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HOUSE BILL NO. 134
INTRODUCED BY J. JOHNSON
BY REQUEST OF THE TEACHERS' RETIREMENT BOARD

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE LAWS RELATING TO THE
TEACHERS' RETIREMENT SYSTEM; DEFINING "TERMINATION", "TERMINATION PAY", AND "VESTED";
PROVIDING TERMINATION PAY OPTIONS; CLARIFYING THAT TEACHERS' RETIREMENT SYSTEM
PROVISIONS MUST COMPLY WITH FEDERAL TAX LAWS REGARDING QUALIFIED PLAN STATUS;
CLARIFYING THE DISTRIBUTICN OF BENEFITS TO BENEFICIARIES; CLARIFYING CERTAIN DEFINITIONS;
CLARIFYING DEFINITIONS RELATED TO COMPENSATION USED TO DETERMINE BENEFITS; CLARIFYING
THAT FAMILY LAW ORDERS AFFECTING DISTRIBUTION OF BENEFITS MAY NOT BE ENTERED UNLESS
APPROVED BY THE TEACHERS' RETIREMENT BOARD; GENERALLY REVISING LANGUAGE REFERRING
TO ANNUITIES; REVISING PROVISIONS RELATED TO THE TRANSFER OF SERVICE FROM THE PUBLIC
EMPLOYEES' RETIREMENT SYSTEM: CLARIFYING CERTAIN SERVICE PROVISIONS; CLARIFYING
DISPOSITION OF UNCLAIMED ACCOUNTS; REVISING CERTAIN WITHDRAWAL AND OPTIONAL
ALLOWANCE PROVISIONS; REVISING PAYMENT COMMENCEMENT PROVISIONS; REVISING CERTAIN
DISABILITY RETIREMENT AND REINSTATEMENT FROM DISABILITY PROVISIONS; CLARIFYING
POSTRETIREMENT PROVISIONS; AMENDING SECTIONS 19-20-101, 19-20-104, 19-20-208, 19-20-305,
19-20-409, 19-20-412, 19-20-503, 19-20-602, 19-20-603, 19-20-605, 19-20-702, 19-20-703,
19-20-706, 19-20-711, 19-20-712, 19-20-713, 19-20-715, 19-20-801, 19-20-804, 19-20-3902,
19-20-903, 19-20-9204, 19-20-905, 19-20-1001, AND 19-20-1002, MCA; AND PROVIDING AN
IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE."

STATEMENT OF INTENT
A statement of intent is required for this bill because [section 3] gives the teachers’ retirement
board authority to adopt administrative rules.
The legislature finds that it is beneficial to maintain the teachers’ retirement system as a qualified
pian under Internal Revenue Code regulations. Therefore, it is the intent of the legislature that statutory
provisions governing the teachers’ retirement system be subject to federal tax law applicable to public

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.

BE iT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

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

of a member who retired under 19-20-802 ar 19-20-804 and had less than 3 consecutive years of full-time
service during the b years preceding the member’s retirement is the compensation that the member would
have earned in the final 3 years had the member’s part-time service been fuli-time service. Toa determine
the compensation that the member would have earned, the compensation reported must be divided by the

part-time service credited to the member’s account.

NEW SECTION. Section 2. Termination pay. If a member receives termination pay at the time of
termination and elects to retire at that time, the member shall select ane of the following options:

(1) The member may use termination pay in the calculation of the member’'s average final
compensation. The member and the employer shall pay contributions to the retirement system as
determined by the board to adequately compensate the system for the additional retirement benefit. The
contributions must be made at the time of termination.

(2} The member may use a yearly amount of termination pay added to each of the 3 consecutive
years’ salary used in the calcutation of the member’s average final compensation. To determine the amount
of termination pay used in the caiculation of average final compensation, termination pay must be divided
by the total number of years of creditable service to determine a yearly amount. The member and the
employer shall pay contributions on the termination pay according to the rates provided for in 13-20-602
and 19-20-605(1).

(3} The member may exclude the termination pay from the average final compensation. A
contribution is not required of either the member or the employer, and any contributions made under

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

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

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

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

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

NEW SECTION. Section 4. Effect of no designation or no surviving beneficiary. {1} If a beneficiary
is not designated or if no designated beneficiary survives the payment recipient, the estate of the payment
recipient is the beneficiary and is entitled to any lump-sum payment or retirement benefit accrued but not
received prior to the death of the payment recipient. If the estate would not be probated but for the amount
due from the retirement system, all of the amount due must be paid directly, without probate, to the
surviving next of kin of the deceased or to the guardians of the survivor’'s estate, share and share alike.

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

{a) husband or wife;

(b} children;

{c} father and mother;

(d) grandchildren;

{e} brothers and sisters; or

(f) nieces and nephews.

{3) A payment may not be made to a person included in any of the groups listed in subsection (2}
if at the date of payment there is a living person in any of the groups preceding the group of which the
person is a member, as listed. Payment must be made upon receipt from the person of an affidavit, upon
a form supplied by the system, that there are no living individuals in the groups preceding the group of
which the person is a member and that the estate of the deceased will not be probated.

(4) The payment must be in full and complete discharge and acquittance of the board and system

on account of the member’s or payment recipient’s death.

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

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

{1} "Accumulated contributions” means the sum of all the amounts deducted from the
compensation ot a member or paid by a member and credited to the member’s individual account in the
annuity savings fund, together with interest. Regular interest must be computed and allowed to provide a
Q.e islative
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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.

{8}—ta} "Average final compensation” means the average of the a member’s earned compensation

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

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

If amaounts defined in subsection (6){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 ieast the

5 fiscal years preceding the member’s retirement, the amounts may be included in_the calculation of

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

compensation for less than & fiscal years or if the member has been given the option 1o have amaunts

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

compensation must be included in average final compensation as_provided under [section 2{2)].
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{6+4) "Beneficiary” means a person

berefitprovided-by-the-retirerment-system formally designated by a member, retiree, or benefit recipient to

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

+#{5) "Creditable service" is that service defined by 19-20-401,

{8}(6} (a) "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—defined-under-this—ehapter; before any tasxdeferred pretax deductions allowed under the
internal Revenue Code are deducted from the member’'s compensation—exclusive—of—maintenanees
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!b) Earned compensation does not mean:

(i) direct emptoyer premium payments an behalf of members for health or dependent care expense

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

or_any other insurance;

{ii} any direct employer payment or reimbursement for professional membership dues; maintenance;

housing: day care: or automaobile, travel, lodging, or entertaining expenses; or any similar payment for any

form of maintenance, allowance, or_expenses:

{iii} the imputed vaiue of health, life, or disability insurance or any other fringe benefits; or

{iv) any noncash benefit provided by an employver to or_on behaif of an employee.

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

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

or_severance payment contingent upon the employee terminating employment.

{d) Adding a direct employer-paid or noncash benefit to an employee’s contract or subtracting the

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

{84{7) "Employer” means the state of Montana, the trustees of a district, or any other agency or
subdivision of the state that employs a persan who is designated a member of the retirement system.

H0O}(8) "Fuil-time service" means service that is full-time and that extends over a normal academic
year of at least 9 manths. With respect to those members employed by the office of the superintendent
of public instruction, any other state agency or institution, or the office of a county superintendent, full-time
service means service that is full-time and that totals at least 9 months in any year.

H4(9) "Member" means a person who has an individual account in the annuity savings fund. An
active member is a person included under the provisions of 19-20-302. An inactive member is a person
included under the provisions of 19-20-303.

-4(10) "Part-time service” means service that is less than full-time or that totals less than 9

months in aAy & normal academic year. Part-time service must be credited in the proportion that the actual

time worked bears compares to full-time service.
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++B4{11) "Prior service" means employment of the same nature as service defined-in-subsection{20}

but rendered before September 1, 1937.
£6}{12) "Regular interest” means interest at 4% perarpum a year compounded annually or at sueh

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

+A1{13] "Retirement allowance” means the-arruity-plds-thepensien a payment due monthly to a

person_who _has qualified for service or disability retirement or due to a beneficiary as provided in

19-20-1001.

8114} "Retirement board” or "board" means the retirement system’s governing board provided
for in 2-15-1010.

+384(15) "Retirement system” or "system” means the teachers’ retirement system of the state of
Montana provided for in 19-20-102.

+26+(16) "Service" means the performance of instructional duties or related activities that would
entitle the person to active membership in the retirement system under the provisions of 19-20-302.

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

menmber’s employer and all, if any, payments due upon termination of employment, including but not limited

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

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

payments contingent on_the employee terminating employment; any lump-sum_ payment for deferred

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

than _compensation received while on sick leave or authorized leave of absence.

{19) "Vested" means that a member has been credited with at least 5 full vears of membership

sarvice upon which ceontributions have been made, as required by 19-20-602 and 19-20-6058, and who has

a right to_a future retirement benetit."”

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

“19-20-104. Guarantee by state. Regular interest charges payable, the creation and maintenance
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of reserves in the pension accumulation fund, and the maintenance of arAwity—+reserves accumulaied
contributions in the annuity resesve savings fund, as provided for in this chapter, and the payment of all

arpuities—pensiens retirement allowances, refunds, and other benefits granted under the retirement system

are obligations of the state of Montana.”

Section 7. Section 13-20-208, MCA, is amended to read:
"19-20-208. Duties of employer. Each employer shall:
(1) pick up the contribution of each employed member empteyed-by-hiFs at the rate prescribed by

19-20-602 and transmit the contribution each month to the secsetary executive director of the retirement

board;

(2) pay transmit to the seeretary executive director of the retirement board the employer’s

contribution prescribed by 19-20-605, at the time that the employee contributions are transmitted te-the
Secretary,;

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

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

{6) whenever applicable, inform an employee of his the right to elect to participate in the optional
retirement program under Title 19, chapter 27;

(6) at the request of the retirement board, certify the names of all persans who are eligible for
membership or who are members of the retirement system; and

(7) notify the retirement board of the employment of a person eligible for membership and forward
his the person’s membership application to the board-;

(8) if the employer has converted to earned compensation amounts excluded from earned

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

of the 5 vears preceding the member’'s retirement.”

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

"19-20-305. Alternate payees -- family law orders. (1) A participant'in a retirement systermn may
have the participant’s rights modified or recognized by a family {aw order.

( Legislative
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(2) For purposes of this section:
{a) "participant” means a member _retiree, or an actual or potential beneficiary, survivor, or
contingent annuitant of the retirement system designated pursuant to this chapter; and

(b} "family law order™ means a certified_copy of a judgment, decree, or order of a court of with

competent jurisdiction urderFitle-40 concerning child support, parental support, spousal maintenance, or
marital property rights that includes a transfer of all or a portion of a participant’s payment rights in a
retirement system to an alternate payee in compliance with this section.

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

{4) A family law order may not require:

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

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

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

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

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

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

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

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

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

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

{7} A court may not enter a family law crder relating to payments by the system unless terms of

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

Section 9. Section 19-20-408, MCA, is amended to read:

"19-20-409. Transfer of service credits and contributions from public employees’ retirement
system. (1) An active member may at any time before retirement make a written election with the
retirement board to qualify in the teachers’ retirement system all of the member’s previous creditable
service tn the public employees’ retirement system. The amount that must be paid to the retirement system

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

The public emplayees’ retirement system shall transfer to the teachers’ retirement system an amount egual
to 72% of the amount payable by the member.

{3) The member shall pay either directly ar by transferring contributions on account with the public
employees’ retirement system an amount equal to the member’s accumutated contributions at the time that
active membership was terminated, plus accrued interest. Interest must be calculated from the date of
termination until payment is received by the retirement system, based on the interest tables in use by the
public employees’ ratirement system.

(4) A member who qualifies service from the public employees’ retirement system in the teachers’
retirement system must complete 5 years of membership service in the teachers’ retirement system to
qualify or purchase military service, out-of-state teaching service, employment while on leave, and private
school employment.

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

(6) 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

teachers’ retirement system and if the member’s service credits from both systems, when combined, entitle
the member’s beneficiary to a death benefit, the payment of the death benefit is the liability of the teachers’
retirement system. Before payment of the death benefit, the public emplayees’ retirement board must
transfer to the teachers’ retirement system the contributions necessary to qualify this service in the
teachers’ retirement system as provided in subsections {2) and {3).

{7) If the retirement board determines that an individual’s membership was erroneously classified
and reported to the public employees’ retirement system, the member’s accumulated contributions and

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

system and any employee and employer contributions due as calculated in 19-20-602 and 19-20-805,
respectively, are the liability of the employee and the employing entity where the error occurreds

respestively. For the period of time that the employer contributions are held by the public employees’

retirement system, interest paid on empiaoyer 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."”

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

"19-20-412. Election to purchase additional service. {1} {a) Except as provided in subsection {3},
a member with 5 years or more of creditable service may make a written election with the retirement board
to purchase, for the purpose of calculating the member’s retirement allowance, 1 year of additional service
for:

{i)y each b years of service on which contributions have been made as required under the provisions
of 19-20-602; and

(i} each b years of membership service as defined in Title 19, chapter 3, for which contributions
have been made as required under the provisions of 19-20-409.

(b) A maximum of 5 years of additional service may be purchased under this section. A part-time
member may purchase additional service on a prorated basis.

(2) {a) To purchase additional service under this section, a member shall contribute, in a lump-sum
payment or in installments as agreed upon by the member and the retirement board, an amount equal to:

li) the combined employer and employee rate on July 1, 1989, or the combined rate in effect at

{Le islative
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the time the member is eligible to purchase the service, whichever date is later, multiplied by the member’s

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

(i) interest at arate of 8% compounded annually from July 1, 1989, or from the date at which the
member is eligible to purchase the service, whichever date is later.

