

17 

18 Section 20. Section 19-20-713, MCA, is amended to read: 

19 "19-20-713. Payment and amount of postretirement adjustment. I 1) Effective January 1 of each 

20 year that funds are available under 19-20-712, a meFRoer retiree or beneficiary eligible under 19-20-711 

21 shall receive a postretirement adjustment in the form of a monthly benefit payable for life. 

22 (2) The board shall calculate the amount of the postretirement allowance payable to an eligible 

23 FReFRoer retiree or beneficiary by: 

24 (al dividing the amount available under 19-20-712(3) for payment of the postretirement allowance 

25 by the total accumulated years of service for all eligible FReFRoers retirees and beneficiaries; 

26 (b) multiplying the quotient obtained in subsection (2)(a) by the FReFRoer's retiree's total years of 

27 service; 

28 (c) dividing the product obtained in subsection (2)(b) by a factor for calculating a monthly ann1:1it'( 

29 retirement allowance from actuarial tables adopted by the board; and 

30 (d) applying the provisions contained in subsections (3) and (4). 

~
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1 13) If a mombor retiree had elected to receive an optional retirement allowance, the amount of l:ii& 

2 the retiree's postretirement allowance must be adjusted by the appropriate optional factor. 

3 141 If more than one beneficiary is receiving a mornbor's retiree's retirement allowance, the 

4 postretirement adjustment must be divided in the same manner as the membor's retiree's retirement 

5 allowance." 

6 

7 Section 21. Section 19-20-715. MCA, is amended to read: 

8 "19-20-715. Compensation limit. jJl Compensation in excess of the limitations set forth in section 

9 401 (a)l 17) of the Internal Revenue Code must be disregarded for individuals who are not eligible employees. 

1 O The limitation on compensation for eligible employees mily not be less than the amount that was allowed 

11 to be taken into account under this chapter on July 1. 1993. For purposes of this section, an eligible 

12 employee is an individual who was a member in the retirement system prior to July 1, 1996. 

13 (21 In determining a member'_s retirement allowance under 19-20-802 or 19-20-804, the 

14 compensation reported in each year of the 3 years that make up the average final compensation may not 

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

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

17 provided by rule by the retirement board. 

18 131 Earned compensation in excess of the amount specified in subsection (2) is considered 

19 termination pay and must be included in the calculation of average final compensation as provided in 

20 [section 2]. " 

Section 22. Section 19-20-801, MCA, is amended to read: 

21 

22 

23 "19-20-801. Eligibility for &HperaRRHatioR service retirement. A member who has at least 5 full 

24 years of creditable service, whose last 5 years of creditable service were in this state, and who has attained 

25 the age of 60 or has been credited with iull-time or part-time service in 25 or more years may retire from 

26 service if He the member has terminated employment in all positions from which the member is eligible to 

27 retire and files with the retirement board l:ii& .<! written application setting forth the fact of His the member's 

28 retirement." 

29 

30 Section 23. Section 19-20-804, MCA, is amended to read: 
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"19-20-804. Allowance for supeFaRRuatioR service retirement. ( 1) Upon superannuation 

2 rotiroFRont, a termination, an eligible member &l=laU must receive a retirement allowance sonsisting of a 

3 pension whish, to13athar with an annuity, prouises a r0tiroFRent allowans0 equal to one-sixtieth of Ri5 the 

4 member's average final compensation, as limited by 19-20-715, multiplied by the sum of the number of 

5 years of creditable service, service transferred under 19-20-409, and additional service purchased under 

6 19-20-412. 

7 (2) APty- Except as provided in subsection {3), a retired member may be employed as a part-time 

8 or substitute teacher in Montana and may earn, without loss of retirement benefits, an amount not to 

9 exceed the greater of: 

10 (a) one-third of the sum of Ri5 the member's average final compensation plus normal annual salary 

11 increases for teaching personnel employed by the school district, state agency, political subdivision, or 

12 university unit that employed the member at the time of retirement; or 

13 (b) one-third of the median of the average final compensation for members retired during the 

14 preceding fiscal year as determined by the retirement board. 

15 (3) If an early-retired member under 19-20-802 is reemployed with the same employer within 30 

16 days from the member's effective date of retirement or if the early-retired member is guaranteed 

17 reemployment with the same employer, the member must be considered to have continued in the status 

18 of an active member and not to have separated from service. Any retirement allowance payments received 

19 by the member must be repaid to the system, together with interest, at the actuarially assumed rate, and 

20 the retirement allowance must be terminated." 

21 

22 Section 24. Section 19-20-902, MCA, is amended to read: 

23 "19-20-902. Allowance for disability retirement. ill Upon retirement for disability, a member must 

24 receive a disability retirement allowance equal to the greater of: 

25 +++il!l. one-sixtieth of the member's average final compensation multiplied by the sum of the number 

26 of years of creditable service, service transferred under 19-20-409, and additional service purchased under 

27 19-20-412, if the retireFRent allewanso 011000ss ono fourth of tho FROFR88F's a•~ora90 final sornponsation; 

28 or 

29 t2till a pension that, to9othor with tho moFReor' s annyity, pro¥isos a total rotiroFRont allowanso 

30 Ol!Yal to one-fourth of the member's average final compensation. 
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12) The earned compensation in the year of termination that is included in the calculation of average 

final 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 that the member would have received under the member's 

contract had the member completed the full year. Any termination pay received by the member is limited 

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

completed the full year." 

8 Section 25. Section 19-20-903, MCA, is amended to read: 

9 "19-20-903. Medical examination of disability retiree. ( 1) Once each year during the first 5 years 

1 O following the retirement of a member on a disability retirement allowance and once in every 3-year period 

11 thereafter, the retirement board may require ane, UflEIR the eanafisiary's aflfllioation, shall flBrmit a disability 

12 eenafisiary benefit recipient who has not yet attained the age of 60 to undergo a medical examination by 

13 a physician or physicians designated by the retirement board. The examination 6fla!+ must be made at the 

14 place of residence of the eanafioiaP( benefit recipient or other place mutually agreed upon. Based on the 

15 examination, the board shall determine whether the disabled member is unable. by reason of physical or 

16 mental incapacity, to perform the essential elements of the position held by the member when the member 

17 retired. If the board determines that the member is not incapacitated, the member's retirement benefit must 

18 be canceled. If the member disagrees with the board's determination. the member may request the board 

1 9 to reconsider its action. The request for reconsideration must be made in writing within 60 days after the 

20 receipt of the notice of the status change. 

21 (2) A member whose disability retirement benefit is canceled because the board has determined 

22 that the member is no longer incapacitated must be given preference by the member's former employer for 

23 the position held at the time of retirement or for a comparable position that becomes available within 1 year 

24 of cancellation of the disability retirement. The member may agree to accept an offer of employment by an 

25 employer. Employment in any capacity by an employer terminates any right granted by this section. The 

26 fact that the former employee was retired on disability may not preiudice any right to reinstatement to duty 

27 that the former employee may have or claim to have. This section does not affect any requirement for the 

28 former employee to meet or to be able to meet professional certification and licensing standards unrelated 

29 to the previous disability, otherwise necessary for reinstatement to duty. 

30 +-2+@ l.haule lf a disability eenefisiary benefit recipient who has not yet attained the age of 60 
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1 ~ refuses to submit to a medical examination as required in subsection (1 ), !=\is the recipient's 

2 allowance may be discontinued until !=\is withdrawal of ~ the refusal, ans shei,JIEl his.:......l!....§ refusal 

3 Gentin1,J9 continues for 1 year, all !=\is rights in and to l:!i& 2 disability pension may be revoked by the 

4 retirement board." 

Section 26. Section 19-20-904, MCA, is amended to read: 

5 

6 

7 "19-20-904. Adjustment of allowance.µ+.# (1) (a) Except as provided by subsection (1)(b), if 

8 a retiree receiving a disability benefieiari,' retirement allowance is engaged in or is able to engage in a gainful 

9 occupation paying more than the difference between the 13enefiGiary's retiree's retirement allowance and 

10 the 13enefisiary's retiree's average final compensation or the difference between the median salary of those 

11 members retired during the preceding fiscal year and the benefisiary's retiree's retirement allowance, 

12 whichever is greater, the retirement allowance must be reduced to an amount that, together with the 

13 amount earnable by the benefisiary retiree, is equal to the benefieiary's retiree's average final compensation 

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

15 (b) If a disabled retiree is reemployed with the same employer within 30 days from the member's 

16 effective date of retirement or if the retired member is guaranteed reemployment with the same employer, 

17 the member must be considered to have continued in the status of an active member and not to have 

18 separated from service. Any retirement allowance payments received by the member must be repaid to 

19 the system, together with interest. at the actuarially assumed rate, and the retirement benefit must be 

20 terminated. 