{b) The earned compensation used in calculating the cost of purchasing additional service under
this section is:

(i) for the first year of service purchased, the member’s earned compensation for full-time service

for the 1988-89 school year or for the member’s fifth year of service, whichever year is later;
(it} for the second year of service purchased, the member's earned compensation for full-time
service for the 1988-89 school year or for the member’s 10th year of service, whichever year is later,

{ili) for the third year of service purchased, the member’'s earned compensation for full-time service

for the 1988-89 school year or for the member’s 15th year of service, whichever year is later;
{iv) for the fourth year of service purchased, the member’s earned compensation for full-time

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

{v) for the fifth year of service purchased, the member’s earned compensation for full-time service

for the 1988-89 schaol year or for the member’s 25th year of service, whichever year is later.

(3) A member who became a member prior to July 1, 1989, and who is eligible to purchase
creditable service under 19-3-504, 19-3-510, 19-3-512, 19-3-513, 19-20-402, 19-20-403, 19-20-408,
19-20-410, or 19-20-411 may not purchase additional service under this section unless the member elects
N writing to:

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

(b) apply the accumulated contributions made under sections referred to in subsection {3} to the
cost of additional service purchased under this section.

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

retirement.”

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

"19-20-603. Transfer of dormant savings-aeseunt or unclaimed accounts. (1) The retirement board

may, in its discretion, transfer the amount in the annuity savings account of an inactive member to the
pension accumulation fund it the account has been dormant for a period of 7 years. Ne A right of the
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member may not be jeopardized by sueh the transfer, and the amount shall must be transferred back to the
member’s annuity savings account upon ks 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.”

Section 12. Section 19-20-602, MCA, is amended to read:
"19-20-602. Annuity savings fund -- member’'s contribution. The annuity savings fund is a fund

in which the contributions for the members to provide for their arpwiies retirement allowance or banefits

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

(1) (a) Each employer, pursuant to section 414(h)(2) of the federal Internal Revenue Code of 1954,
as amended and applicable on July 1, 1985, shall pick up and pay the contributions that would be payable
by the member under this section for service rendered after June 30, 1985,

{b) The member’s contributions picked up by the employer must be designated for all purposes of
the retirement system as the member’s contributions, except for the determination of a tax upon a
distribution from the retirement system. These contributions must become part of the member’s
accumuiated contributions but must be accounted for separately from those previously accumulated.

(c} The member’'s contributions picked up by the employer must be payable from the same source
as is used to pay compensation to the member and must be included in the member’s earned compensation
as defined in 19-20-101. The employer shall deduct from the member’s compensation an amount equal to
the amount of the member's contributions picked up by the employer and remit the total of the
contributions to the retirement board.

(d} The deductipns must be made notwithstanding that the minimum compensation pravided by
law for a member may be reduced by the deductions. Each member is considered to consent to the
deductions prescribed by this section, and payment of salary or compensation less the deductions is a
complete discharge of all claims for the services rendered by the member during the period covered by the
payment, except as to the benefits provided by ihe retirement system.

{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
contribution, an amount equal to accumulated contributions that the member has previously withdrawn,
plus interest in the amount the contributions would have earned had the contributions not been withdrawn.

(3) The accumulated contributions of a member withdrawn by the member or paid to the member’s
estate or to the member’s designated beneficiary in event of the member’s death must be paid from the
annuity savings fund. Upon the retirement of a member, the member’s accumulated contributions must be

transferred from the annuity savings fund to the pension accumulation fund.”

Section 13. Section 19-20-603, MCA, is amended to read:
"19-20-603. Withdrawal of accumulated contributions -- options. ARy Aninactive member electing
to do so or ary a person whose membership terminates without a prospect or anticipation that the member

will return to work for an emplayer within 60 days of termination may withdraw the member’s erpersen’s

accumulated contributions from the annuity aeeetrt savings fund in the retirement system in accordance
with the following provisions:

{1} An inactive member under the provisions of subsestion-H-ort3-of 19-20-303(1) or (3] may
elect, without right of revacation, 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, amry a person
qualifying as an inactive member under the provisions of 19-20-303(2) may withdraw the member’s
accumulated contributions unless the member returns to active membership.

(3} Aay A person whose membership terminates under the provisions of 19-20-3C4(4) may
withdraw the person’s accumulated contributions.

{4) Upon written request, a terminating member may have the payment of thke all or any portion

of the member’s accumulated contributions

direetiyto-anthdividual-retiremeont-account-or-other rolled over or transferred intg another qualified plan

designated by the member—and-the-ether, Tha portion not rolled over or transferred must be paid directly

to the terminating member. The board shall provide forms for making the written request. The terminating
member is responsible for correctly designating an account or plan eligible to receive the tax-deferred
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:
"19-20-605. Pension accumulation fund -- employer’s contribution. The pension accumulation fund

is the fund in which the reserves for payment of peasiens-and-annuitios retirement allowances and benefits

must be accumulated and from which persiens—arnuaities; retirement allowances and benefits must be paid

to eroraceeunt-of-benetieiaries—credited-with-priorservice retirees or their beneficiaries. Contributions ta

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

{1) Each employer shall pay intc the pension accumulation fund an amount equal to 7.47% of the
earned compensation ot each member employed during the whole or part of the preceding payroll period.

{2) If the employer is a district or community college district, the trustees shall budget and pay for
the employer's contribution under the provisions of 20-9-501.

{3) If the employer is the superintendent of public instruction, a public institution of the state of
Montana, a unit of the Montana university system, or the Montana state school for the deaf and blind, the
legislature shall appropriate to the employer an adequate amount to allow the payment of the employer’s
contribution.

(4) If the employer is a county, the county commissioners shall budget and pay for the employer’s
contribution in the manner provided by law for the adoption of a county budget and for payments under
the budget.

{5} All interest and other earnings realized on the money of the retirement system shalt must be
credited to the pension accumulation fund, and the amount required to allow regular interest on the annuity

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

+2 The retirement board may, in its discretion, transfer from the pension accumulation fund an

amount necessary to cover expenses of administration.”

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

"19-20-702. Optional allowances. (1) Until the first payment on account of any benefit becomes
normally due, any member may elect 1o receive one of the optional allowances described in subsection (2)
in lieu of the normal form of retirement ailowance, which is provided for in part-8-eofthis—chapterand

19-20-902 and part 8 of this chapter. {f a memBer dies within 30 days after retirement, the member’s

election to receive an optional allowance is void and the member’s death will be considered as that of an
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active member.

(2} An aptional alowance 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 heneficiary.

(b} Qption B--the aoptional allowance will be paid to the member throughout the member’s lifetime,
and upon the member’s death, one-half of the optional allowance wiil be continued throughout the}ifetime
of the member’s designated beneficiary.

{c) Option C--the optional allowance will be paid to the member thl;oughout 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.

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 vears if the member is 75 years of age or younger at the time of retirement: or

(Bl 20 vears if the member_ is 65 years of age or vounger at the time of retirement.

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

heneficiaries 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:

( Legisiative
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(i} the original beneficiary has died; or

(iiy 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.

(b} Upcn receipt of the request, the board shall actuarially adjust the member’s monthiy retirement
or disability atlowance to reflect the change.

{4) Effective on the first of the month following receipteof-retification-of the death of a person
nominated as the designated beneficiary under subsection {2} (2)(a), {2){b}, or {2}{c), any optional retirement
allowance that is effective after October 1, 1993, will revert ta 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 180 days 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 following receipt of

the retiree's application.”

Section 16. Section 19-20-703, MCA, is amended to read:
"19-20-703. Payments to be monthly. {1] All peasiens-and-annuities-shal retirement allowances

must be paid in equal monthly installments.

{2) The retirement allowance may commence:

{a) no earlier than the first day of the month following the member’s termination date or on the first

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

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

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

{ii} on the first day of the month following the member’s 60th birthday."

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
PERSIORS—aRPUHies; 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:

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

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

{b) awithdrawal 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 ar
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
member retiree or beneficiary is eligible to receive a postretirement adjustment as provided in 19-20-713
if ke the retiree is receiving a: 7

{a) service retirement aliowance aﬂqﬁ—&&—y&&r&e@ag&mﬁdﬂ—&ﬂ%b&#@ﬁ&%@—ﬂﬁhe—yew
that-the-postretirermentadjustment-israde; or

{b) disability or survivorship allowance.

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

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

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

adjustment is made.”

Section 19. Section 19-20-712, MCA, is amended to read:
"19-20-712. Funding for postretirement adjustment -- reserve fund. (1] At the end of each fiscal

year, the board shall determine the total investment income earred minus unrealized gains_or losses on the

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

aF amount equivalent

10 the actuarially reguired investment yield; and

{b) retirement system’s administrative and investment expenses for the fiscal year.
{2} {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.

{ Legislative
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(b} The board shall deposit the amount calculated in subsection (2}(a) in a reserve fund.

(3) Subject to the restrictions contained in subsections {4} and (5}, the board shall annually use
90% of the amount in the reserve fund provided for in subsection {2}({b) to pay a postretirement adjustment
1o eligible members retirees or beneficiaries under 19-20-713.

(4) If the amount in the reserve fund is insufficient to provide an average monthly postretirement
adjustment of at least $1 under 19-20-713, an adjustment may not be made in that calendar year.

(5} The amount availabie for payment of the postretirement allowance is limited to an amount that
would provide a percentage increase in the average service, disability, or survivorship allowance of all

eligible mombers retirees, when combined with the postretirement adjustment, that is equal to or less than

the percentage increase for the previous calendar year in the annual average consumer price index for urban
wage earners and workers compiled by the bureau of labor statistics, United States department of labor,

or its successor agency.”

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

"19-20-713. Payment and amount of postretirement adjustment. (1) Effective January 1 of each
year that funds are available under 13-20-712, a member retiree or beneficiary etigible under 19-20-711
shall receive a postretirement adjustment in the form of a monthly benefit payable for life.

(2) The board shall calculate the amount of the postretirement allowance payable to an eligible
meraber retiree or beneficiary by:

{a) dividing the amount available under 19-20-712(3) for payment of the postretirement allowance
by the total accumulated years of service fbr all eligible membere retirees and beneficiaries;

(b} multiplying the quotient obtained in subsection (2){a) by the member's retiree’s total years of
service;

{c) dividing the product obtained in subsection (2){b) by a factor for calculating a monthly anpuity

retirement_allowance from actuarial tables adopted by the board; and

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

{3} |f a member retiree had elected to receive an optional retirement allowance, the amount of his
the retireg’s postretirement allowance must be adjusted by the appropriate optional factor.

{4) 1f more than one beneficiary is receiving a rrembers retiree’s retirement allowance, the
posiretirement adjustment must be divided in the same manner as the members ratiree’s retirement
{Legistative
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allowance.”

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

"19-20-715. Compensationiimit. {1) Compensation in excess of the limitations set forth in section
401(a}{17) of the Internal Revenue Code must be disregarded for individuals who are not eligible employees.
The limitation on compensation for eligible employees may not be less than the amount that was allowed
to be taken into account under this chapter on July 1, 1993. For purposes of this section, an eligible
employee is an individual who was a member in the retirement system prior to July 7, 1996.

{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 final

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 {2} is considered

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

section 2]. "

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

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

years of creditable service, whose last b years of creditable service were in this state, and who has attained
the age of 60 or has been credited with full-time or part-time service in 25 or more years may retire from

service if ke the member has terminated employment in all positions from which the member is eligible to

retire and files with the retirement board his a written application setting forth the fact of his the member's

retirement.”

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

"19-20-804. Allowance for superaRpuation service retirement. (1) Upon superanpuatien

retiremment—a termination, an eligible member shall must receive a retirement allowance eensisting-efa

arce equal to one-sixtieth of his 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
19-20-412.

{2) Ary Except as provided in subsection (3), a retired member may be empioyed as a part-time

or substitute teacher in Montana and may earn, without loss of retirement benefits, an amount not to
exceed the greater of:

(a) one-third of the sum of #is the member’s average final compensation plus normal annual satary
increases for teaching personnel employed by the school district, state agency, political subdivision, or
university unit that employed the member at the time of retirement; or

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

preceding fiscal year as determined by the retirement board.

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

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

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

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

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

the retirement allowance must be terminated.”

Section 24. Section 19-20-902, MCA, is amended to read:
"19-20-902. Allowancs for disability retirement. (1) Upon retirement for disability, a member must
receive a disability retirement allowance equal to the greater of:

Ha} 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

egual-te one-fourth of the member’s average final compensatian.

(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 compietion

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

completed the full year.”

Section 25. Section 19-20-903, MCA, is amended to read:
"19-20-903. Maedical examination of disability retiree. (1) Once each year during the first 5 years
following the retirement of a member on a disability retirement allowance and once in every 3-year period

thereafter, the retirement board may require ard—aper-the-bereficiarysapplication-shatpermit a disability

berefistary benefit recipient who has not yet attained the age of 80 to undergo a medical examination by

a physician or physicians designated by the retirement board. The examination shal must be made &t the

place of residence of the berefisiary benefit recipient or other place mutuaily agreed upon. Based on the

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

mental iIncapacity, to perform the essential elements of the position heid by the member when the member

retired. If the board determines that the member is notincapacitated, the member's retirement benefit must

be canceled. If the member disagrees with the board’s determination, the member may request the board

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

receipt of the notice of the status change.