21 (2) If the benefisiary's disabled retiree's earning capacity is changed later, the benofisiar>,r's 

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

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

24 retiree, equals the benefieiar~•'s retiree's average final compensation. 

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

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

2 7 recipient. 

28 (4) l\ benefo;iary restereEl ts astive servise at a salary less than the a•,era!je final sern13ensatien 

29 l,lJlSn the basis sf whish the 13enefisiary was retired may not beserne a FAernber sf the retirement s•rsteFA 

30 while reseivins a reEll,JsoEl benefit." 
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1 Section 27. Section 19-20-905, MCA, is amended to read: 

2 "19-20-905. Cancellation of allowance and restoration of membership. ( 1) If a Elisaeility eonoficiary 

3 ~nser a§B eQ is restores to active sorviso at a soni13onsation not loss than his avera130 final com13ensation, 

4 hls disabled retiree is employed full-time in a capacity that would otherwise meet the eligibility requirements 

5 of active membership, as provided under 19-20-302. the retiree's retirement allowance &!=!all must cease 

6 aM-J:ie. If the retiree is employed by an employer covered under this chapter. the retiree shall again become 

7 an active member of the retirement system. Any prior service certificate on the basis of which hls the 

8 member's service was computed at the time of hls the member's disability retirement &!=!all !llid.§! be restored 

9 to full force, and upon hls the member's subsequent retirement, he shall the member must be credited with 

1 O St1GR the prior service and all hls subsequent service as a member. 

11 (2) If M the member is restored to active service membership on or after the attainment of the age 

12 of 55 years, his 13ension the member's retirement allowance upon subsequent retirement may not exceed 

13 the fc}Onsion retirement allowance that M the member would have received had M the member remained 

14 in service during the period of hls the member's previous retirement or the sum of the 130nsion which he 

15 retirement allowance that the member was receiving immediately prior to hls the member's last restoration 

16 to service and the fc}Bnsion retirement allowance that M the member would have received on account of 

17 hls the member's service since hls the member's last restoration had M the member entered service at that 

18 time as a new member." 

Section 28. Section 19-20-1001, MCA, is amended to read: 

19 

20 

21 "19-20-1001. Allowances for death of member. (1) If a member dies before retirement, hls the 

22 member's accumulated contributions &!=!all must be paid to hls the member's estate or 6tlGR to a person as 

23 M the member may have nominated by a written designation in a manner prescribed by the board and filed 

24 with the retirement board prior to hls the member's death in tho nianner 13rossribe1f by tho boars. 

25 (2) (a) In lieu of benefits provided for in subsection (1 ), if the deceased member qualified by reason 

26 of service for a retirement benefit, the nominated beneficiary nol'l'linatos b•( tho Eleoeasos l'l'IBAlber may elect 

27 to receive a n::ionthly life ann~ity retirement allowance. Tho nienthly life ann~ity shall retirement allowance 

28 must be determined as prescribed in 19-20-804( 1) and section 5, Chapter 549, Laws of 1981 , in the same 

29 manner as if the member elected option A provided for in 19-20-702(2)(a). 

30 (b) In the event that payments made to an anmiitant a recipient do not equal the amount of the 
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member's accumulated contributions 13riar ta before the annuitant's member's death, the difference 

2 between the total annfclit>{ retirement allowance payments made and the amount of the accumulated 

3 contributions~ at the time of the member's death must be paid to the beneficiary. 

4 (3) If the deceased member had 5 or more years of creditable service and was an active member 

5 in the state of Montana within 1 year 13rier ta t:iis before the member's death, a lump-sum death benefit of 

6 $500 is payable torus the member's designated beneficiary. 

7 (4) If a deceased member had 5 or more years of creditable service and was an active member in 

8 the state of Montana within 1 year prior torus the member's death, the sum of $200 J:}6f .e month sRall 

9 must be paid to each minor child of the deceased member until ~ the child reaches t:iis 18tt:i birtt:iEla~' 

1 0 1 8 years of age." 

Section 29. Section 19-20-1002, MCA, is amended to read: 

11 

12 

13 "19-20-1002. Payments upon death of retiree. (1) In the event of the death of a member after 

14 retirement. a death benefit of $500 is payable to rus the designated beneficiary. 

15 (2) In the event that payments made to an anmiitant a benefit recipient do not equal the amount 

16 of the member's accumulated contributions 13riar ta before the annfclitant's Eleath member's retirement, the 

1 7 difference between the total retirement allowance paid and the amount of the accumulated contributions 

18 ~ must be paid to the beneficiary. 

19 (3) If a deceased member had 5 or more years of creditable service and was retired at the time of 

20 rus death, the sum of $200 J:}6f 1!. month~ must be paid to each minor child of the deceased member 

21 retiree until ~ the child reaches t:iis 18th sirtt:J1fo1· 18 years of age." 

22 

23 NEW SECTION. Section 30. Codification instruction. (1) [Section 1J is intended to be codified as 

24 an integral part of Title 19, chapter 20, part 8, and the provisions of Title 19, chapter 20, part 8, apply to 

25 [section 1 ]. 

26 (2) [Sections 2 and 4] are intended to be codified as an integral part of Title 19, chapter 20, part 

27 7, and the provisions of Title 19, chapter 20, part 7, apply to [sections 2 and 4]. 

28 (3) [Section 3] is intended to be codified as an integral part of Title 19, chapter 20, part 1, and the 

29 provisions of Title 19, chapter 20, part 1, apply to [section 3]. 

30 
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NEW SECTION. Section 31. Coordination instruction. If _Bill No. __ [LC 0553] is passed and 

2 approved and if it includes sections that amend 19-20-711 through 19-20-713, then [sections 18 through 

3 20 of this act], amending 19-20-711 through 19-20-713, are void. 

4 

5 NEW SECTION. Section 32. Retroactive applicability. [Section 91 applies retroactively, within the 

6 meaning of 1-2-109, to all occurrences on or after January 1, 1995. 

7 

8 

9 

NEW SECTION. Section 33. Effective date. [This act! is effective on passage and approval. 

-END-
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HOUSE BILL NO. 134 

2 INTRODUCED BY J. JOHNSON, HARRINGTON, SQUIRES, HERTEL, BARTLETT, LYNCH, CHRISTIAENS 

3 BY REQUEST OF THE TEACHERS' RETIREMENT BOARD 

4 

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

6 TEACHERS' RETIREMENT SYSTEM; DEFINING "TERMINATION", "TERMINATION PAY", AND 'VESTED"; 

7 PROVIDING TERMINATION PAY OPTIONS; CLARIFYING THAT TEACHERS' RETIREMENT SYSTEM 

8 PROVISIONS MUST COMPLY WITH FEDERAL TAX LAWS REGARDING QUALIFIED PLAN STATUS; 

9 CLARIFYING THE DISTRIBUTION OF BENEFITS TO BENEFICIARIES; CLARIFYING CERTAIN DEFINITIONS; 

10 CLARIFYING DEFINITIONS RELATED TO COMPENSATION USED TO DETERMINE BENEFITS; CLARIFYING 

11 THAT FAMILY LAW ORDERS AFFECTING DISTRIBUTION OF BENEFITS MAY MOT QIS rnn~eb) U~JbrnS 

12 o FlFlJ;.iOVebl MUST CONTAIN A STATEMENT THAT THE ORDER IS SUBJECT TO REVIEW AND APPROVAL 

13 BY THE TEACHERS' RETIREMENT BOARD; GENERALLY REVISING LANGUAGE REFERRING TO ANNUITIES; 

14 REVISING PROVISIONS RELATED TO THE TRANSFER OF SERVICE FROM THE PUBLIC EMPLOYEES' 

15 RETIREMENT SYSTEM; CLARIFYING CERTAIN SERVICE PROVISIONS; CLARIFYING DISPOSITION OF 

16 UNCLAIMED ACCOUNTS; REVISING CERTAIN WITHDRAWAL AND OPTIONAL ALLOWANCE PROVISIONS; 

17 REVISING PAYMENT COMMENCEMENT PROVISIONS; REVISING CERTAIN DISABILITY RETIREMENT AND 

18 REINSTATEMENT FROM DISABILITY PROVISIONS; CLARIFYING POSTRETIREMENT PROVISIONS; 

19 AMENDING SECTIONS 19-20-101, 19-20-104, 19-20-208, 19-20-305, 19-20-409, 19-20-412, 19-20-503, 

20 19-20-602, 19-20-603, 19-20-605, 19-20-702, 19-20-703, 19-20-706, 19-20-711, 19-20-712, 

21 19-20-713, 19-20-715, 19-20-801, 19-20-804, 19-20-902, 19-20-903, 19-20-904, 19-20-905,. 