(2] A member whose disability retiremient benelit is canceled because the board has determined

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

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

of cancellation ot the disabhility retirement. The member may agree to accept an offer of employment by an

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

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

that the former employee may have ar claim to have. This section does not affact any requirement for the

tormer employee 10 meet or 1o be able to meet professional certification and licensing standards unrelated

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

243) Sheutd If a disability bereficiary benefit recipient who has not yet attained the age of 60

refuse refuses to submit to a medical examination as required in subsection (1), his the recipient’s

allowance may be discontinued until hie withdrawal of sueh the refusal—and-sheuld-his. If a refusal

eentrbe continues for 1 year, all his rights in and to hkis a disability pension may be revoked by the
retirement board.”
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Section 26. Section 19-20-904, MCA, is amended to read:

"19-20-904. Adjustment of allowance. +41-H (1) (a} Except as provided by subsection (1}{b), if

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

occupation paying more than the difference between the berefigiary-s retiree’s retirement allowance and
the benefiotary-g retiree’s average final compensation or the difference between the median salary of those
members retired during the preceding fiscal year and the bereficiary's retiree’s retirement allowance,
whichever is greater, the retirement allowance must be reduced to an amount that, together with the
amount earnable by the beretietary retiree, is equal to the benotetary s retiree’s average final compensation
or the median salary of those members retired during the preceding fiscal year, whichever is greater,

(b) If a disabled retiree is reemployed with the same employer within 30 davs from the member’s

effective date of retirement or if the retired member is gquaranteed reemplayment with the same employer,

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

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

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

terminated.

(2) If the benedietary's disabled retiree’s earning capacity is changed later, the beneficiarys

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

retiree, equals the berofieiary s retiree’s average final compensation.

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

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

recipient.

Section 27. Section 19-20-8905, MCA,, is amended to read:
"19.20-905. Canceliation of allowance and restoration of membership. (1} f a disabiity-beneticiary

hig 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 allowarice shal must cease

and-he. If the retiree is employed by an employer covered under this chapter, the ratiree shall again become

an active member of the retirement system. Any prior service certificate on the basis of which kis the
member’s service was computed at the time of his the member's disability retirement shal must be restored

to full force, and upon his the member’s subsequent retirement, Re-shalt the member must be credited with

saeh the prior service and all kis subsequent service as a member.
{2} If he the member is restored to active serviee membership on or after the attainment of the age

of 655 years, hispenrsien the member’s retirement allowance upon subsequent retirement may not exceed

the pension retirement allowance that ke the member would have received had ke the member remained

in service during the period of kis the member’s previous retirement or the sum of the pensien-which-he

retirement allowance that the member was receiving immediately prior to his the member’'s last restoration

to service and the pension retirement allowance that e the member would have received on account of

his the member’s service since his the member’s last restoration had ke the member entered service at that

time as a new member."

Section 28. Section 19-20-1001, MCA, is amended to read:
"19-20-1001. Allowances for death of member. {1} If 3 member dies before retirement, ks the
member’s accumulated contributions shalt must be paid to his the member’s estate or sueb to a person as

he the member may have nominated by a written designation in_ a manner prescribed by the board and filed

with the retirement board prior to ks the member’s death inthe-mannorpreseribed-by—tho-board,

(2) (a} Inlieu of benefits provided for in subsection (1), if the deceased member qualified by reason
of service for a retirement benefit, the nominated beneficiary neminated-by-tho-deceased-member may elect
10 receive a monthiy-lifo-annuity retirement allowance. The menthiy-tife-annuity-shal retirement allowance

must be determined as prescribed in 19-20-804(1) and section 5, Chapter 549, Laws of 1981, in the same
manner as if the member elected option A provided for in 19-20-702(2(a).

(b} In the event that payments made to an-apAditant a recipient do not equal the amount of the
member’s accumulated contributions prier+4e before the arpuwitant’s member’'s death, the difference

between the total appuity retirement allowance payments made and the amount of the accumulated

contributions sha# at the time of the member’s death must be paid to the beneficiary.

{3} If the deceased member had 5 or more years of creditable service and was an active member
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in the state of Montana within 1 year prierte-his before the member’s death, a lump-sum death benefit of

$500 is payable to his the member’s designated beneficiary.

{4) It a deceased member had 5 or more years of creditable service and was an active member in
the state of Montana within 1 year prior to his the member’s death, the sum of $200 pat a month shal
must be paid to each minor child of the deceased member until sueh the child reaches kis-1-8th-birthday

18 vears of age.”

Section 29. Section 19-20-1002, MCA, is amended to read:
"19-20-1002. Payments upon death of retiree. (1) In the event of the death of a member after
retirement, a death benefit of $500 is payable to his the designated beneficiary.

(2} In the event that payments made to an-appuitant a benefit recipient do not equal the amount

of the member's accumulated contributions prie—te betare the anAuitant-s-death member’s retirement, the

difference between the total retirement allowance paid and the amount of the accumulated contributions
shalt must be paid to the beneficiary.

(3) If a deceased member had & or more years of creditable service and was retired at the time of
kis death, the sum of $200 per a month skalt must be paid to each minor child of the deceased member
retiree until sueh the child reaches kis—8th-birtheay 18 years of age.”

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

an integral part of Title 19, chapter 20, part 8, and the provisions of Title 19, chapter 20, part 8, apply to
[section 1].

(2) {Sections 2 and 4] are intended to be codified as an integral part of Title 19, chapter 20, part
7, and the provisions of Title 19, chapter 20, part 7, apply to [sections 2 and 4].

{3) tSection 3]is intended to be codified as an integral part of Title 19, chapter 20, part 1, and the

provisions of Title 19, chapter 20, part 1, apply to [section 3].

NEW SECTION. Section 31. Coordination instruction. If __ Bill No. [LC 05531 is passed and
approved and if it includes sections that amend 19-20-711 through 19-20-713, then [sections 18 through
20 of this act], amending 19-20-711 through 19;20—713, are void.
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1 NEW SECTION. Section 32. Retroactive applicability. [Section 9] applies retroactively, within the
2 meaning of 1-2-109, to alt occurrences on or after January 1, 1995.
3
4 NEW SECTION. Section 33. Effective date. [This act] is effective on passage and approvai.
5 -END-
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STATE OF MONTANA -~ FISCAL NOTE

Fiscal Note for HBO0134, as introduced

DESCRIPTION QF PROQPOSED LEGISIATION:
A bill that generally revises the laws relating to the Teachers’ Retirement system.

ASSUMPTIONS:
1. HB 124 clarifies certain laws relating to the Teachers’ Retirement System benefits

provisicns 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 TMPACT:
Passage of HB 134 will have no fiscal impact on the state.

QMM? A%w Bl -

DAVE LEWIS, BUDGET DIRECTOR DATE HN JOH ON, PRIMARY SPONSOR DATE
O0ffice of Budget and Program Planning

iscal Note for HB0134, as introduced
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APPROVED BY COM CN
STATE ADMINISTRATION

HOUSE BILL NO. 134
INTRODUCED BY J. JOHNSON, HARRINGTON, SQUIRES, HERTEL, BARTLETT, LYNCH, CHRISTIAENS
BY REQUEST OF THE TEACHERS’' RETIREMENT BOARD

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE LAWS RELATING TO THE
TEACHERS’ RETIREMENT SYSTEM; DEFINING "TERMINATION", "TERMINATION PAY", AND "VESTED";
PROVIDING TERMINATION PAY OPTIONS; CLARIFYING THAT TEACHERS’ RETIREMENT SYSTEM
PROVISIONS MUST COMPLY WITH FEDERAL TAX LAWS REGARDING QUALIFIED PLAN STATUS;
CLARIFYING THE DISTRIBUTION OF BENEFITS TO BENEFICIARIES; CLARIFYING CERTAIN DEFINITIONS;
CLARIFYING DEFINITIONS RELATED TO COMPENSATION USED TO DETERMINE BENEFITS; CLARIFYING
THAT FAMILY LAW ORDERS AFFECTING DISTRIBUTION OF BENEFITS MAY NOT BE ENTERED UNLESS
APPROVED BY THE TEACHERS' RETIREMENT BOARD; GENERALLY REVISING LANGUAGE REFERRING
TO ANNUITIES; REVISING PROVISIONS RELATED TO THE TRANSFER OF SERVICE FROM THE PUBLIC
EMPLOYEES' RETIREMENT SYSTEM; CLARIFYING CERTAIN SERVICE PROVISIONS; CLARIFYING
DISPOSITION OF UNCLAIMED ACCOUNTS; REVISING CERTAIN WITHDRAWAL AND OPTIONAL
ALLOWANCE PROVISIONS; REVISING PAYMENT COMMENCEMENT PROVISIONS; REVISING CERTAIN
DISABILITY RETIREMENT AND REINSTATEMENT FROM DISABILITY PROVISIONS; CLARIFYING
POSTRETIREMENT PROVISIONS; AMENDING SECTIONS 19-20-101, 19-20-104, 19-20-208, 19-20-305,
19-20-409, 19-20-412, 198-20-503, 19-20-602, 19-20-603, 19-20-605, 19-20-702, 19-20-703,
19-20-706, 19-20-711, 19-20-712, 19-20-713, 19-20-715, 19-20-801, 19-20-804, 19-20-902,
19-20-903, 19-20-904, 19-20-905, 19-20-1001, AND 19-20-1002, MCA; AND PROVIDING AN
IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE."

STATEMENT CF INTENT
A statement of intent is required for this bill because [section 3] gives the teachers’ retirement
board authority to adopt administrative rules.
The legislature fiﬁds that it is beneficial to maintain the teachers’ retirement system as a qualified
plan under Internal Revenue Code regulations. Therefore, it is the intent of the legislature that statutory
provisions governing the teachers’ retirement system be subject to federal tax law applicable to public

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 quaiified plan status.

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

NEW SECTION. Section 1. Earned compensation -- part-time service. The earned compensation
of a member who retired under 19-20-802 or 19-20-804 and had less than 3 consecutive years of fuii-time
service during the 5 years preceding the member’s retirement is the compensation that the member would
have earned in the final 3 y2ars had the member’s part-time service been full-time service. To determine
the compensation that the member wouid have earned, the compensation reported must be divided by the

part-time service credited to the member’s account.

NEW SECTION. Section 2. Termination pay. If a member receives termination pay at the time of
termination and elects to retire at that time, the member shall select ane of the tollowing options:

{1} The member may use termination pay in the calculation of the member's average final
compensation. The member and the employer shall pay contributions to the retirement system as
determined by the board to adequately compensate the system for the additional retirement benefit. The
contributions must be made at the time of termination.

(2} The member may use a yearly amount of termination pay added to each of the 3 consecutive
years’ salary used in the calculation of the member’s average final compensation. To determine the amount
of termination pay used in the calculation of average final compensation, termination pay must be divided
by the total number of years of creditable service to determine a yearly amount. The member and the
employer shall pay contributions on the termination pay according to the rates provided for in 19-20-602
and 19-20-805(1).

(3) The member may exclude the termination pay from the average final compensation. A
contribution is not required of either the member or the employer, and any contributions made under

19-20-602 and 19-20-805 must be refunded.

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

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

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

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

NEW SECTION. Section 4. Effect of no designation or no surviving beneficiary. (1} If a beneficiary
is not designated or if no designated beneficiary survives the payment recipient, the estate of the payment
recipient is the beneficiary and is entitled to any lump-sum payment or retirement benefit accrued but not
received prior to the death of the payment recipient. If the estate would not be probated but for the amount
due from the retirement system, all of the amount due must be paid directly, without probate, to the
surviving next of kin of the deceased or to the guardians of the survivor’s estate, share and share alike.

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

{a) husband or wife;

(b} chiidren;

{(c) father and mother;

(d) grandchildren;

(e) brothers and sisters; or

{f) nieces and nephews.

{3} A payment may not be made to a person included in any of the groups listed in subsection (2)
if at the date af payment there is a living person in any of the groups preceding the group of which the
person is a member, as listed. Payment must be made upon receipt from the persaon of an affidavit, upon
a form supplied by the system, that there are no living individuals in the groups preceding the group of
which the person is a member and that the estate of the deceased will not be probated.

(4) The payment must be in full and complete discharge and acquittance of the board and system

on account of the member’s or payment recipient’s death.

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

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

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

{ Legislative

L\_@}‘L‘.-‘i}’j,, -3- HB 134



55th Legislature HB0O134.02

BhowN

Q @O WO N O,

11

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

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 1871 Group Annuity Mortality Table, with ages set back 4 years and an interest rate

of 8% compounded annually.

e+—a) “Average final compensation” means the average of the a member’s earned compensation

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

the highest average and on which contributions have been made as required by 19-20-602 or 18-20-413.

If amounts defined in subsection {6)(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 vyears 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-vear period that constitute average final

compensation must be included in average final compensation as provided under [section_2(2)].
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{61{4) "Beneficiary” means a person ifrecoipt-of-a-pensionarpgityfetirementallowanceorother
benelitprovided-by-the+rotromeontsystom 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.

+A(5) "Creditable service" is that service defined by 19-20-401.
{8}{6) {a) "Earned compensation” means, exceptas limited by 19-20-715, remuneration_exclusive
of maintenance, allowance, and expenses, paid for services by a member out of funds controlied by an

employer—as—defired—underthis—schapter; before any tax-deferred pretax deductions allowed under the
Internal Revenue Code are deducted from the member’'s compensation—exechisive—of maintenance
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{b) Earned compensation does not mean:

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

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

or any other insurance;

{ii} any direct employer payment or reimbursement for professional membership dues; maintenance;

housing; day care: or automobile, travel, lodging, or entertaining expenses; or any simtlar payment for any

form of maintenance, allowance, or expenses;

tiii} the imputed value of health, life, or disability insurance or any other fringe benefits; or

{iv] any noncash benefit provided by an employer to or on behalf of an employee.