22 19-20-1001, AND 19-20-1002, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 

23 RETROACTIVE APPLICABILITY DATE." 

24 

25 STATEMENT OF INTENT 

26 A statement of intent is required for this bill because [section 31 gives the teachers' retirement 

27 board authority to adopt administrative rules. 

28 The legislature finds that it is beneficial to maintain the teachers' retirement system as a qualified 

29 plan under Internal Revenue Code regulations. Therefore, it is the intent of the legislature that statutory 

30 provisions governing the teachers' retirement system be subject to federal tax law applicable to public 
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retirement plans. The legislature intends that the board make rules useful and necessary to ensure 

2 compliance with federal law and necessary to maintain a federal tax qualified plan status. 

3 

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

5 

6 NEW SECTION. Section 1. Earned compensation •· part-time service. The earned compensation 

7 of a member who retired under 19-20-802 or 19-20-804 and had less than 3 consecutive years of full-time 

8 service during the 5 years preceding the member's retirement is the compensation that the member would 

9 have earned in the final 3 years had the member's part-time service been full-time service. To determine 

1 O the compensation that the member would have earned, the compensation reported must be divided by the 

11 part-time service credited to the member's account. 

12 

13 NEW SECTION. Section 2. Termination pay. If a member receives termination pay at the time of 

14 termination and elects to retire at that time, the member shall select one of the following options: 

15 111 The member may use termination pay in the calculation of the member's average final 

16 compensation. The member and the employer shall pay contributions to the retirement system as 

17 determined by the board to adequately compensate the system for the additional retirement benefit. The 

18 contributions must be made at the time of termination. 

19 121 The member may use a yearly amount of termination pay added to each of the 3 consecutive 

20 years' salary used in the calculation of the member's average final compensation. To determine the amount 

21 of termination pay used in the calculation of average final compensation, termination pay must be divided 

22 by the total number of years of creditable service to determine a yearly amount. The member and the 

23 employer shall pay contributions on the termination pay according to the rates provided for in 19-20-602 

24 and 19-20-60511 ). 

25 131 The member may exclude the termination pay from the average final compensation. A 

26 contribution is not required of either the member or the employer, and any contributions made under 

27 19-20-602 and 19-20-605 must be refunded. 

28 

29 NEW SECTION. Section 3. Retaining qualified plan status •· board rulemaking authority. If a 

30 provision in this chapter conflicts with a qualification requirement in section 401 of the Internal Revenue 
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Code applicable to public retirement systems and consequent federal administrative regulations, the 

2 provision is either ineffective or must be interpreted to conform to the federal qualification requirements 

3 and allow the system to retain tax-deferred status. The board may adopt rules to implement this section. 

4 

5 NEW SECTION. Section 4. Effect of no designation or no surviving beneficiary. (1) If a beneficiary 

6 is not designated or if no designated beneficiary survives the payment recipient, the estate of the payment 

7 recipient is the beneficiary and is entitled to any lump-sum payment or retirement benefit accrued but not 

8 received prior to the death of the payment recipient. If the estate would not be probated but for the amount 

9 due from the retirement system, all of the amount due must be paid directly, without probate, to the 

1 O surviving next of kin of the deceased or to the guardians of the survivor's estate, share and share alike. 

11 12) Payment must be made in the same order in which the following groups are listed: 

1 2 

13 

14 

15 

16 

17 

(a) 

(b) 

(cl 

(d) 

(e) 

(f) 

husband or wife; 

children; 

father and mother; 

grandchildren; 

brothers and sisters; or 

nieces and nephews. 

18 (3) A payment may not be made to a person included in any of the groups listed in subsection 12) 

19 if at the date of payment there is a living person in any of the groups preceding the group of which the 

20 person is a member, as listed. Payment must be made upon receipt from the person of an affidavit, upon 

21 a form supplied by the system, that there are no living individuals in the groups preceding the group of 

22 which the person is a member and that the estate of the deceased will not be probated. 

23 (4) The payment must be in full and complete discharge and acquittance of the board and system 

24 on account of the member's or payment recipient's death. 

25 

26 Section 5. Section 19-20-101, MCA, is amended to read: 

27 "19-20-101. Definitions. As used in this chapter, unless the context clearly indicates otherwise, 

28 the following definitions apply: 

29 (1) "Accumulated contributions" means the sum of all the amounts deducted from the 

30 compensation of a member or paid by a member and credited to the member's individual account in the 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

1 5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

annuity savings fund, together with interest. Regular interest 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) "Annuit>(' r=naans the payr=nants r=nado ts a bonofioiary for life that aro dori•;od fror=n a r=nambar's 

aooumulatoa oontributions. 

{4) "Annuity rosorvo" r=noans the present 11alue of all pa;•r=nents to bo r=naao on aoooeint of a 

meml3er's annuity oar=nputes, "'ith re€Jular interest, on tho 13asis of tho mortalil'( tal3Ios aaoptod 13y the 

retirement 13oara. 

~ "Average final compensation" means the average of #le a member's earned compensation 

of a mom13er during the 3 consecutive years of full-time service or as provided under [section 1 j that yield 

the highest average and on which contributions have been made as required by 19-20-602 or 19-20-413. 

If amounts defined in subsection (61{b) have been converted by an employer to earned compensation for 

all members and have been continuously reported as earned compensation in a like amount for at least the 

5 fiscal years preceding the member's retirement, the amounts may be included in the calculation of 

average final compensation. If amounts defined in subsection (6)(b) have been reported as earned 

compensation for less than 5 fiscal years or if the member has been given the option to have amounts 

reported as earned compensation, any amounts reported in the 3-year period that constitute average final 

compensation must be included in average final compensation as provided under [section 2(2) J. 

(bl In detorminin!l a meml3er's retirement allowanoo unaer 1 Q 20 go2 ar 1 Q 20 go4, tho 

oor=nponsatian for oaoh year ef the 3 years that make up the a¥era€je final oornponsatien ma;• not be §roater 

than 110% of the pro\•ious year's oornponsation insluaea in the salsulation of a\•ora!Jo final oornpensation 

or tho oarnos sornponsation roportoa to tho retirement systom, whiohe¥or is less, oxoopt as prou1aod 13y 

rnle 13y the retirement 13oard. 

(ol ~arnos sarnpensation in exsess of the ameunt speoified in sueseotian {61113} is oansisoros 

torr=ninatian pay as provided in subseotion (6){a). 

(di If tho earned oernponsatien inoleides any terr=ninatien pay, the mer=neer shall seleot one ef the 

followin!'J options: 

{ii eise tho total termination pa•( in tho oaloulation of the a•,ara§o final oarnponsation. Tl:ie momeor 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

16 

1 7 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

and ths 0mplo',1Br shall pa',' sontritnitions to ths rstiremont system as are det0rn1in0d b'!' tho board to 

adequately c0mpensat0 the system for the additional rotir0m0nt benefit. The 00ntribut1ons must be mado 

at tho time the t0rminati0n pa 1,i is roc0i 1iod. 

Hi; use a ',1early amount of termination pay added to sash of the 3 oonsecuti•;o years' salary ><sod 

in tho saloulation of tho avora§o final somponsation if tho member has 1 or moro •;oars of sor.,ioo "'Ith tho 

employer tram whioh tho termination pay was reooi 11 0EI, The amount of oomponsation usod in the 

oaloulation of a.iora§e final GOl'l'lponsation must be diviEleEI by the total number of i,rears of Gr0Elitabl0 sorvise 

to determine a yoarl•y an,ount, Tho n,on,sor anEI tho en,pleyer shall pav son<risutions on the torm1nation pay 

asserElin§ ta the rates pro.iideEI fer in 1 Q :10 6Q2{1) anEI 1 Q 2Q 6Qel1 ). 

liiil 01<sluEl0 the torminatien pay tram the avora§e final sompensatien. No oontribution is requireEI 

of either the 0A1ployor or n,en,bor, anEI sentrisldtions maEle unEler 1 Q 2G 6Q2 and 1 Q 2Q eOe must be 

refldnded. 

le) ~er p1,1rposos sf this subsostion lei, termination pay insluEles any form of termination pa,,, or 

an,,, lun,p sun, payn,ent for deferred sen,pensatien, sisl< leave, or assumulatod vasation srodit, or any other 

J;1ayA1ont for tin,o not workoEI other than son,ponsation roooi110E1 while on siok loauo or authorized loa.io of 

absonso. 

~Ml "Beneficiary" means a person in reoeipt of a pension, annuit•,i, rotirement allo 111anoo, or other 

benefit pro•,1E10EI by the rotiren,ont system formally designated by a member, retiree, or benefit recipient to 

receive a retirement allowance or payment upon the death of the member, retiree, or benefit recipient. 

++Hfil "Creditable service" is that service defined by 19-20-401. 

AA1fil...Jfil "Earned compensation" means, except as limited by 19-20-71 5, remuneration, exclusive 

of maintenance, allowance, and expenses, paid for services by a member out of funds controlled by an 

employer, as e8*ineel unElor this oh apter, before any ta11 eeforroe pretax deductions allowed under the 

Internal Revenue Code are deducted from the member's compensation, e11olusi11e of Alaintonanoo, 

allewanoos, and 01,pensec. Tho oarnoe sol'l'lpensatioA is FBRlldAoration that wolllel ha110 been pa1EI to a 

l'l'IOl'l'IBor for full time ser11ice Bllt •,;ac ABt paie to tho R10R1Bor booauco of a roElustion iA sen,ponsation, pay, 

or salary Ellie to a toF!lpoFarv absenoe, provieoEI that tho retirement system reooi,1os tho oontriblltion 

ro{luired by 1 Q 2G 4 13, Tho earnoel oemponsatioA of a meA1beF ,,.,ho ha El lees th a A 3 oonsooutivo years at 

fldll tin,o sor>1ise EluriAg thee yoarc preseElin§ tho n,on,ber's retiFemont is tho son,poAsation, pa',', or salary 

that tho R1eR1ber 11r0uld ha11e earned had tho n,on,boF's part time soF¥iso booA fldll time sor11ise Tho earned 
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soFR13oncation of a FRoFRsor wRO is awareleel a Elisasility ratiraFRant allowansa 13rior to the 00FR13letion of a 

2 full year ic tRB 00FR13encation, 13av, or calarv that tRa m0ms0r woi.ld RaYa rsoaivael Rael tRa member 

3 oom13l0t0el tRa ti.II vear, 01rno13t tRat anv tarFRination 13av, as elafinael in subseotian 10Hel, reoeiYeEl tiv tRs 

4 moFRBBr is limiteEI to tRe amount aowallv 13aiEI anEI is not tRe amoi.nt tRat tRB momsor woi.ld Ra','B earned 

5 Rad tRe meR1b0r oom13leteEI tRo fi.11 vear. 

6 lb) Earned compensation does not mean: 

7 Iii direct employer premium payments on behalf of members for health or dependent care expense 

8 accounts or any employer contribution for health, medical, pharmaceutical, disability, life, vision, dental, 

9 or any other insurance; 

1 O .(ii} any direct employer payment or reimbursement for professional membership dues; maintenance; 

11 housing; day care; or automobile, travel, lodging, or entertaining expenses; or any similar payment for any 

12 form of maintenance, allowance, or expenses; 

13 {iii} the imputed value of health, life. or disability insurance or any other fringe benefits; or 

14 {ivl any noncash benefit provided by an employer to or on behalf of an employee. 

15 {c) Earned compensation does not include lump-sum payments in respect to unused, accumulated 

16 sick or annual leave, excess leave balance payments, or bonuses or any sort of early retirement incentive 

17 or severance payment contingent upon the employee terminating employment. 

18 ldl Adding a direct employer-paid or noncash benefit to an employee's contract or subtracting the 

19 same or like amount as a pretax deduction is considered a fringe benefit and not earned compensation. 

20 ¼ll-J.Zl. "Employer" means the state of Montana., the trustees of a district, or any other agency or 

21 subdivision of the state that employs a person who is designated a member of the retirement system. 

22 t-+Gtifil "Full-time service" means service that is full-time and that extends over a normal academic 

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

24 of public instruction, any other state agency or institution, or the office of a county superintendent, full-time 

25 service means service that is full-time and that totals at least 9 months in any year. 

26 ++++J.fil "Member" means a person who has an individual account in the annuity savings fund. An 

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

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

29 ~J..1.QJ_ "Part-time service" means service that is less than full-time or that totals less than 9 

30 months in af1¥ a normal academic year. Part-time service must be credited in the proportion that the actual 
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time worked aeaf6 compares to full-time service. 

2 I 131 "Pension" moans tho pa~1monts made to a bonefisiary for life that are paid out of the pension 

3 assumulation fund. 

4 11 ~ I "Pension r0SBr>,0" moans tho present ·,•aluo of all paymonts to be maso on assount of a pension 

5 sompietos, 111ith FB§ular intorest, on tho easis of tho mortality tabl1Js asoptos by tho rotiroR'lsnt soars. 

6 +-™illl "Prior service" means employment of the same nature as service sefinos in subsection 120) 

7 but rendered before September 1, 1937. 

8 .f-+.e.l.@ "Regular interest" means interest at 4% per annum a year compounded annually or at~ 

9 ~ ~ rate as may be set by the retirement board in accordance with 19-20-501 (21. 

10 t-l-+H.lfil "Retirement allowance" means the annieity plus the pensien a payment due monthly to a 

11 person who has qualified for service or disability retirement or due to a beneficiary as provided in 

12 19-20-1001, 

13 µgj.il.1J. "Retirement board" or "board" means the retirement system's governing board provided 

14 for in 2-15-1010. 

15 ~il.fil "Retirement system" or "system" means the teachers' retirement system of the state of 

16 Montana provided for in 19-20-102. 

17 +2-0).J..1.fil "Service" means the performance of instructional duties or related activities that would 

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

19 ( 17) "Termination" means that the member has severed the employment relationship with the 

20 member's employer and all, if any, payments due upon termination of employment. including but not limited 

21 to accrued sick and annual leave balances. have been paid to the member. 

22 118) "Termination pay" means any form of termination pay made at the time of retirement or death; 

23 payments contingent on the employee terminating employment: any lump-sum payment for deferred 

24 compensation, sick leave. or accumulated vacation credit; or any other payment for time not worked other 

25 than compensation received while on sick leave or authorized leave of absence. 

26 (19) "Vested" means that a member has been credited with at least 5 full years of membership 

27 service upon which contributions have been made, as required by 19-20-602 and 19-20-605, and who has 

28 a right to a future retirement benefit." 

29 

30 Section 6. Section 19-20-104, MCA, is amended to read: 
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2 

3 

4 

5 

6 

7 

8 

"19-20-104. Guarantee by state. Regular interest charges payable, the creation and maintenance 

of reserves in the pension accumulation fund, and the maintenance of ann.iity rosar,,os accumulated 

contributions in the annuity rosar><e savings fund, as provided for in this chapter, and the payment of all 

ann.ii!ios, 13onsions retirement allowances, refunds, and other benefits granted under the retirement system 

are obligations of the state of Montana." 

Section 7. Section 19-20-208, MCA, is amended to read: 

"19-20-208. Duties of employer. Each employer shall: 

9 ( 1) pick up the contribution of each employed member OA'lployoEI e~· hiFn at the rate prescribed by 

1 0 19-20-602 and transmit the contribution each month to the sosretary executive director of the retirement 

11 board; 

12 12) l'li:IV transmit to the sosrotary executive director of the retirement board the employer's 

13 contribution prescribed by 19-20-605, at the time that the employee contributions are transmitted ~ 

14 S8SF9lary; 

15 (3) keep records and, as required by the retirement board, furnish information to the board that is 

16 required in the discharge of the board's duties; 

17 14) upon the employment of a person who is required to become a member of the retirement 

18 system, inform Rif'A the person of Hi& the rights and obligations relating to the retirement system; 

19 (5) whenever applicable, inform an employee of Hi& the right to elect to participate in the optional 

20 retirement program under Title 19, chapter 21; 

21 16) at the request of the retirement board, certify the names of all persons who are eligible for 

22 membership or who are members of the retirement system; afl4 

23 (7) notify the retirement board of the employment of a person eligible-for membership and forward 

24 Hi& the person's membership application to the boardT~ 

25 

26 

27 

28 

29 

30 

(8) if the employer has converted to earned compensation amounts excluded from earned 

compensation, for each retiring member, certify to the board the amounts reported to the system in each 

of the 5 years preceding the member's retirement." 

Section 8. Section 19-20-305, MCA, is amended to read: 

"19-20-305. Alternate payees -- family law orders. ( 11 A participant in a retirement system may 
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have the participant's rights modified or recognized by a family law order. 

2 (21 For purposes of this section: 

3 la) "participant" means a member, retiree, or an actual or potential beneficiary, survivor, or 

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

5 (bl "family law order" means a certified copy of a judgment, decree, or order of a court~ with 

6 competent jurisdiction unser Title 40 concerning child support, parental support, spousal maintenance, or 

7 marital property rights that includes a transfer of all or a portion of a participant's payment rights in a 

8 retirement system to an alternate payee ·1n 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 (4) A family law order may not require: 

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

16 appropriate retirement system; or 

1 7 (b) an amount or duration of payment greater than tbat 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 (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 

2 8 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 survive 

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

4 (el 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. 