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

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

or _severance payment contingent upon the employee terminating employment.

(d} Adding a direct employer-paid or noncash benefit to an employee’s contract or subtracting the

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

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

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

++H{9) "Member” means a person who has an individual account in the annuity savings fund. An
active member is a person included under the provisions of 19-20-302. An inactive member is a person
included under the provisions of 19-20-303.

+21{i0} "Part-time service” means service that is less than full-time or that totals less than 8

months in aRy a normal academic year. Part-time service must be credited in the proportion that the actual

time worked bears compares to full-time service,
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++B311) "Prior service” means employment of the same nature as service defiredHasubscetiont20}
but rendered hefore September 1, 1937,

++6+(12) "Regular interest” means interest at 4% per-anaum a year compounded annually or at sues
ayear Y

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

++4113) "Retirement allowance" means the-anauity-plis-the-pession a payment due monthly to a

person _who has gualified for service or disability retirement_or _due to a beneficiary as provided in

19-20-1001.

+183(14) "Retirement board" or_"board” means the retirement system’s governing board provided
for in 2-15-1010.

+84(15) "Retirement system” or "system" means the teachers’ retirement system of the state of
Montana provided for in 19-20-102.

+2064(16) "Service" means the performance of instructional duties or related activities that would
entitle the person to active membership in the retirement system under the provisions of 18-20-302.

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

member’s employer and all_ if any, payments due upon termination of employment, including but not limited

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

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

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

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

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

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

service upon which contributions have been made, as required by 13-20-602 and 19-20-605, and who has

a right to a future retirement benefit."

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

"19-20-104. Guarantee by state. Regular interest charges payable, the creation and maintenance
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of reserves in the pension accumulation fund, and the maintenance of arAwity—reserves acoumulated

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

ahRdities—pensiens 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:
{1} pick up the contribution of each employed member empteyed-by-him at the rate prescribed by

19-20-602 and transmit the contribution each month to the seeretary executive agirector of the retirement

' board;

{2} pay transmit to the seeretary executive director of the retirement board the employer’s

contribution prescribed by 19-20-605, at the time that the employee contributions are transmitted te—the
SecFotary;

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

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

(5) whenever applicable, inform an employee of bis the right to elect to participate in the optional
retirement program under Title 19, chapter 21;

(6) at the request of the retirement board, certify the names of all persons who are eligible for
membership or who are members of the retirement syétem; and

{7} notify the retirement board of the employment of a person eligible for membership and forward
his the person’s membership application to the boards;

{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 b years preceding the member’s retirement.”

Section 8. Section 13-20-305, MCA, is amended to read:
"19-20-305. Alternate payees -- family law orders. (1} A participant in a retirement system may
have the participant’s rights modified or recognized by a family law order,

(Legistative
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{2) For purposes of this section:
(a) “participant” means a member, retiree, or an actual or potential beneficiary, survivor, or
contingent annuitant of the retirement system designated pursuant to this chapter; and

(b} "family law order” means a certified copy of a judgment, decree, or order of a court ef with

competent jurisdiction urderFiHe-40 concerning child support, parental support, spousal maintenance, or
marital property rights that includes a transfer of all or a portion of a participant’s payment rights in a
retirement system to an alternate payee in compliance with this section.

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

(4) A family law order may not require:

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

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

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

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

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

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

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

payee, or the life of a specified participant. Payments to an alternate payee may be limited to a specific
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amount per month if the number of payments is specified. The alternate payee’s rights and interes1s survive
the alternate payee’s death and may be transferred by inheritance.

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

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

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

the proposed order have been approved by the board.”

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

"19-20-409. Transfer of service credits and contributions from public employees’ retirement
system. (1) An active member may at any time before retirement make a written election with the
retirement board to qualify in the teachers’ retirement system ail of the member’s previous creditable
service in the public employees’ retirement system. The amount that must be paid to the retirement system
to qualify this service under this section is the sum of subsections {2) and (3).

(2}

The public employees’ retirement system shall transfer to the teachers’ retirement system an amount equal
to 72% of the amount payable by the member.

{3} The member shall pay either directly or by transferring contributions on account with the public
employees’ retirement system an amount equal to the member’s accumulated contributions at the time that
active membership was terminated, plus accrued interest. Interest must be calculated from the date of
termination until payment is received by the retirement system, based on the interest tahles in use by the
public employees’ retirement system.

{4} A member who gualifies service from the public employeeas’ retirement system in the teachers’
retirement system must complete 5 years of membership service in the teachers’ retirement system to
quatify ar purchase military service, out-of-state teaching service, employment while on leave, and private
school employment.

(b} The retirement board shall determine the service credits that may be transferred.

{6) 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

teachers’ retirement system and if the member’s service credits from both systems, when combined, entitle
the member’s beneficiary to a death benefit, the payment of the death benefit is the liability of the teachers’
retirement system. Before payment of the death benefit, the public employees’ retirement board must
transfer to the teachers’ retirement system the contributions necessary to qualify this service in the
teachers’ retirement system as pravided in subsections (2) and (3).

{7} |f the retirement board determines that an individual’s membership was erraneously classified
and reported to the public employees’ retirement system, the member’s accumulated contributions and

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

system and any employee and employer contributions due as calculated in 19-20-602 and 18-20-605,
respectively, are the liability of the smpicyee and the employing entity where the error cccurreds

respectively. 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 vear

preceding the transfer reguest.”

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

"19-20-412, Election to purchase additional service. (1) {a) Except as provided in subsection ({3},
a member with 5 years or more of creditable service may make a written election with the retirement board
to purchase, for the purpose of calculating the member’s retirement allowance, 1 year of additional service
for:

(i) each B years of service on which contributions have been made as required under the provisions
of 19-20-602; and

{ii) each b years of membership service as defined in Title 19, chapter 3, for which contributions
have been made as required under the provisions of 19-20-409.

(b) A maximum of b years of additional service may be purchased under this section. A part-time
member may purchase additional service on a prorated basis.

{2) (a) To purchase additional service under this section, a member shall contribute, in a lump-sum
payment or in installments as agreed upon by the member and the retirement board, an amount equal to:

(i) the combined employer and employee rate on July 1, 1989, or the combined rate in effect at
Q.eeislan've
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the time the member is eligible to purchase the service, whichever date is !ater, multiplied by the member’s

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

(i} interest at a rate of B% compounded annually from July 1, 1989, or from the date at which the
member is eligible to purchase the service, whichever date is later.

{b) The earned compensatibn used in calculating the cost of purchasing additional service under
this section is:

(i) for the first year of service purchased, the member’'s earned compensation for full-time service

for the 1988-89 school year or for the member’s fifth year of service, whichever year is later;
{ii) for the second year of service purchased, the member’s earned compensation for full-time

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

(i) for the third year of service purchased, the member’s earned compensation for fuil-time service

for the 1988-89 school year or for the member’s 15th year of service, whichever year is later;
{iv} for the fourth year of service purchased, the member’s earned compensation for_fuil-time

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

{v) for the fifth year of service purchased, the member’s earned compensation for full-time service

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

{3} A member who became a member prior to July 1, 1989, and who is eligible to purchase
creditable service under 19-3-604, 19-3-510, 19-3-512, 19-3-513, 19-20-402, 19-20-403, 19-20-408,
19-20-410, or 19-20-411 may not purchase additional service under this section unless the member elects
in writing to:

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

{b} apply the accumulated contributions made under sections referred to in subsection (3} to the
cost of additional service purchased under this section.

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

retirement.”

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

“19-20-503. Transfer of dormant savings-aeeeunt or unclaimed accounts. (1) The retirement board

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

pension accumutation fund if the account has been dormant for a period of 7 years. Ne A right of the

{ Legislative

by o -12- HB 134



55th Legislature HBO134.02

—

O O W N O s WM

[0 B R T S R e I S N S S o T I R R
o 9 o o~ o O s W N = 0O @ g W N =

member may not be jeapardized by suek the transfer, and the amount shall must be transferred back to the
member’s annuity savings account upon kis 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.”

Section 12. Section 19-20-602, MCA, is amended to read;
"19-20-602. Annuity savings fund -- member’s contribution. The annuity savings fund is a fund

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

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

{1) (a) Each employer, pursuant to section 414(h){2) of the federal internal Revenue Code of 1954,
as amended and applicable on July 1, 1985, shall pick up and pay the contributions that would be payable
by the member under this section for service rendered after June 30, 1985.

{b} The member’s contributions picked up by the employer must be designated for all purposes of
the retirement system as the member’s contributions, except for the determination of a tax upon a
distribution from the retirement system. These contributions must become part of the member’'s
accumulated contributions but must be accounted for separately from those previously accumuliated.

(c) The member’s contributions picked up by the employer must be payable from the same source
as is used to pay compensation to the member and must be included in the member’s earned compensation
as defined in 19-20-101. The employer shall deduct from the member’s compensation an amount eqgual to
the amount of the member’'s contributions picked up by the employer and remit the total of the
contributions to the retirement board.

{d} The deductions must be made notwithstanding that the minimum compensation provided by
law for a member may be reduced by the deductions. Each member is considered to consent to the
deductions prescribed by this section, and payment of salary or compensation less the deductions is a
compiete discharge of all claims for the services rendered by the member during the period covered by the
payment, except as to the benefits provided by the retirement system.

{(2) In addition to the normal contributions and subject to the approval of the retirement board, a
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member may redeposit in the annuity savings fund, by a single paym=aat or by an increased rate of
contribution, an amount equal to accumulated contributions that the member has previously withdrawn,
plus interest in the amount the contributions would have earned had the contributions not been withdrawn.

{3) The accumulated contributions of a member withdrawn by the member or paid to the member’s
estate ar to the member’s designated beneficiary in event of the member’s death must be paid from the
annuity savings fund. Upon the retirement of a member, the member’s accumulated contributions must be

transferred from the annuity savings fund to the pension accumuilation fund.”

Section 13. Section 19-20-603, MCA, is amended to read:
"19-20-603. Withdrawal of accumulated contributions -- options. Ary An inactive member electing

to do s0 or any g 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 er-persens

accumulated contributions from the annuity aeeeuwrt savings fund in the retirement system in accordance
with the following provisions:

{1} An inactive member under the provisions of subseetientH-er{3}ef 12-20-303(1) or {3) may
elect, without right of revocation, to withdraw the member’s accumulated contributions. If the member
does not withdraw the accumulated contributions, thé 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, aay a person
gualifying as an inactive membher under the provisions of 19-20-303(2) may withdraw the member’s
accumulated contributions unless the member returns to active membership.

(3) Amy A 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 the all or any portion
of the member’s accumulated contributions split-The-tax-deferred-portion-of-the-centributionsmay-be paid
directiy-to—en-ndividualretirernent-aeeauntorother rolled over oy transferred into another qualified plan

designated by the member—and-the-ether. The portion not rolled over or transferred must be paid directly

to the terminating member. The board shall provide forms for making the written request. The terminating
member is responsible for correctly designating an account or plan eligible to receive the tax-deferred

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:
"19-20-606. Pension accumulation fund -- employer’s contribution. The pension accumulation fund

is the fund in which the reserves for payment of persiors-ard-arpeties retirement allowances and benefits

must be accumulated and from which persiers—anpaities; retirement allowances and benefits must be paid

to ereraccount-ei-benehiciaries-credited-with-prior-service retirees or their beneficiaries. Contributions to

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

{1) Each employer shall pay into the pension accumulation fund an amount equal to 7.47% of the
earned compensation of each member employAed during the whole or part of the preceding payroll period.

{2} 1f the employer is a district or community college district, the trustees shall budget and pay for
the employer’s contribution under the provisions of 20-9-501.

{3) If the employer is the superintendent of public instruction, a public institution of the state of
Montana, a unit of the Montana university system, or the Mantana state school for the deaf and blind, the
legislature shall appropriate to the employer an adequate amount to allow the payment of the employer’s
contribution.

{4) If the employer is a county, the county commissioners shall budget and pay for the employer’s
contribution in the manner provided by law for the adeoption of a county budget and for payments under
the budget.

(5) All interest and other earnings realized on the money of the retirement system shall must be
credited to the pension accumulation fund, and the amount required to allow regular interest on the annuity

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

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

amount necessary to cover expenses of administration.”

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

"19-20-702. Optional allowances. (1) Until the first payment on account of any henefit becomes
normally due, any member may elect to receive one of the optional allowances described in subsection (2)
in lieu of the normal form of retirement allowance, which is provided for in par8-ef-this—echapter—and

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

election to receive an optional altowance is void and the member’s death will be considered as that of an
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active member.

(2) An optianal 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
payabie 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 opticnal 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) Onption 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.

life--a retirement allowance will be paid for a certain pericd 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 vears 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.

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

beneficiaries to receive payments if the member dies befgre 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

{ii) the member bas heen divorced from the original beneficiary and the original beneficjary has not
been granted the right to receive the optional retirement allowance as part of the divorce sattlement.

(b} 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 reeeiptotrotificateneof the death of a person

nominated as the designated beneficiary under subsection {2} {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 retirernent allowance
availablie at the time of retirement. The normal form of retirement allowance availabie must be increased
by the value of any postretirement adjustments received hy the member since the effective date of

retirement. The retired member _may, within 3+88-days 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

following receipt of the retiree’s application."