6 161 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 17) A ooc1rt R1av not ontor a faR7ilv law order relating to aa~'R70nts b1,' tho systoR7 c1nloss torR1s of 

10 tho aroeosod ardor have boon aaaro 110d b~c tho beard EACH FAMILY LAW ORDER ESTABLISHING A FINAL 

11 OBLIGATION CONCERNING PAYMENTS BY THE RETIREMENT SYSTEM MUST CONTAIN A STATEMENT 

12 THAT THE ORDER IS SUBJECT TO REVIEW AND APPROVAL BY THE BOARD." 

13 

Section 9. Section 19-20-409, MCA, is amended to read: 14 

1 5 "19-20-409. Transfer of service credits and contributions from public employees' retirement 

16 system. 111 An active member may at any time before retirement make a written election with the 

17 retirement board to qualify in the teachers' retirement system all of the member's previous creditable 

18 service in the public employees' retirement system. The amount that must be paid to the retirement system 

19 to qualify this service under this section is the sum of subsections (2) and (3). 

20 (2) In additian te tho aR1ec1nts dirostl•,· 11aid or transforroEl ii¥ tho R10R1ilor c1nElor sc1ilsostion (al, tho 

21 The public employees' retirement system shall transfer to the teachers' retirement system an amount equal 

22 to 72% of the amount payable by tho member. 

23 13) The member shall pay either directly or by transferring contributions on account with the public 

24 employees' retirement system an amount equal to the member's accumulated contributions at the time that 

25 active membership was terminated, plus accrued interest. Interest must be calculated from the date of 

26 termination until payment is received by the retirement system, based on the interest tables in use by the 

27 public employees' retirement system. 

28 141 A member who qualifies service from the public employees' retirement system in the teachers' 

29 retirement system must complete 5 years of membership service in the teachers' retirement system to 

30 qualify or purchase military service, out-of-state teaching service, employment while on leave, and private 
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school employment. 

2 151 The retirement board shall determine the service credits that may be transferred. 

3 (61 If an active member who also has creditable service in the public employees' retirement system 

4 before becoming a member of the teachers' retirement system dies before qualifying this service in the 

5 teachers' retirement system and if the member's service credits from both systems, when combined, entitle 

6 the member's beneficiary to a death benefit, the payment of the death benefit is the liability of the teachers' 

7 retirement system. Before payment of the death benefit, the public employees' retirement board must 

8 transfer to the teachers' retirement system the contributions necessary to qualify this service in the 

9 teachers' retirement system as provided in subsections (2) and 13). 

1 0 (7) If the retirement board determines that an individual's membership was erroneously classified 

11 and reported to the public employees' retirement system, the member's accumulated contributions and 

12 service, together with employer contributions plus interest, must be transferred to the teachers' retirement 

13 system and any employee and employer contributions due as calculated in 19-20-602 and 19-20-605L 

14 

1 5 

16 

17 

18 

19 

respectively, are the liability of the employee and the employing entity where the error occurredT 

resJ:JBGtively. For the period of time that the employer contributions are held by the public employees' 

retirement system, interest paid on employer contributions transferred under this subsection must be 

calculated at the short-term investment pool rate earned by the board of investments in the fiscal year 

preceding the transfer request." 

20 Section 10. Section 19-20-412, MCA, is amended to read: 

21 "19-20-412. Election to purchase additional service. ( 1) (a) Except as provided in subsection 13), 

22 a member with 5 years or more of creditable service may make a written election with the retirement board 

23 to purchase, for the purpose of calculating the member's retirement allowance, 1 year of additional service 

24 for: 

25 rn each 5 years of service on which contributions have been made as required under the provisions 

26 of 19-20-602; and 

27 (ii) each 5 years of membership service as defined in Title 19, chapter 3, for which contributions 

28 have been made as required under the provisions of 19-20-409. 

29 (b) A maximum of 5 years of additional service may be purchased under this section. A part-time 

30 member may purchase additional service on a prorated basis. 
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(2) (a) To purchase additional service under this section, a member shall contribute, in a lump-sum 

2 payment or in installments as agreed upon by the member and the retirement board, an amount equal to: 

3 Ii) the combined employer and employee rate on July 1, 1989, or the combined rate in effect at 

4 the time the member is eligible to purchase the service, whichever date is later, multiplied by the member's 

5 earned compensation for full-time service as provided in subsection I2IIb); and 

6 (ii) interest at a rate of 8 % compounded annually from July 1, 1989, or from the date at which the 

7 member is eligible to purchase the service, whichever date is later. 

8 lb) The earned compensation used in calculating the cost of purchasing additional service under 

9 this section is: 

1 O (i) for the first year of service purchased, the member's earned compensation for full-time service 

11 for the 1988-89 school year or for the member's fifth year of service, whichever year is later; 

12 Iii) for the second year of service purchased, the member's earned compensation for full-time 

13 service for the 1988-89 school year or for the member's 10th year of service, whichever year is later; 

14 (iii) for the third year of service purchased, the member's earned compensation for full-time service 

15 for the 1988-89 school year or for the member's 15th year of service, whichever year is later; 

1 6 !iv) for the fourth year of service purchased, the member's earned compensation for full-time 

17 service for the 1988-89 school year or for the member's 20th year of service, whichever year is later; and 

18 Iv) for the fifth year of service purchased, the member's earned compensation for full-time service 

19 for the 1988-89 school year or for the member's 25th year of service, whichever year is later. 

20 13) A member who became a member prior to July 1, 1989, and who is eligible to purchase 

21 creditable service under 19-3-504, 19-3-510, 19-3-512, 19-3-513, 19-20-402, 19-20-403, 19-20-408, 

22 19-20-410, or 19-20-411 may not purchase additional service under this section unless the member elects 

23 in writing to: 

24 la) waive eligibility to purchase creditable service under sections referred to in subsection (3); and 

25 (b) apply the accumulated contributions made under sections referred to in subsection 131 to the 

26 cost of additional service purchased under this section. 

27 (4) Additional service purchased under this section may not be used to qualify a member for service 

28 retirement." 

29 

30 Section 11. Section 19-20-503, MCA, is amended to read: 
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"19-20-503. Transfer of dormant sa•,ings asseunt or unclaimed accounts. ill The retirement board 

2 may, in its discret'1on, transfer the amount in the annuity savings account of an inactive member to the 

3 pension accumulation fund if the account has been dormant for a period of 7 years. ~ 6 right of the 

4 member may not be jeopardized by~ the transfer, and the amount &l:.al+ must be transferred back to the 

5 member's annuity savings account upon !.i& the member's request. 

6 12) Retirement benefits must be claimed within 5 years of the date of the member's death. If the 

7 named beneficiary for the account or the heirs at law fail to claim and accept the benefits. the member's 

8 account balance reverts to the pension trust fund." 

9 

1 O Section 12. Section 19-20-602, MCA, is amended to read: 

11 "19-20-602. Annuity savings fund -- member's contribution. The annuity savings fund is a fund 

12 in which the contributions for the members to provide for their anni.ities retirement allowance or benefits 

13 must be accumulated in individual accounts for each member. The normal contribution of each member is 

14 7.044% of the member's earned compensation. Contributions to and payments from the annuity savings 

15 fund must be made in the following manner: 

16 ( 1) la) Each employer, pursuant to section 414(h)(2) of the federal Internal Revenue Code of 1 954, 

17 as amended and applicable on July 1, 1985, shall pick up and pay the contributions that would be payable 

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

19 (bl The member's contributions picked up by the employer must be designated for all purposes of 

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

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

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

23 (cl The member's contributions picked up by the employer must be payable from the same source 

24 as is used to pay compensation to the member and must be included in the member's earned compensation 

25 as defined in 19-20-101. The employer shall deduct from the member's compensation an amount E;!qual to 

26 the amount of the member's contributions picked up by the employer and remit the total of the 

27 contributions to the retirement board. 

28 (di The deductions must be made notwithstanding that the minimum compensation provided by 

29 law for a member may be reduced by the deductions. Each member is considered to consent to the 

30 deductions prescribed by this section, and payment of salary or compensation less the deductions is a 
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complete discharge of all claims for the services rendered by the member during the period covered by the 

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

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

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

5 contribution, an amount equal to accumulated contributions that the member has previously withdrawn, 

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

7 (3) The accumulated contributions of a member withdrawn by the member or paid to the member's 

8 estate or to the member's designated beneficiary in event of the member's death must be paid from the 

9 annuity savings fund. Upon the retirement of a member .. the member's accumulated contributions must be 

1 O transferred from the annuity savings fund to the pension accumulation fund." 

11 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 13. Section 19-20-603, MCA, is amended to read: 

"19-20-603. Withdrawal of accumulated contributions -- options. AH'f An inactive member electing 

to do so or af\V .§ person whose membership terminates without a prospect or anticipation that the member 

will return to work for an employer within 60 days of termination may withdraw the member's or 130rson's 

accumulated contributions from the annuity asseunt savings fund in the retirement system in accordance 

with the following provisions: 

(1) An inactive member under the provisions of suesostien (11 or (31 of 19-20-303(1 I or (31 may 

elect, without right of revocation, to withdraw the member's accumulated contributions. If the member 

does not withdraw the accumulated contributions, the member remains an inactive member of the 

retirement system with the right to qualify for its benefits. 

( 2) Upon recovery from a disabling illness or separation from the armed forces, af\V -2 person 

qualifying as an inactive member under the provisions of 19-20-303(21 may withdraw the member's 

accumulated contributions unless the member returns to active membership. 

(3) AH'f I:,_ person whose membership terminates under the provisions of 19-20-304(4) may 

withdraw the person's accumulated contributions. 

(4) Upon written request, a terminating member may have the payment of tl:le all or any portion 

of the member's accumulated contributions s13lit. Ti'lo ta11 deferred pertion of ti'lo sontrie1c1tior:1s Ffl8'J' ea paid 

dirostlv to an ir:1diYid1c1al rotiroFfloRt aooo1c1r:1t or eti'lor rolled over or transferred into another qualified plan 

designated by the member, ar:,d ti'le oti'ler. The portion not rolled over or transferred must be paid directly 
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to the terminating member. The board shall provide forms for making the written request. The terminating 

2 member is responsible for correctly designating an account or plan eligible to receive the tax-deferred 

3 amount in order to continue the tax-deferred status of the amount." 

4 

5 Section 14. Section 19-20-605, MCA, is amended to read: 

6 "19-20-605. Pension accumulatidn fund-· employer's contribution. The pension accumulation fund 

7 1s the fund in which the reserves for payment of J30Acionc and annuities retirement allowances and benefits 

8 must be accumulated and from which Jl0ns1ons, anRuitios, retirement allowances and benefits must be paid 

9 to or on assouRt of eoAofisiarios sroditoa with 13rior sor~•iso retirees or their beneficiaries. Contributions to 

1 O and payments from the pension accumulation fund must be made as follows: 

11 ( 1) Each employer shall pay into the pension accumulation fund an amount equal to 7 .4 7 % of the 

12 earned compensation of each member employed during the whole or part of the preceding payroll period. 

13 (2) If the employer is a district or community college district, the trustees shall budget and pay for 

14 the employer's contribution under the provisions of 20-9-501. 

15 (3) If the employer is the superintendent of public instruction, a public institution of the state of 

16 Montana, a unit of the Montana university system, or the Montana state school for the deaf and blind, the 

17 legislature shall appropriate to the employer an adequate amount to allow the payment of the employer's 

1 8 contribution. 

19 (4) If the employer is a county, the county commissioners shall budget and pay for the employer's 

20 contribution in the manner provided by law for the adoption of a county budget and for payments under 

21 the budget. 

22 (5) All interest and other earnings realized on the money of the retirement system sl=lall must be 

23 credited to the pension accumulation fund, and the amount required to allow regular interest on the annuity 

24 savings fund sl=lall must be transferred to that fund from the pension accumulation fund. 

25 (6) .0.11 J30AGi0AS, 3ARl:litios, aAd eonofits R'll:IGt BO 13aid from tho J30FISiOFI asSl:IR'IUlatioA funs. 

26 t-7+ The retirement board may, in its discretion, transfer from the pension accumulation fund an 

27 amount necessary to cover expenses of administration." 

Section 15. Section 19-20-702, MCA, is amended to read: 

28 

29 

30 "19-20-702. Optional allowances. ( 1) Until the first payment on account of any benefit becomes 
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normally due, any member may elect to receive one of the optional allowances described in subsection (21 

2 in lieu of the normal form of retirement allowance, which is provided for in part 8 of this shapter and 

3 19-20-902 and part 8 of this chapter. If a member dies within 30 days after retirement, the member's 

4 election to receive an optional allowance is void and the member's death will be considered as that of an 

5 active member. 

6 (2) An optional allowance is the actuarial equivalent of the member's service retirement or disability 

7 retirement allowance at the time of the member's retirement effective date and provides an allowance 

8 payable to the member throughout the member's lifetime and, upon the member's death, an allowance 

9 payable to the person that the member nominated by written designation, duly acknowledged and filed with 

1 O the retirement board at the time of the member's retirement, in accordance with one of the following 

11 options: 

12 (a) Option A--the optional allowance will be paid to the member throughout the member's lifetime 

13 and, upon the member's death, continue throughout the lifetime of the member's designated beneficiary. 

14 (b) Option 8--the optional allowance will be paid to the member throughout the member's lifetime, 

15 and upon the member's death, one-half of the optional allowance will be continued throughout the lifetime 

16 of the member's designated beneficiary. 

17 (cl Option C--the optional allowance will be paid to the member throughout the member's lifetime, 

18 and upon the member's death, two-thirds of the optional allowance will be continued throughout the 

19 lifetime of the member's designated beneficiary. 

20 (di Option Q soFAo other benefit will be paia either ta the FABFAber er the FABFRber's s1c1r,;i•1in!l 

21 sesi§nated benefioiary iri aooerdanse with l"ro•1isiens a!"preves by the rotireFAerit bears Period certain and 

22 life--a retirement allowance will be paid for a certain period of time or for the member's lifetime. whichever 

23 is greater. 

24 (i) The member shall elect one of the following certain time periods: 

25 (A) 10 years if the member is 75 years of age or younger at the time of retirement; or 

26 (B) 20 years if the member is 65 years of age or younger at the time of retirement. 

27 

28 

29 

30 

(ii) At the time of retirement, the member shall file with the board a written nomination of 

beneficiaries to receive payments if the member dies before the end of the certain period elected. Unless 

limited by a family law order, the nominated beneficiary may be changed by the member at any time by 

filing with the board a written notice designating different beneficiaries. 
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13) la) Upon written request to the retirement board, a retired member whose effective date of 

2 retirement is before October 1, 1993, and who is receiving an optional retirement allowance may designate 

3 a different beneficiary, select a different option, or convert the member's optional retirement allowance to 

4 a regular retirement or disability allowance if: 

5 Iii the original beneficiary has died; or 

6 (iii the member has been divorced from the original beneficiary and the original beneficiary has not 

7 been granted the right to receive the optional retirement allowance as part of the divorce settlement. 

8 lb) Upon receipt of the request, the board shall actuarially adjust the member's monthly retirement 

9 or disability allowance to reflect the change. 

10 (41 Effective on the first of the month following reseiJit of notifisatien of the death of a person 

11 nominated as the designated beneficiary under subsection Rt (2) (al, (2) (bl, or (2) (cl, any optional retirement 

12 allowance that is effective after October 1, 1993, will revert to the full normal form of retirement allowance 

13 available at the time of retirement. The normal form of retirement allowance available must be increased 

14 by the value of any postretirement adjustments received by the member since the effective date of 

15 retirement. The retired member may, within 180 Ela'y's 18 MONTHS of the death of the designated 

16 beneficiary, file a written application with the board to designate a different beneficiary and to select an 

1 7 actuarially equivalent optional allowance. The optional allowance is effective on the first day of the month 

18 following receipt of the retiree's application." 

19 

20 Section 16. Section 19-20-703, MCA, is amended to read: 

21 "19-20-703. Payments to be monthly. ill All JlBnsiens anEl annl,,lities sl:iall retirement allowances 

22 must be paid in equal monthly installments. 

23 (2) The retirement allowance may commence: 

24 (a) no earlier than the first day of the month following the member's termination date or on the first 

25 day of the month following the date when the member first becomes eligible, whichever date is later; or 

26 (bl if requested by the inactive member in writing: 

27 (i) on the first day of a later month; or 

28 (ii) on the first day of the month following the member's 60th birthday." 

29 

30 Section 17. Section 19-20-706, MCA, is amended to read: 

[ legislalive 
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"19-20-706. Exemption from taxation and legal process. Except as provided in 19-20-305, the 

2 p0nsi0ns, anm;itiss, retirement allowances or any other benefits accrued or accruing to any person under 

3 the provisions of the retirement system and the accumulated contributions and cash and securities in the 

4 various funds of the retirement system are: 

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

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

7 pursuant to 15-30-111 (2)Ic)(ii); or 

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

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

1 0 (2) not subject to execution, garnishment, attachment by trustee process or otherwise, in law or 

11 equity, or any other process; and 

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

13 

14 Section 18. Section 19-20-711, MCA, is amended to read: 

15 "19-20-711. Eligibility for postretirement adjustment. ( 1) Except as provided in subsection I 2), a 

16 FReFRser retiree or beneficiary is eligible to receive a postretirement adjustment as provided in 19-20-713 

1 7 if Ila the retiree is receiving a: 

18 (a) service retirement allowance ane is 99 years sf age er sleer en er sefere dune 30 in the year 

19 tl=lat the pssHetireFRent aejustFRent is FRaee; or 

20 (bl disability or survivorship allowance. 