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

"19-20-703. Payments to be monthly. (1) All persiers—andanroitiesshal retirement allowances

must be paid in equal monthiy installments.

(2) The retirement allowance may commence:

(a} no earlier than the first day of the month following the member’s termination date or on the first

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

(b)_if requested by the inactive member_in writing:

{i)_an the first day of a later month; or

(i) on the first day of the month following the member’'s 80th birthday."

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

penstens—anndities; 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 staie of Montana except for:

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

b} a withdrawal paid under 19-20-6803 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
momber retiree or beneficiary is eligible to receive a postretirement adjustment as provided in 19-20-713
if ke the retiree is receiving a:

{a) service retirement allowance a
that-the-pestratirement-adiustment-is-made; or

{b) disability or survivorship allowance.

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

subsection {1) unless he the retiree or beneficiary has been receiving a monthly service, disability, or

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

adjustment is made.”

Section 19. Section 19-20-712, MCA,, is amended to read:
"19-20-712. Funding for postretirement adjustment -- reserve fund. (1} At the end of each fiscal

vear, the hoard shall determine the total investment income eatned minus unreaiized gains or fosses on the

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

amount equivalent

to the actuarially required investment vield; and

{b) retirement system’s administrative and investment expenses for the fiscal year.
(2) (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)(a) in a reserve fund.

(3) Subject to the restrictions contained in subsections {4) and (5), the board shall annualiy use
90% of the amount in the reserve fund provided for in subsection (2}(b) to pay a postretirement adjustment
to eligible members retirees or beneficiaries under 19-20-713.

{(4) If the amount in the reserve fund is insufficient to provide an average monthiy postretirement
adjustment of at least $1 under 19-20-713, an adjustment may not be made in that calendar year.

{5} The amount available for payment of the postretirement allowance is limited to an amount that
would provide a percentage increase in the average service, disability, or survivorship allowance of all
eligible members retirees, when combined with the postretirement adjustment, that is equal to or less than
the percentage increase for the previous calendar year in the annual average consumer price index for urban
wage earners and workers compiled by the bureau of labor statistics, United States department of labor,

or its successor agency.”

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

"19-20-713. Payment and amount of postretirement adjustment. {1) Effective January 1 of each
year that funds are available under 19-20-712, a merber retiree or beneficiary eligible under 19-20-711
shall receive a postretirement adjustment in the form of @ monthly benefit payable for fife.

{2} The board shall calculate the amount of the postretirement allowance payable to an eligible
rmerrber retiree or beneficiary by:

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

by the total accumulated years of service for all eligible rembers retirees and beneficiaries;

(b)Y multiplying the quotient obtained in subsection (2}{a) by the mrember's retiree’s total years of
SEervice;
{c) dividing the product obtained in subsection (2)(b) by a factor far calculating a monthly arfaity

retirement allowance from actuarial tables adopted by the board; and

{d} applving the provisions contained in subsections (3) and (4).

(3} If a mermber retiree had elected to receive an optional retirement allowance, the amount of his
the retiree’s postretirement allowance must be adjusted by the appropriate optional factor.

(4) If more than one beneficiary is receiving a members retiree’s retirement allowance, the
postretirement adjustment must be divided in the same manner as the members retiree’s retirement
[fgglslarive
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allowance.”

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

"19-20-715. Compensation limit. (1) Compensation in excess cf the limitations set forth in section
401(a}(17) of the internal Revenue Code must be disregarded for individuals whao are not eligible employees.
The limitation on compensation for eligible employees may not be less than the amount that was allowed
to be taken into account under this chapter on July 1, 1993. For purposes of this section, an eligible
gmployee is an individual who was a member in the retirement system prior to July 1, 1896.

{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 vears 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.

{3) Earned compensation in excess of the amount specified in _subsection (2} is considered

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

[section 2]. "

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

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

years of creditable service, whose last b years of creditable service were in this state, and who has attained
the age of 60 or has been credited with full-time or part-time service in 25 or more years may retire from

service if ke the member has terminated employment in all positions from which the member is eligible to

retire and files with the retirement board kis a written application setting forth the fact of his the member’s

retirement.”

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

"19-20-804. Allowance for superaRnuation service retirement. (1) Upon superanpuation

retrerrent—a termination, an eligible member shalt must receive a retirement allowance eepsisting—ofa

8 equal to one-sixtieth of &is 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
19-20-412.

{2) Ay Except as provided in subsection (3), a retired member may be employed as a part-time

or substitute teacher in Montana and may earn, without loss of retirement benefits, an amount not to
exceed the greater of:

{a} one-third of the sum of ks the member’s average final compensation plus normal annuat salary
increases for teaching personnel employed by the school district, state agency, political subdivision, or
university unit that employed the member at the time of retirement; or

{(b) one-third of the median of the average final compensation for members retired during the
preceding fiscal year as determined Bv the retirement board.

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

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

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

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

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

the retirement allowance must be terminated.”

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

"19-20-902. Allowance for disability retirement. (1) Uponretirement for disability, amember must
receive a disability retirement allowance equal to the greater of:

+H{a} 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

eguakte one-fourth of the member’s average final compensation.

{2] The earned compensationin 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 vear. 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 wou'ld nave earned had the member

completed the full vear.”

Section 25. Section 19-20-903, MCA, is amended to read:
"19-29-903. Medical examination of disability retiree. (1) Once each year during the first 5 years

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

thereafter, the retirement board may require ard—apor-the-berncfisiary sappheation—shallpermit a disability

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

a physician or physicians designated by the retirement board. The examination skall must be made at the

place of residence of the berefictary benefit recipient or other place mutually agreed upon. Based on the

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

mental incapacity, to perform the essential elements of the position held by the member when the member

retired, if the board determines that the member is not incapacitated, the member’s retirement benefit must

be canceled. If the member disagrees with the board’s determination, the member may request the board

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

receipt of the notice of the status change.

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

that the member is no longer incapacitated must be given preference by the member’s farmer empleyer for

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

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

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

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

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

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

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

£4(3) Sheuld If a disability benefisiary benefit recipient who has not yet attained the age of 60

rafuse refuses to submit to a medical examination as required in subsection {1}, his the recipient’s

allowance may be discontinued until kis withdrawal of sueh the refusalard-sheutdtis, |f a refusal

eontinge continues for 1 year, all his rights in and to his a disabitity pension may be revoked by the
retirement board."
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Section 26. Section 19-20-904, MCA, is amended to read:

"19-20-904. Adjustment of allowance. {4 (1) (a) Except as provided by subsection {1){b}, if

aretiree receiving a disability berefetary retirement allowance is engaged in or is able to engage in a gainfui

occupation paying more than the difference between the bereficiary’s retiree’s retirement allowance and
the beneficiary-s retiree’s average final compensation or the difference between the median salary of those
members retired during the preceding fiscal year and the benefietary-s retiree’s retirement allowance,
whichever is greater, the retirement allowance must be reduced to an amount that, together with the

amount earnable by the beneficiary retiree, is equal to the benefictary s retiree’s average final compensation

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

(b} If a disabled retiree is reemployed with the same employer within 30 days from the member's

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

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

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

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

terminated.

{2) If the bereficiarys disabled retiree’s earning capacity is changed later, the berefieiary's

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

allowance originally granted or an amount that, when added to the amount earnable by the bereHeary
retiree, equals the bereficiary’s retiree’s average final compensation.
{3) The board may, in its discretion, require a recipient of a disability retirement allowance to

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

recipient.

Section 27. Section 19-20-905, MCA, is amended to read:
"19-20-805. Cancellation of allowance and restoration of membership. (1) If a disgbiity-beneficiary

his disabled retiree is employed fuli-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 shal must cease

and-he. If the retiree is employed by an employer covered under this chapter, the retiree shall again become

an active member of the retirement system. Any prior service certificate on the basis of which his the
member’s service was computed at the time of kis the member’s disability retirement shal must be restored

to full force, and upon his the member’'s subsequent retirement, ke-shall the memher must be credited with

sueh the prior service and all his subsequent service as a member.

{2} if be the member is restared to active serviee membership on or after the attainment of the age

of 55 years, hispensien the member’s retirement allowance upon subseguent retirement may not exceed

the pensien retirement allowance that ke the member would have received had ke the member remained

in servige during the period of his the member’s previous retirement or the sum of the persien-which-he

retirement ailowance that the member was receiving immediately prior to bis the member’s last restoration

to service and the pensien retirement allowance that ke the member would have received on account of

kis the member’s service since his the member’s tast restoration had ke the member entered service at that

time as a new member."

Section 28. Section 19-20-1001, MCA, is amended to read:
"19-20-1001. Allowances for death of member. (1) [f a member dies before retirement, his the
member’s accumulated contributions shalh must be paid to kis the member’'s estate or s46h to a person 4s

ho the member may have nominated by a written designation in a manner prescribed by the board and filed
with the retirement board prior to bis the member’s death ir-the-manne—praseribed-by-the-board,

(2) (a} In lieu of benefits provided for in subsection (1), if the deceased member qualified by reason
of service for a retirement benefit, the nominated beneficiary rominated-by-the-deceasedmember may elect
to receive a menthiy-tfe-annuity retirement allowance. The menathiy-Hio-apauity-shal retirement allowance

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

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

{b) In the event that payments made to ar-apnditant 3 recipient do not equal the amount of the
member’s accumulated contributions prier—e before the ampuitant’s member’s death, the difference
between the total amrAwity retirement allowance payments made and the amount of the accumulated

contributions skall at the time of the member’'s death must be paid to the beneficiary.

{3) If the deceased member had 5 or more years of creditable service and was an active member
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in the state of Montana within 1 year prierte-his before the member’s death, a lump-sum death benefit of

$500 is payable to kis the member’s designated beneficiary.

(4) If a deceased member had b or more years of creditable service and was an active member in
the state of Montana within 1 year prior to kis the_ member’s death, the sum of $200 per a month shali
must be paid to each minor child of the deceased member until sueh the child reaches his—18th-birthday

18 vears of age.”

Section 29. Section 19-20-1002, MCA, is amended to read:
"19-20-1002. Payments upon death of retiree. (1) In the event of the death of a member after
retirement, a death benefit of $500 is payable to his the designated beneficiary.

(2) In the event that payments made to ar-aAruitant a benefit recipient do not equal the amount

of the member’s accumulated contributions prierte before the arpuitant's-death member's retirement, the

difference between the total retirement allowance paid and the amount of the accumulated contributions
shalt must be paid to the beneficiary.

{3) If a deceased member had 5 or more years of creditable service and was retired at the time of
higs death, the sum of $200 e+ a month shal must be paid to each minor child of the deceased rember

retiree until sueh the child reaches his—8th-birthday 18 years of age.”

NEW SECTION. Section 30. Cadification instruction. (1) [Section 1] is intended to be codified as
an integral part of Title 19, chapter 20, part 8, and the provisions of Title 19, chapter 20, part 8, apply to
[section 11.

{2) [Sections 2 and 4] are intended to be codified as an integral part of Title 19, chapter 20, part
7. and the provisions of Title 19, chapter 20, part 7, apply to [sections 2 and 4].

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

pravisions of Title 19, chapter 20, part 1, apply to [section 3].

NEW SECTIQON. Section 31. Coordination instruction. If __ Bill No. [LC O553] is passed and
approved and if it includes sections that amend 19-20-711 through 19-20-713, then {sections 18 through

20 of this act], amending 19-20-711 through 19-20-713, are void.
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1 NEW SECTION. Section 32. Retroactive applicability. [Section 3] applies retroactively, within the
2 meaning of 1-2-109, to all occurrences on or after January 1, 1995,
3
4 NEW SECTION. Section 33. Effective date. [This act} is effective on passage and approvai.
5 -END-
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HOUSE BILL NQ. 134
INTRODUCED BY J. JOHNSON, HARRINGTON, SQUIRES, HERTEL, BARTLETT, LYNCH, CHRISTIAENS
BY REQUEST OF THE TEACHERS' RETIREMENT BOARD

A BiLL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE LAWS RELATING TO THE
TEACHERS' RETIREMENT SYSTEM; DEFINING "TERMINATION", "TERMINATION PAY", AND "VESTED";
PROVIDING TERMINATION PAY OPTIONS; CLARIFYING THAT TEACHERS' RETIREMENT SYSTEM
PROVISIONS MUST COMPLY WITH FEDERAL TAX LAWS REGARDING QUALIFIED PLAN STATUS;
CLARIFYING THE DISTRIBUTION OF BENEFITS TO BENEFICIARIES; CLARIFYING CERTAIN DEFINITIONS;
CLARIFYING DEFINITIONS RELATED TO COMPENSATION USED TQ DETERMINE BENEFITS; CLARIFYING
THAT FAMILY LAW QRDERS AFFECTING DISTRIBUTION OF BENEFITS MAY NOT BE ENTERED UNLESS
APPROVED BY THE TEACHERS’ RETIREMENT BOARD; GENERALLY REVISING LANGUAGE REFIéRRING
TO ANNUITIES; REVISING PROVISIONS RELATED TO THE TRANSFER OF SERVICE FROM THE PUBLIC
EMPLOYEES’ RETIREMENT SYSTEM; CLARIFYING CERTAIN SERVICE PROVISIONS; CLARIFYING
DISPOSITION OF UNCLAIMED ACCOUNTS; REVISING CERTAIN WITHDRAWAL AND QPTIONAL
ALLOWANCE PROVISIONS; REVISING PAYMENT COMMENCEMENT PROVISIONS; REVISING CERTAIN
DISABILITY RETIREMENT AND REINSTATEMENT FROM DISABILITY PROVISIONS; CLARIFYING
POSTRETIREMENT PROVISIONS; AMENDING SECTIONS 19-20-101, 19-20-104, 19-20-208, 19-20-305,
19-20-409, 19-20-412, 19-20-503, 19-20-602, 19-20-603, 18-20-605, 19-20-702, 18-20-703,
19-20-706, 198-20-711, 19-20-712, 19-20-713, 18-20-715, 19-20-801, 19-20-804, 19-20-802,
19-20-903, 19-20-904, 19-20-905, 19-20-1001, AND 19-20-1002, MCA; AND PROVIDING AN
IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE."