21 (2) A FReFRser retiree or beneficiary is ineligible to receive a postretirement adjustment under 

22 subsection 11) unless M the retiree or beneficiary has been receiving a monthly service, disability, or 

23 survivorship allowance for at least 24 consecutive months on or before June 30 in the year that the 

24 adjustment is made." 

25 

26 Section 19. Section 19-20-712, MCA, is amended to read: 

27 "19-20-712. Funding for postretirement adjustment -- reserve fund. ( 1) At the end of each fiscal 

28 year, the board shall determine the total investment income~ minus unrealized gains or losses on the 

29 retirement fund for that fiscal year. From this amount, the board shall subtract the: 

30 la) astuarial aFReunt re~uiree te funs the retirement systeFR fer the fiscal ~•ear amount equivalent 
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to the actuarially required investment yield; and 

2 (bl retirement system's administrative and investment expenses for the fiscal year. 

3 (21 (al From the remainder obtained in subsection I 1 I, the board shall calculate the amount of 

4 investment income earned on that portion of the retirement fund balance representing retired members. 

5 (bl The board shall deposit the amount calculated in subsection (2Jia) in a reserve fund. 

6 (31 Subiect to the restrictions contained in subsections (41 and (51, the board shall annually use 

7 90% of the amount in the reserve fund provided for in subsection (2)(b) to pay a postretirement adIustrnent 

8 to eligible R'IBR'IBBF6 retirees or beneficiaries under 19-20-713. 

9 (41 If the amount in the reserve fund is insufficient to provide an average monthly postretirement 

10 adjustment of at least $1 under 19-20-713, an adjustment may not be made in that calendar year. 

11 (5) The amount available for payment of the postretirement allowance is limited to an amount that 

12 would provide a percentage increase in the average service, disability, or survivorship allowance of all 

1 3 eligible FASFABers retirees, when combined with the postretirement adjustment, that is equal to or less than 

14 the percentage increase for the previous calendar year in the annual average consumer price index for urban 

15 wage earners and workers compiled by the bureau of labor statistics, United States department of labor, 

1 6 or its successor agency." 

17 

18 Section 20. Section 19-20-713, MCA, is amended to read: 

1 9 "19-20-713. Payment and amount of postretirement adjustment. ( 1) Effective January 1 of each 

20 year that funds are available under 19-20-71 2, a R'IBFABSF retiree or beneficiary eligible under 19-20-711 

21 shall receive a postretirement adjustment in the form of a monthly benefit payable for life. 

22 (2) The board shall calculate the amount of the postretirement allowance payable to an eligible 

23 R'leR'lsor retiree or beneficiary by: 

24 (al dividing the amount available under 19-20-712(31 for payment of the postretirement allowance 

25 by the total accumulated years of service for all eligible FReFRsors retirees and beneficiaries; 

26 (bl multiplying the quotient obtained in subsection (2)(a) by the R'IOFAsor's retiree's total years of 

27 service; 

28 (cl dividing the product obtained in subsection (2)(b) by a factor for calculating a monthly anm;ity 

29 retirement allowance from actuarial tables adopted by the board; and 

30 (d) applying the provisions contained in subsections (3) and (4). 
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(3) If a member retiree had elected to receive an optional retirement allowance, the amount of RiG 

2 the retiree's postretirement allowance must be adjusted by the appropriate optional factor. 

3 (4) If more than one beneficiary is receiving a member's retiree's retirement allowance, the 

4 postretirement adIustment must be divided in the same manner as the member's retiree's retirement 

5 allowance." 

6 

7 Section 21. Section 19-20-715, MCA, is amended to read: 

8 "19-20-715. Compensation limit. ill Compensation in excess of the limitations set forth in section 

9 401 (a)( 17) of the Internal Revenue Code must be disregarded for individuals who are not eligible employees. 

1 O The limitation on compensation for eligible employees may not be less than the amount that was allowed 

11 to be taken into account under this chapter on July 1, 1993. For purposes of this section, an eligible 

1 2 employee is an individual who was a member in the retirement system prior to July 1, 1 996. 

13 

14 

15 

16 

17 

18 

12) In determining a member's retirement allowance under 19-20-802 or 19-20-804, the 

compensation reported in 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. 

13) Earned compensation in excess of the amount specified in subsection (2) is considered 

1 9 termination pay and must be included in the calculation of average final compensation as provided in 

20 (section 2]. " 

Section 22. Section 19-20-801, MCA, is amended to read: 

21 

22 

23 "19-20-801. Eligibility for su13eFaRRYa~ieR service retirement. A member who has at least 5 full 

24 years of creditable service, whose last 5 years of creditable service were in this state, and who has attained 

25 the age of 60 or has been credited with full-time or part-time service in 25 or more years may retire from 

26 service if 1:1& the member has terminated employment in all positions from which the member is eligible to 

27 retire and files with the retirement board RiG 51 written application setting forth the fact of RiG the member's 

28 retirement." 

29 

30 Section 23. Section 19-20-804, MCA, is amended to read: 
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"19-20-804. Allowance for swpeFaAAuatiaA service retirement. ( 11 Upon Suflsrannuatien 

2 rstirsFRent, a termination, an eligible member &l:.all must receive a retirement allowance sensisting of 3 

3 fJBnsien whish, tegsther with an annuity, flF □ ·,ises a retireFRent alle\t'anse equal to one-sixtieth of fi+6 the 

4 member's average final compensation, as limited by 19-20-715, multiplied by the sum of the number of 

5 years of creditable service, service transferred under 19-20-409, and additional service purchased under 

6 19-20-412. 

7 121 Aw.; Except as provided in subsection (3), a retired member may be employed as a part-time 

8 or substitute teacher in Montana and may earn, without loss of retirement benefits, an amount not to 

9 exceed the greater of: 

1 O (al one-third of the sum of fti& the member's average final compensation plus normal annual salary 

11 increases for teaching personnel employed by the school district, state agency, political subdivision, or 

1 2 university unit that employed the member at the time of retirement; or 

13 lb) one-third of the median of the average final compensation for members retired during the 

14 preceding fiscal year as determined by the retirement board. 

15 (31 If an early-retired member under 19-20-802 is reemployed with the same employer within 30 

16 days from the member's effective date of retirement or if the early-retired member is guaranteed 

17 reemployment with the same employer, the member must be considered to have continued in the status 

1 8 of an active member and not to have separated from service. Any retirement allowance payments received 

19 by the member must be repaid to the system, together with interest, at the actuarially assumed rate, and 

20 the retirement allowance must be terminated." 

21 

22 Section 24. Section 19-20-902, MCA, is amended to read: 

23 "19-20-902. Allowance for disability retirement. ill Upon retirement for disability, a member must 

24 receive a disability retirement allowance equal to the greater of: 

25 {+Hfil one-sixtieth of the member's average final compensation multiplied by the sum of the number 

26 of years of creditable service, service transferred under 19-20-409, and additional service purchased under 

27 19-20-412, if the retireFRont allawanso 0110ooss ono fourth of tho FRomeeF's a¥erage final GOFRflensatien; 

28 or 

29 WM a JlBRsion that, tag ether with the R'IBffiBer' s annuity, 13re,,ises a tetal retirement allewanse 

30 o~ual te one-fourth of the member's average final compensation. 
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2 

3 

4 

5 

6 

7 

(21 The earned compensation in the year of termination that is included in the calculation of average 

final 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 that the member would have received under the member's 

contract had the member completed the full year. Any terminat'1on pay received by the member is limited 

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

completed the fu 11 year." 

8 Section 25. Section 19-20-903, MCA, is amended to read: 

9 "19-20-903. Medical examination of disability retiree. ( 1) Once each year during the first 5 years 

1 O following the retirement of a member on a disability retirement allowance and once in every 3-year period 

11 thereafter, the retirement board may require and, Y13en the senetisiary's a1313lisatien, shall 13errnit a disability 

12 senetisiary benefit recipient who has not yet attained the age of 60 to undergo a medical examination by 

13 a physician or physicians designated by the retirement board. The examination~ must be made at the 

14 place of residence of the sonotisiary benefit recipient or other place mutually agreed upon. Based on the 

15 examination, the board shall determine whether the disabled member is unable, by reason of physical or 

16 mental incapacity, to perform the essential elements of the position held by the member when the member 

17 retired. If the board determines that the member is not incapacitated, the member's retirement benefit must 

1 B be canceled. If the member disagrees with the board's determination, the member may request the board 

19 to reconsider its action. The request for reconsideration must be made in writing within 60 days after the 

20 receipt of the notice of the status change. 