THERE ARE NO CHANGES IN THIS BILL AND IT WILL NOT BE
REPRINTED. PLEASE REFER TO SECOND READING COPY
(YELLOW) FOR COMPLETE TEXT.
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APPRCVED BY CCM ON
STATE ADMINISTRATION

HOUSE BILL NO. 134
INTRODUCED BY J. JOHNSON, HARRINGTON, SQUIRES, HERTEL, BARTLETT, LYNCH, CHRISTIAENS
BY REQUEST OF THE TEACHERS' RETIREMENT BOARD

A BiILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE LAWS RELATING TO THE
TEACHERS’ RETIREMENT SYSTEM; DEFINING "TERMINATION", "TERMINATION PAY", AND "VESTED";
PROVIDING TERMINATION PAY OPTIONS; CLARIFYING THAT TEACHERS' RETIREMENT SYSTEM
PROVISIONS MUST COMPLY WITH FEDERAL TAX LAWS REGARDING @UALIFIED PLAN STATUS:
CLARIFYING THE DISTRIBUTION OF BENEFITS TO BENEFICIARIES; CLARIFYING CERTAIN DEFINITIONS;
CLARIFYING DEFINITIONS RELATED TO COMPENSATION USED TO DETERMINE BENEFITS; CLARIFYING
THAT FAMILY LAW ORDERS AFFECTING DISTRIBUTION OF BENEFITS MAY-NOT BEENTERED-UNLESS
ARRROVED MUST CONTAIN A STATEMENT THAT THE ORDER IS SUBJECT TO REVIEW AND APPROVAL

BY THETEACHERS’ RETIREMENT BOARD; GENERALLY REVISING LANGUAGEREFERRING TO ANNUITIES;
REVISING PROVISIONS RELATED TO THE TRANSFER OF SERVICE FROM THE PUBLIC EMPLOYEES'
RETIREMENT SYSTEM; CLARIFYING CERTAIN SERVICE PROVISIONS; CLARIFYING DISPOSITION Of
UNCLAIMED ACCOUNTS; REVISING CERTAIN WITHDRAWAL AND CPTIONAL ALLOWANCE PROVISIONS;
REVISING PAYMENT COMMENCEMENT PROVISIONS; REVISING CERTAIN DISABILITY RETIREMENT AND
REINSTATEMENT FROM DISABILITY PROVISIONS; CLARIFYING POSTRETIREMENT PROVISIONS;
AMENDING SECTIONS 19-20-101, 19-20-104, 19-20-208, 19-20-305, 19~20—L‘L_99, 19-20-412, 19-20-503,
19l-20-602, 19-20-603, 19-20-605, 19-20-702, 19-20-703, 19-20-706:,1' 19-20-711, 19-20-712,
19-20-713, 19-20-715, 19-20-801, 19-20-804, 19-20-902, 19-20-903, 19-20-804, 19-20-905,
19-20-1001, AND 19-20-1002, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A
RETROACTIVE APPLICABILITY DATE."

STATEMENT OF INTENT
A statement of intent is required for this bill because [section 3] gives the teachers’ retirement
board authority to adopt administrative ruies.
The legislature finds that it is beneficial to maintain the teachers’ retirement system as a qualified
plan under Internal Revenue Code regulations. Therefore, it is the intent of the legisiature that statutory

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

compliance with federal law and necessary to maintain a federal tax qualified plan status.

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

NEW SECTION. Section 1. Earned compensation -- part-time service. The earned compensation
of a member who'retired under 19-20-802 or 19-20-804 and had less than 3 consecutive years of fuil-time
service during the 5 years preceding the member’s retirement is the compensation that the member woutd
have earned in the final 3 years had the member’s part-time service been full-time service. To determine
the compensation that the member would have earned, the compensation reported must be divided by the

part-time service credited to the member’s account.

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

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

{1) The member may use termination pay in the calculation of the member’s average final
compensation. The member and the employer shall pay contributions to the retirement system as
determined by the board to adequately compensate the system for the additional retirement benefit. The
contributions must be made at the time of termination.

(2} The member may use a yearly amount of termination pay added to each of the 3 consecutive
years’ salary used in the calcuiation of the member’s average final compensation. To determine the amount
of termination pay used in the calculation of average final compensation, termination pay must be divided
by the total number of years of creditable service to determine a yearly amount. The member an.d the
emplaver shall pay contributions on the termination pay according to the rates provided for in 19-20-602
and 19-20-605(1).

(3) The member may exclude the termination pay from the average final compensation. A
contribution is not required of either the member or the employer, and any contributions made under

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

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

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
provision is either ineffective or must be interpreted to conform to the federal qualification requirements

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

NEW SECTION. Section 4. Effect of no designation or no surviving beneficiary. (1) If a beneficiary
is not designated or if no designated beneficiary survives the payment recipient, the estate of the payment
recipient is the beneficiary and is entitled to any lump-sum payment or retirement benefit accrued but not
received prior to the death of the payment recipient. If the estate would not be probated but for the amount
due from the retirement system, all of the amount due must be paid directly, without probate, to the
surviving next of kin of the deceased or to the guardians of the survivor's estate, share and share alike.

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

{a} husband or wife;

{b) children;

{c}) father and mother;

{d} grandchildren;

{e) brothers and sisters; or

{f) nieces and nephews,

(3} A payment may not be made to a person included in any of the groups listed in subsection {2)
if at the date of payment there is a living person in any of the groups preceding the group of which the
person is a member, as listed. Payment must be made upon receipt from the person of an affidavit, upon
a form supplied by the system, that there are no Iiviﬁg individuals in the groups preceding the group of
which the person is a member and that the estate of the deceased will not be probated.

{4) The payment must be in full and complete discharge and acquittance of the board and system

on account of the member’s or payment recipient’s death.

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

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

{1} "Accumulated contributions” means the sum of all the amounts deducted from the

compensation of a member or paid by a member and credited to 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
benefit at the time of retirement.
{2) "Actuariai 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.

{B}—a} "Average final compensation” means the average of the a member’s earned compensation

ef-a-member during the 3 consecutive years of full-time service or as provided under [section 1] 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 {B)(b} have been converted by an empioyer to earned compensation for

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

6 fiscal years preceding the member’s retirement, the amounts may be included in the calculation of

average final compensation. |f amounts defined in subsection (6)(b) have heen 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 vnder [section 2(2)].
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{64{4) "Beneficiary"” means a person if

berofit-provided-by-the+otirermenteystem formally designated by a member, retiree, or benetit recipient to

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

5] "Creditable service” is that service defined by 19-20-401.
{84{6) {a) "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—definred-under-this—chapter; before any tax-deferred pretax deductions allowed under the
Internal Revenue Code are deducted from the member’'s compensation—exslusive—of—maintenance,
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(b} Earned compensation does not mean:

(i) direct emplioyer premium payments an behalf of members for health or dependent care expense

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

or_any other insurance;

(i) 'anv direct employer payment or reimbursement for prefessional membership dues; maintenance;

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

form of maintenance, allowance, or expenses;

{iii} the imputed value of health, life, or disability insurance or any other fringe benefits: or

{iv) any noncash benefit provided by an emplover to or on behalf of an employee.

{c} Earned compensation does not include lump-sum payments in respect to unused, accumulated

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

or severance payment contingent upon the employee terminating employment.

{d) Adding a direct emplover-paid or noncash benefit to an employee’s contract or subtracting the

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

{81{7) "Employer" means the state of Montana, the trustees of a district, or any other agency or
subdivision of the state that employs a person who is designated a member of the retirement system.

+404{8] "Full-time service” means service that is full-time and that extends over a normal academic
year of at least 9@ months. With respect to those members employed by the office of the superintendent
of public instruction, any other state agency or institution, or the office of a county superintendent, full-time
service means service that is full-time and that totals at least 9 months in any year.

HH{9) "Member" means a person who has an individual account in the annuity savings fund. An
active member is a person incfuded under the provisions of 19-20-302. An inactive member is a person
included under the provisions of 19-20-303.

24(10) "Part-time service” means service that is less than full-time or that totals less than 9

months in any a_normal academic year. Part-time service must be credited in the proportion that the actual

. Legisiative

. Servic -6 -
‘\_f}jvis?;n 6 HB 134



55th Legislature HB0134.03

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

time worked bears compares to full-time service.

HB}(11) "Prior service” means employment of the same nature as service definad-insubsection420}
but rendered before September 1, 1837,

6112) "Regular interest” means interest at 4% perannum a year compounded annually or at sueh

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

HA(13) "Retirement allowance™ means the-arpuity-plusthe-pensien a pavment due monthly to a

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

19-20-1001.

#8414} "Retirement board" or "board" means the retirement system’s governing board provided
for in 2-15-1010.

204(15) "Retirement system” or "system"” means the teachers’ retirement system of the state of
Montana provided for in 19-20-102.

£204(16) "Service" means the performance of instructional duties or related activities that would
entitle the person to active membership in the retirement system under the provisions of 19-20-302.

{17} "Termination” means that the member has severed the employment relationship with the

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

1o accrued sick and annual leave balances, have been paid 10 the member.

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

payments contingent on _the employee terminating employment; any lump-sum payment for deferred

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

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

{19) "Vested" means that a member has been credited with at least 5 full vears of membership

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

a_right to a future retirement benefit.”

Section 6. Section 19-20-104, MCA, is amended to read:
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*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 armuiy-—+ossrves accumulated
contributions in the annuity tesarve savings fund, as provided for in this chapter, and the payment of all

anauities—pensions retirerent 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:
(1) pick up the contribution of each employed member employed-by-him at the rate prescribed by

19-20-602 and transmit the contribution each month to the sesratary gxecutive director of the retirement

board;

(2) pay transmit to the eeecretary executive director of the retirement board the employer’s
contribution prescribed by 19-20-605, at trhe time that the employee contributions are transmitted to-the
FOGrEaTaRY,;

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

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

(5} whenever applicable, inform an employee of his the right to elect to participate in the optionai
retirement program under Title 19, chapter 21;

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

(7) notify the retirement board of the employment of a person efigible for membership and forward”
his the person’s membership application to the board:;

{8) if the emplover 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. (1) A participant in a retirement system may
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have the participant’s rights modified or recognized by a family taw order.

{2) For purposes of this section:

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

{b) "family law order” means a certified copy of a judgment, decree, or arder of a court ef with

competent jurisdiction whde~Titte-40 concerning child support, parental support, spousal maintenance, or
marital property rights that includes a transfer of all or a portion of a participant’s payment rights in a
retirement system to an alternate payee in cémpliance with this section.

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

(4} A family law order may not require:

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

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

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

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

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

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

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

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

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

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

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

implement this section.

OBLIGATION CONCERNING PAYMENTS BY THE RETIREMENT SYSTEM MUST CONTAIN A STATEMENT

THAT THE ORDER IS SUBJECT TO REVIEW AND APPROVAL BY THE BOARD."

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

"19-20-409, Transter of service credits and contributions from public employees’ retirement
system. (1) An active member may at any time before retirement make a written election with the
retirement board to qualify in the teachers’ retirement system ail of the member's previous creditable
service in the public employees’ retirement system. The amount that must be paid to the retirement system

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

The public employees’ retirement system shall transfer to the teachers’ retirement system an amount equal
to 72% of the amount payable by the member.

(3} The member shall pay either directly or by transferring contributions on account with the public
employees’ retirement system an amount equal to the member’s accumulated contributions at the time that
active membership was terminated, plus accrued interest. Interest must be calculated from the date of
termination until payment is received by the retirement system, based on the interest tables in use by the
public employees’ retirement system,

{(4) A member who qualifies service from the public employees’ retirement system in the teachers’
retirement system must complete b years of membership service in the teachers’ retirement system to
qualify or purchase military service, out-of-state teaching service, employment while on leave, and private
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school employment.
(8) The retirement board shall determine the service credits that may be transferred.
{6) If an active member who also has creditable service in the public employees’ retirement system

before becoming a member of the teachers’ retirement system dies before qualifying this service in the

teachers’ retirement system and if the member’s service credits from both systems, when combined, entitle
the member’s beneficiary to a death benefit, the payment of the death benefit is the liability of the teachers’
retirement system. Before payment of the death benefit, the public employees’ retirement board must
transfer to the teachers’ retirement system the contributions necessary to qualify this service in the
teachers’ retirement system as provided in subsections {2} and (3}.

{7) 1if the retirement board determines that an individual’'s membership was erroneously classified
and reported to the public employees’ retirement system, the member's accumulated contributions and

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

system and any'employee and employer contributions due as calculated in 19-20-602 and 19-20-605,
respectivelty, are the liability of the embloyee and the employing entity where the error occurred;

respectively. 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 pgol rate earned by the board of investments in the fiscal year

preceding the transfer request.”

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

"19-20-412. Election to purchase additional service. (1) (a) Except as provided in subsection {3),
a member with 5 years or more of creditable service may make a written election with the retirement board
ta purchase, for the purpose of calculating the member’s retirement allowance, 1 year of additional service
for: |

(i) each b years of service on which contributions have been made as required under the provisions
of 19-20-602; and

(i) each b years of membership service as defined in Title 19, chapter 3, for which contributions
have been made as required under the provisions of 19-20-409,

(b} A maximum of b years of additional service may be purchased under this section. A part-time

member may purchase additional service on a prorated basis.
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{2) {a) Topurchase additionél service under this section, a member shall contribute, in a lump-sum
payment or in installments as agreed upon by the member and the retirement board, an amount equal to:
(i} the combined employer and employee rate on July 1, 1989, or the combined rate in effect at
the time the member is eligible to purchase the service, whichever date is later, muitiplied by the member’s

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

(i} interest at a rate of 8% compounded annually from July 1, 1989, or from the date at which the
member is eligible to purchase the service, whichever date is later.

{b} The earned compensation used in calculating the cost of purchasing additional service under
this section is:

{i) for the first year of service purchased, the member’s earned compensation for full-time service

for the 1988-B9 school year or for the member’s fifth year of service, whichever year is later;
(il for the second year of service purchased, the member’'s earned compensation for full-time
service for the 1988-89 schaol year or for the member’s 10th year of service, whichever vear is later;

(i} for the third year of service purchased, the member’s earned compensation for full-time service

for the 1988-89 school year or for the member’s 15th year of service, whichever year is later;
(ivl for the fourth year of service purchased, the member’'s earned compensation for full-time
service for the 1988-89 school year or for the member’s 20th year of service, whichever year is later; and

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

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

(3) A member who became a member prior to July 1, 1989, and who is eligible to purchase
creditable service under 19-3-504, 19-3-510, 19-3-512, 19-3-513, 19-20-402, 19-20-403, 19-20-408,
19-20-410, ar 19-20-411 may not purchase additional service under this section unless the member elects
in writing to:

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

(b) apply the accumulated contributions made under sections referred to in subsection (3) to the
cost of additional service purchased under this section,

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

retirement.”

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

{ Legislative
N Services -12 - HB 134

wLlelsaon



56th Legislature HB0134.03

w0

(@3]

11
12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

"19-20-503. Transfer of dormant savings-acceunt or unclaimed accounts. (1) The retirement board

may, in its discretion, transfer the amount in the annuity savings account of an inactive member to the
pension accumulation fund if the account has been dormant for a period of 7 years. Me A right of the
member may not be jeopardized by sweb the transfer, and the amount shall must be transferred back to the
member’s annuity savings account upon kis the member’s request.

(2) Retirement benefits must be claimed within b years of the date of the member’s death. |f the

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

account balance reveris to the pension trust fund."”

Section 12. Section 19-20-602, MCA, is amended to read:
"19-20-602. Annuity savings fund -- member’s contribution. The annuity savings fund is a fund

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

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

(1) (a) Each employer, pursuant to section 414{h)(2) of the federal Internal Revenue Cade of 1954,
as amended and applicable on July 1, 1985, shall pick up and pay the contributions that would be payable
by the member under this section for service rendered after June 30, 1985,

{b} The member’s contributions picked up by the employer must be designated for all purposes of
the retirement system as the member’s contributions, except for the determination of a tax upon a
distribution from the retirement system. These contributions must become part of the member’s
accumulated contributions but must be accounted for separately from those previously accumulated.

{c) The member's éontributions picked up by the employer must be payable from the same source
as is used to pay compensation to the member and must be included in the member’s earned compensation
as defined in 19-20-101. The employer shall deduct from the member’s compensation an amount equal to
the amount of the member’s contributions picked up by the employer and remit the total of the
contributions to the retirement board.

(d) The deductions must be made notwithstanding that the minimum compensation provided by
law for a member may be reduced by the deductions. Each member is considered to consent to the

deductions prescribed by this section, and payment of salary or compensation less the deductions is a
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complete discharge of all claims for the services rendered by the member during the period covered by the
payment, except as to the benefits provided by the retirement system,

{2} In addition to the normal contributions and subject to the approval of the retirement board, a
member may redeposit in the annuity savings fund, by a single payment or by an increased rate of
contribution, an amount equal to accumulated contributions that the member has previously withdrawn,
plus interest in the amount the contributions would have earned had the contributions not been withdrawn.

{3) The accumulated contributions of a member withdrawn by the member or paid to the member’'s
estate or to the member’s designated beneticiary in eve}wt of the member’'s death must be paid from the
annuity savings fund. Upon the retirement of a member, the member’s accumulated contributions must be

transferred from the annuity savings fund to the pension accumulation fund.”

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

"19-20-603. Withdrawal of accumulated contributions -- options. Aay Aninactive member electing

to do so or any a 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 e~persans

accumulated contributions from the annuity aeeewnrt savings fund in the retirement system in accordance
with the following provisions:

{1} An inactive member under the provisions of subsection{1}-eri3lef 19-20-303(1) or (3) may
elect, without right of revocation, to withdraw the member’s accumulated contributions. |f the member
does not withdraw the accumulated contributions, the member remains an inactive member of the
retirement system with the right to qhalify for its benefits.

(2} Upon recovery from a disabling illness or separation from the armed forces, ary a person
gualifying as an inactive member under the provisions of 19-20-303(2) may withdraw the member’s
accumulated contributions unless the member returns to active membership.

{3) Any A 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 the all or any portion

of the member’s accumulated contributions s

directlyto-an-individualretirornent-account-arother rolled over or transferred into another qualified plan

designated by the member—and-the-athes, The portion not roiled 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

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

amount in order to continue the tax-deferred status of the amount.”

" Section 14. Section 19-20-808, MCA, is amended to read;
"19-20-605. Pensionaccumulation fund -- employer’s contribution. The pension accumulation fund

is the fund in which the reserves for payment of persions-and-anpuaities retirement allowances and benefits

must be accumulated and from which persiers—arrditias, retirement allowances and benefits must be paid

ige retirees or their beneficiaries. Contributions to

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

{1} Each employer shall pay into the pension accumulation fund an amount equal to 7.47 % of the
earned compensation of each member employed during the whole or part of the preceding payroll period,

{2} If the employer is a district or community college district, the trustees shall budget and pay for
the employer’s contribution under the provisions of 20-9-601.

(3} If the employer is the superintendent of public instruction, a public institution of the state of
Montana, a unit of the Montana university system, or the Montana state school for the deaf and blind, the
legislature shall appropriate to the employer an adequate amount to allow the payment of the employer’s
contribution.

{4} If the employer is a county, the county commissioners shall budget and pay for the employer's
cantribution in the manner provided by law for the adoption of a county budget and for péyments under
the budget. |

{5) All interest and other earnings realized on the money of the retirement system &haH must be
credited to the pension accumulation fund, and the amount required to aliow regular interest on the annuity

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

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

amount necessary to cover expenses of administration.”

Section 15. Section 19-20-702, MCA, is amended to read:
"19-20-702. Optional allowances. {1) Until the first payment on account of any benefit becomes
(\Legl'slative
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normally due, any member may elect to receive one of the optional allowances described in subsection (2)
in lieu of the normal form of retirement allowance, which is provided for in part-8-ofthis—chapter—and

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

election to receive an optional allowance is void and the member’s death will be considered as that of an
active member.

(2) 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 pravides 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 foliowing
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.

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

is greatef.

(i} 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 vears if the member is 65 years of age or younger at the time of retirement.

(i} 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. Uniess

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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(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

(i) the member has been divorced from the original beneficiary and the original beneficiary has not
been granted the right te receive the optional retirement allowance as part of the divorce settlement.

(b} Upon receipt of the request, the board shail actuarially adjust the member’s monthly retirement
or disability allowance to reflect the change.

(4) Effective on the first of the month following receiptefnetitication-af the death of a person

nominated as the designated beneficiary under subsection &2} {2)(a), (2)(b), or (2)(c), any optional retirement

allowance that is etfective 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 180-days 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.”

Section 16. Section 19-20-703, MCA, is amended to read:
"19-20-703. Payments to be monthly. (1) All pensions-and-arnuities-ehall retirement allowances

must be paid in equal monthly installments.

(2) The retirement allowance may commence:

{a) no earlier than the first day of the month following the member’s termination date or on the first

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

(b) _if requested by the inactive member_in writing:

(i} _on the first day of a later month; or

(i) on the first day of the month following the member’s 60th birthday.”

Section 17. Section 13-20-706, MCA, is amended to read:
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"19-20-706. Exemption from taxation and legal process. Except as provided in 19-20-305, the

penRsiohs—anRWites: 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:

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

{b} awithdrawal paid under 19-20-603 of a rnember’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 gtherwise, 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
member retiree or beneficiary is eligible to receive a postretirement adjustment as provided in 19-20-713
if ke the retiree is receiving a:

(a) service raetirement allowance a

that-the-postrotirerrent-adjustrontieadse; or
{b) disability or survivorship allowance.
(2) A member retiree or beneficiary is ineligible to receive a postretirement adjustment under

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

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

adjustment is made.”

Section 19, Section 19-20-712, MCA, is amended to read:
"19-20-712. Funding for postretirement adjustment -- reserve fund. (1) At the end of each fiscal

vear, the board shall determir_ae the total investment income earred minus unrealized gains or losses on the

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

amount equivalent
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to the actuarially required investment yield; and

(b) retirement system’s administrative and investment expenseks for the fiscal vear.

(2) (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.
{b) The board shall deposit the amount calculated in subsection (2}{a) in a reserve fund.

(3) Subject to the restrictions contained in subsections (4) and {5}, the board shall annually use
90% of the amount in the reserve fund provided for in subsection (2}(b) to pay a postretirement adjustment
to eligible members retirees or beneficiaries under 19-20-713.

(4) If the amount in the reserve fund is insufficient to provide an average monthly postretirement
adjustment of at least $1 under 19-20-713, an adjustment may not be made in that calendar year.

(5) The amount available for payment of the postretirement aflowance is limited 1o an amount that
would provide a percentage increase in the average service, disabifity, or survivorship allowance of all

eligible rrembers retirees, when combined with the postretirement adjustment, that is equal to or less than

the percentage increase for the previous calendar year in the annual average consumer price index for urban
wage earners and workers compiled by the bureau of labor statistics, United States department of labor,

or its successor agency.”

Section 20. Section 19-20-713, MCA, is amended 10 read:

"19-20-713. Payment and amount of postretirement adjustment. (1} Effective January 1 df each
year that funds are available under 19-20-712, a member retiree or beneficiary eligible under 19-20-711
shall receive a postretirement adjustment in the form of a monthly benefit payable for life.

{2} The beoard shall calculate the amount of the postretirement allowance payable to an eligible
mamber retiree or heneficiary by:

{a) dividing the amount available under 19-20-712(3) for payment of the postretirement allowance
by the total accumulated years of service for all eligible members retirees and beneficiaries;

{b) multiplying the quotient obtained in subsection (2)}{a) by the members retiree’s total years of
Service;

{c) dividing the product obtained in subsection (2){b) by a factor for calculating a monthly arauity

retirement allowance from actuarial tables adopted by the board; and

{d) applying the provisions contained in subsections {3) and (4},

-
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{3) f a mamber retiree had elected to receive an optional retirement allowance, the amount of his
the retiree’s postretirement allowance must be adjusted by the appropriate optional factor.

(4) i more than one beneficiary is receiving a members retiree’s retirement allowance, the
postretirement adjustment must be divided in the same manner as the members retiree’s retirement

allowance."

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

"19-20-715, Compensation limit. {1} Compensation in excess of the limitations set forth in section
401(a){17) of the Internal Revenue Code must be disregarded for individuals who are not eligible employees.
The limitation on compensation for eliginle employees may not be fess than the amount that was aflowed
to be taken into account under this chapter on July 1, 1993, For purposas of this section, an eligible
employee is an individual who was a member in the retirement system prior to July 1, 1996.

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

compensation reparted in each year of the 3 vears that make up the average final compensation may not

be greater than 110% of the previous vear’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 baoard.

{3) Earned compensation in excess of the amount specified in subsection (2) is considered

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

section 21. "

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

"19-20-801. Eligibility for suberannuation service retirement. A member who has at least 5 full
years of creditable service, whose last & years of creditable service were in this state, and who has attained
the age of 60 or has been credited with iull-time or part-time service in 25 or more years may retire from

service if ke the member_has terminated employment in all positions from which the member is eligible to

retire and files with the retirement board hie a written application setting forth the fact of his the member’s

retirement.”

Section 23. Section 19-20-804, MCA, is amended to read:
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"19-20-804. Allowance for superannuation service retirement. (1) Upon superannuation

ratiremont—a termination, an eligible member shalt must receive a retirement allowance censisting-of-a

equal to one-sixtieth of his the

member’s average final compensation_as limited by 19-20-715, 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.

{2) Apy Except as provided in subsection {3}, a retired member may be employed as a part-time

ar substitute teacher in Montana and may earn, withaut lass of retirement benefits, an amount not to
exceed the greater of:

(a) one-third of the sum of his the member’s average final compensation plus normal annual salary
increases for teaching personnel employed by the school district, state agency, political subdivision, or
university unit that employed the member at the time of retirement; or

(b) one-third of the median of the average final compensation for members retired during the
preceding fiscal year as determined by the retirement board.