21 (2) A member whose disability retirement benefit is canceled because the board has determined 

22 that the member is no longer incapacitated must be given preference by the member's former employer for 

23 the position held at the time of retirement or for a comparable position that becomes available within 1 year 

24 of cancellation of the disability retirement. The member may agree to accept an offer of employment by an 

25 employer. Employment in any capacity by an employer terminates any right granted by this section. The 

26 fact that the former employee was retired on disability may not prejudice any right to reinstatement to duty 

2 7 that the former employee may have or claim to have. This section does not affect any requirement for the 

28 former employee to meet or to be able to meet professional certification and licensing standards unrelated 

29 to the previous disability, otherwise necessary for reinstatement to duty. 

30 rnru SheYla lf a disability sonotisiary benefit recipient who has not yet attained the age of 60 
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~ refuses to submit to a medical examination as required in subsection ( 1), AiG the recipient's 

2 allowance may be discontinued until AiG withdrawal of St1GH the refusal, aAd shotJld his~ refusal 

3 GontintJo continues for 1 year, all AiG rights in and to AiG 2 disability pension may be revoked by the 

4 retirement board." 

5 

6 Section 26. Section 19-20-904, MCA, is amended to read: 

7 "19-20-904. Adjustment of allowance. µ.µ.f. ( 1) (a) Except as provided by subsection I 1 l(b). ,t 

8 a retiree receiving a disability eonofieiary retirement allowance is engaged in or is able to engage In a gainful 

9 occupation paying more than the difference between the eoAofieiary's retiree's retirement allowance and 

1 O the s0A0fisiary' s retiree's average final compensation or the difference between the median salary of those 

11 members retired during the preceding fiscal year and the eenofisiary's retiree's retirement allowance, 

1 2 whichever is greater, the retirement allowance must be reduced to an amount that, together with the 

13 amount earnable by the eoAefieiary retiree, is equal to the 130A0fieiary's retiree's average final compensation 

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

15 (b) If a disabled retiree is reemployed with the same employer within 30 days from the member's 

16 effective date of retirement or if the retired member is guaranteed reemployment with the same employer, 

1 7 the member must be considered to have continued in the status of an active member and not to have 

18 separated tram service. Any retirement allowance payments received by the member must be repaid to 

19 the system, together with interest, at the actuarially assumed rate. and the retirement benefit must be 

20 terminated. 

21 (2) If the eeAefisiary's disabled retiree's earning capacity is changed later, the 00A0fisiary's 

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

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

24 retiree, equals the soAefisiary's retiree's average final compensation. 

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

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

27 recipient. 

28 (4) " seAefisiar~• reMoree to asti•,<o sorYise at a salar>t less ti:laA ti:le a¥erage fiAal sernpensatioA 

29 tJpeA ti:le sasis of wi:lisi:I the eeAefisiary was retiree may not sosorno a rnerneer ef the r0tiroFR0nt systoFR 

30 11cl:lilo rosei><iA§ a ree1,1eoe soAefiL" 
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Section 27. Section 19-20-905, MCA, is amended to read: 

2 "19-20-905. Cancellation of allowance and restoration of membership. 11) If a Elisasility seneliGiari,r 

3 uneler a§e sO is restereel ts aGtive sar>,iGe at a oempensatien net less than his avora§o linal Gemponsatien. 

4 4i6 disabled retiree is employed full-time in a capacity that would otherwise meet the eligibility requirements 

5 of active membership, as provided under 19-20-302, the retiree's retirement allowance GR.Ill must cease 

6 ~- If the retiree is employed by an employer covered under this chapter, the retiree shall again become 

7 an active member of the retirement system. Any prior service certificate on the basis of which 4i6 the 

8 member's service was computed at the time of 4i6 the member's disability retirement GR.Ill must be restored 

9 to full force, and upon 4i6 the member's subsequent retirement, he shall the member must be credited with 

10 ~ the prior service and all rus subsequent service as a member. 

11 121 If !:le the member is restored to active S8Po'ioe membership on or after the attainment of the age 

1 2 of 5 5 years, his pensien the member's retirement allowance upon subsequent retirement may not exceed 

13 the ponsien retirement allowance that !:le the member would have received had !:le the member remained 

14 in service during the period of 4i6 the member's previous retirement or the sum of the pensien whioh he 

15 retirement allowance that the member was receiving immediately prior to l=li& the member's last restoration 

16 to service and the pensien retirement allowance that !:le the member would have received on account of 

17 l=li& the member's service since l=li& the member's last restoration had !:le the member entered service at that 

18 time as a new member." 

19 

20 Section 28. Section 19-20-1001, MCA, is amended to read: 

21 "19-20-1001. Allowances for death of member. 11) If a member dies before retirement, 4i6 the 

22 member's accumulated contributions &l=lall must be paid to l=li& the member's estate or~ to a person as 

23 !:le the member may have nominated by a written designation in a manner prescribed by the board and filed 

24 with the retirement board prior to l=li& the member's death in the manner presorises sy the sears. 

25 (21 la) In lieu of benefits provided for in subsection (1 ), if the deceased member qualified by reason 

26 of service for a retirement benefit, the nominated beneficiary neminates sy the Eleoeases memser may elect 

27 to receive a menthly lite annuity retirement allowance. The menthlv lite annuity shall retirement allowance 

28 must be determined as prescribed in 19-20-80411) and section 5, Chapter 549, Laws of 1981, in the same 

29 manner as if the member elected option A provided for in 19-20-702(2llal. 

30 (bl In the event that payments made to an annuitant a recipient do not equal the amount of the 
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1 member's accumulated contributions ~iriar ta before the annuitant's member's death, the difference 

2 between the total annuity retirement allowance payments made and the amount of the accumulated 

3 contributions sJc.all at the time of the member's death must be paid to the beneficiary. 

4 !31 If the deceased member had 5 or more years of creditable service and was an active member 

5 in the state of Montana within 1 year ~riar ta t:iis before the member's death, a lump-sum death benefit of 

6 $500 is payable to I:!+& the member's designated beneficiary. 

7 (41 If a deceased member had 5 or more years of creditable service and was an active member In 

8 the state of Montana within 1 year prior to I:!+& the member's death, the sum of $200 f3ef !!. month sJc.all 

9 must be paid to each minor child of the deceased member until ~ the child reaches t:iis 18tt:i birtt:iday 

10 18 years of age." 

Section 29. Section 19-20-1002, MCA, is amended to read: 

1 1 

12 

13 "19-20-1002. Payments upon death of retiree. ( 1) In the event of the death of a member after 

14 retirement, a death benefit of $ 500 is payable to I:!+& the designated beneficiary. 

1 5 (2) In the event that payments made to an annuitant a benefit recipient do not equal the amount 

16 of the member's accumulated contributions ~riar ta before the annuitant's Eleath member's retirement, the 

1 7 difference between the total retirement allowance paid and the amount of the accumulated contributions 

18 &I.all must be paid to the beneficiary. 

19 (3) If a deceased member had 5 or more years of creditable service and was retired at the time of 

20 I:!+& death, the sum of $200 ~ E month &l:\all must be paid to each minor child of the deceased n,en,13ar 

21 retiree until ~ the child reaches t:iis 1 8tt:i birtt:ielay 18 years of age." 

22 

23 NEW SECTION. Section 30. Codification instruction. (1) [Section 11 is intended to be codified as 

24 an integral part of Title 19, chapter 20, part 8, and the provisions of Title 19, chapter 20, part 8, apply to 

25 [section 1]. 

26 12) [Sections 2 and 4] are intended to be codified as an integral part of Title 19, chapter 20, part 

27 7, and the provisions of Title 19, chapter 20, part 7, apply to [sections 2 and 4]. 

28 (3) [Section 3] is intended to be codified as an integral part of Title 19, chapter 20, part 1, and the 

29 provisions of Title 19, chapter 20, part 1, apply to [section 3] .-

30 
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NEW SECTION. Section 31. Coordination instruction. If Bill No. [LC 0553] is passed and 

2 approved and if it includes sections that amend 19-20-711 through 19-20-713, then [sections 18 through 

3 20 of this act), amending 19-20-711 through 19-20-713, are void. 

4 

5 NEW SECTION. Section 32. Retroactive applicability. [Section 91 applies retroactively, within the 

6 meaning of 1-2-109, to all occurrences on or after January 1, 1995. 

7 

8 

9 

NEW SECTION. Section 33. Effective date. [This act] is effective on passage and approval. 

-END-
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