{3} If an early-retired member under 19-20-802 is reemployed with the same employer within 30

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

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

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

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

the retirement aliowance must be terminated,”

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

"19-20-902. Allowance for disability retirement. (1) Upon retirement for disability, a member must
receive a disability retirement allowance equal to the greater of:

+{a) 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

19-20-4124

or

equal-te one-fourth of the member’s average final compensation.
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{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 yvear. 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."”

Section 25. Section 19-20-903, MCA, is amended to read:
"19-20-903. Medical examination of disability retiree. (1) Once each year during the first 5 years
following the retirement of a member on a disablility retirement allowance and once in every 3-year period

thereafter, the retirement board may require ard—upen-the-boneficiary s-appheation—shal-permit a disability

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

a physician or physicians designated by the retirement board. The examination sha# must be made at the

place of residence of the benefistary benefit recipient or other place mutually agreed upon. Based on the

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

mental incapacity, to perform the essential elements of the position held by the member when the member

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

be canceled. If the member disagrees with the board’s determination, the member may request the board

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

receipt of the notice of the status change.

{2} A member whose disability retirement benefit is canceled because the board has determined

that the member is no fonger incapacitated must be given preference by the member’s former emplover for

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

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

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

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

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

former empiovee 1o meet or 1o be able to meet professional certification and licensing standards unrelated

to_the previous disability, otherwise necessary for reinstatement to duty.

+2}+{3] Sheuid |f a disability beneficiary benefit recipient who has not yet attained the age of 60
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refuse refuses to submit to a medical examination as required in subsection (1), kis the recipient's
allowance may be discontinued until his withdrawal of sueh the refusal—and—shewld—his. If a refusal

continge continues for 1 year, all his rights in and to hie a disability pension may be revoked by the

retirement board."

Section 26. Section 19-20-904, MCA, is amended to read:

"19-20-904. Adjustment of allowance. (+-H (1) (a) Except as provided by subsection (1}(b}, i

a retiree receiving a disability beneficiary retirement allowance is engaged in or is able ta engage in a gainful

occupation paying more than the difference between the bereficiary’s retiree’s retirement allowance and
the benrsfisiary—s retiree’s average final compensation or the difference between the median salary of those
members retired during the preceding fiscal year and the beneficiary—6 retiree’s retirement allowance,

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

amount earnable by the berneficiary retiree, is equal to the beneficiary s retiree’s average final compensation
or the median salary of those members retired during the preceding fiscal year, whichever is greater.

{b) If a disabled retiree is reemployed with the same employer within 30 days from the member’s

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

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

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

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

terminated.

(2) If the bereficiarye disabled retiree’s earning capacity is changed later, the benreficiarys

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

allowance originally granted or an amount that, when added to the amount earnable by the bereficiary
retiree, equals the bereficiarys retiree“s average final compensation.

(3) The board may, in its discretion, require a recibient of a disability retirement allowance to
annually submit an earning statement and any documentation necessary to support the earnings of the

recipient.

| Legislative
TVIC, - -
L, Djvision 23 HB 134



55th Legislature _ HBC134.03

[« RN (o TR v » RN S AR o B & 7 A L B

—_ ek e e
W N =

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

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

"19-20-905. Cancellation of allowance and restoration of membership. (1) If a disability-beneficiary

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

of active membership, as provided under _19-20-302, the retiree’s retirement allowance shall must cease

and-he, If the retiree is employed by an employer covered under this chapter, the retiree shall again become

an active member of the retirement system. Any prior service certificate on the basis of which bis the
member’s service was computed at the tima of Ais the member’s disability retirement shal must be restored

to full force, and upon bis the member’s subsequent retirement, he-shalt the member must be credited with

sush the prior service and all bis subsequent service as a member.
" (2) If he the member is restored to active serviee membership on or after the attainment of the age

of 55 years, hispenasion the member’s retirement allowance upon subsequent retirement may not exceed

the pension retirement allowance that he the member would have received had he the member remained

in service during the period of kis the member’s previous retirement or the sum of the persisr—which-he
retirement allowance that the member was receiving immediately prior to his the member’s last restoration

to service and the pension retirement allowance that he the member would have received on account of

his the member’s service since his the member’s last restoration had ke the member entered service at that

time as a new member.”

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, kis the
member’s accumulated contributions shall must be paid to his the member’s estate or sueh to_a person as
ke the member may have nominated by a written designation in_a manner prescribed by the board and filed

with the retirement board prior to his the member’'s death in-the-mannerprescribed-by the-board.

{2} (&) Intieu of benefits provided for in subsection (1), if the deceased member qualified by reason

of service for a retirement benefit, the nominated beneficiary reminated-by-the-deceased-member may elect
to receive a menthly-life-apruity retirement allowance. The monthlylife-arnuity shall retirement allowance

must be determined as prescribed in 12-20-804(1) and section 5, Chapter 549, Laws of 1981, in the same
manner as if the member elected option A pravided for in 19-20-702(2)(a}.

{b} In the event that payments made to an-anpuitant a recipient do not equal the amount of the
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member’s accumulated contributions priete before the appuitants member’'s death, the difference

between the total amruity retirement allowance payments made and the amount of the accumulated

contributions skal at the time of the member’s death must be paid to the beneficiary.

(3) I the deceased member had 5 or more years of creditable service and was an active member

in the state of Montana within 1 year prete-his before the member's death, a lump-sum death benefit of

$500 is payable to his the member’s designated beneficiary.

{4} If a deceased member had 5 or more vears of creditable service and was an active member in
the state of Montana within 1 year prior to bis the member’s death, the sum of $200 per a month shak
must be paid to each minor child of the deceaséd member until exeh the child reaches his18th-birthday

18 years of age."”

Section 29. Section 19-20-1002, MCA, is amended to read:
"19-20-1002. Payments upon death of retiree. (1) In the event of the death of a member after
retirement, a death benefit of $500 is payable to his the designated beneficiary.

(2) In the event that payments made to ap-arauitant a_benefit recipient do not equal the amount

of the member’s accumulated contributions priete before the anpuitants-daath member’s retirement, the

difference between the total retirement allowance paid and the amount of the accumulated contributions
shall must be paid to the beneficiary.
{3) If adeceased member had 5 or mare years of creditable service and was retired at the time of

his death, the sum of $200 per 2 month shall must be paid to each minar child of the deceased member

retiree until eueh the child reaches kie18th-birthday 18 vears of age.”

NEW SECTION. Section 30. Codification instruction. (1) [Section 1] is intended to be codified as
an integral part of Title 12, chapter 20, part 8, and the provisions of Title 19, chapter 20, part 8, apply to '
[section 1].

(2) [S‘ections 2 and 4] are intended to be codified as an integral part of Title 19, chapter 20, part
7. and the provisions of Title 19, chapter 20, part 7, apply to [sections 2 and 4].

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

provisions of Title 19, chapter 20, part 1, apply to {section 3].
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NEW SECTION. Section 31. Coordination instruction. If ___ Bill No. [LC 0553] is passed and
approved and if it includes sections that amend 19-20-7117 through 19-20-713, then [sections 18 through

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

NEW SECTION. Section 32. Retroactive applicability. [Section 9] applies retroactively, within the

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

NEW SECTION. Section 33. Effective date. [This act| is effective on passage and approval.
-END-
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HOUSE BILL NO. 134
INTRODUCED 8Y J. JOHNSON, HARRINGTON, SQUIRES, HERTEL, BARTLETT, LYNCH, CHRISTIAENS
BY REQUEST OF THE TEACHERS' RETIREMENT BOARD

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE LAWS RELATING TO THE
TEACHERS’ RETIREMENT SYSTEM; DEFINING "TERMINATION", "TERMINATION PAY", AND "VESTED";
PRCOVIDING TERMINATION PAY OPTIONS; CLARIFYING THAT TEACHERS' RETIREMENT SYSTEM
PROVISIONS MUST COMPLY WITH FEDERAL TAX LAWS REGARDING QUALIFIED PLAN STATUS;
CLARIFYING THE DISTRIBUTION OF BENEFITS TO BENEFICIARIES; CLARIFYING CERTAIN DEFINITIONS;
CLARIFYING DEFINITIONS RELATED TO COMPENSATION USED TO DETERMINE BENEFITS; CLARIFYING
THAT FAMILY LAW ORDERS AFFECTING DISTRIBUTION OF BENEFITS MAY-NOT BE-ENTERED UNLESS
ARRROWVED MUST CONTAIN A STATEMENT THAT THE ORDER IS SUBJECT TQ REVIEW AND APPROVAL

BY THETEACHERS RETIREMENT BOARD; GENERALLY REVISING LANGUAGEREFERRING TO ANNUITIES;
REVISING PROVISIONS RELATED TO THE TRANSFER OF SERVICE FROM THE PUBLIC EMPLOYEES®
RETIREMENT SYSTEM,; CLARIFYING CERTAIN SERVICE PROVISIONS; CLARIFYING DISPOSITION OF
UNCLAIMED ACCOUNTS; REVISING CERTAIN WITHDRAWAL AND OPTIONAL ALLOWANCE PROVISIONS;
REVISING PAYMENT COMMENCEMENT PROVISIONS; REVISING CERTAIN DISABILITY RETIREMENT AND
REINSTATEMENT FROM DISABILITY PROVISIONS; CLARIFYING POSTRETIREMENT PROVISIONS;
AMENDING SECTIONS 19-20-101, 19-20-104, 19-20-208, 19-20-305, 19-20-409, 19-20-412, 19-20-503,
19-20-602, 19-20-603, 19-20-605, 19-20-702, 19-20-703, 19-20-706, 19-20-711, 19-20-712,
19-20-713, 19-20-715, 19-20-801, 19-20-804, 19-20-902, 19-20-903, 19-20-904, 19-20-905,.
19-20-1001, AND 19-20-1002, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A
RETROACTIVE APPLICABILITY DATE."

STATEMENT OF INTENT
A statement of intent is required for this bill because [section 3] gives the teachers’ retirement
board authority to adopt administrative rules.
The legislature finds that it is beneficial to maintain the teachers’ retirement system as a qualified
plan under Internal Revenue Code regutations. Therefore, it is the intent of the legisiature that statutory

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

compliance with federal law and necessary to maintain a federal tax qualified plan status.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. Earned compensation -- part-time service. The earned compensaticn
of a member who retired under 19-20-802 or 19-20-804 and had less than 3 consecutive years of full-time
service during the 5 years preceding the member’s retirement is the compensation that the member would
have earned in the final 3 years had the member’s part-time service been full-time service. To determine
the compensation that the member would have earned, the compensation reported must be divided by the

part-time service credited to the member’s account.

NEW SECTION. Section 2. Termination pay. If a member receives termination pay at the time of
termination and elects to retire at that time, the member shall select one of the following options:

(1) The member may use termination pay in the calculation of the member's average final
compensation. The member and the empioyer shall pay contributions to the retirement system as
determined by the beard to adequately compensate the system for the additional retirement benefit. The
contributions must be made at the time of termination.

(2) The member may use a yearly amount of termination pay added to each of the 3 consecutive
years’ salary used in the catculation of the member’s average final compensation. To determine the amount
of termination pay used in the calculation of average final compensation, termination pay must be divided
by the total number of years of creditable service to determine a yearly amount. The member and the
employer shall pay contributions on the termination pay according to the rates provided for in 19-20-602
and 19-20-605(1).

(3) The member may exclude the termination pay from the average final compensation. A
contribution is not required of either the member or the employer, and any contributions made under

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

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

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
provision is either ineffective or must be interpreted to conform to the federal gualification requirements

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

NEW SECTION. Section 4. Effect of no designation or no surviving beneficiary. [ 1) if a beneficiary
is not designated or if no designated beneficiary survives the payment recipient, the estate of the payment
recipient is the beneficiary and is entitled to any lump-sum payment or retirernent benefit accrued but not
received prior to the death of the payment recipient. If the estate would not be probated but for the amaount
due from the retirement system, all of the amount due must be paid directly, without probate, to the
surviving next of kin of the deceased or to the guardians of the survivor's estate, share and share alike.

{2} Payment must be made in the same order in which the following groups are listed:

{a) husband or wite;

(b} children;

{c) father and mother;

{d) grandchildren;

(e} brothers and sisters; or

{fi nieces and nephews.

(3) A payment may not be made to a person included in any of the groups listed in subsection (2)
if at the date of payment there is a living person in any of the groups preceding the group of which the
person is a member, as listed. Payment must be made upon receipt from the person of an atffidavit, upon
a form supplied by the system, that there are no living individuals in the groups preceding the group of
which the person is a member and that the estate of the deceased will not be probated.

{4} The payment must be in full and complete discharge and acquittance of the board and system

on account of the member’s or payment recipient’s death.

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

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

{1} "Accumulated contributions" means the sum of all the amounts deducted from the
compensation of a member or paid by a member and credited to 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
benefit at the time of retirement.
{2) "Actuarial equivalent” means a benefit of equal value when computed, with regular interast,

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

of 8% compounded annually.

{—at "Average final compensation” means the average of the a member’s earned compensation

ef-a-membar during the 3 consecutive years of full-time service ar as provided under [section_1] that yield

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

If amounts defined in subsection (6){b} have been converted by an emplover to earned compensation for

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

5 fiscal vears preceding the member’s retirement, the amounts may be included in the calculation of .

average final compensation. |f 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]].
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"Beneficiary” means a person A

bonstit-provided-by—the-retirerment-system formally designated by a member, retiree, ar benefit recipient to

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

{246) "Creditable service” is that service defined by 19-20-401.
{8}{6) (a) "Earned compensation” means, eéxcept 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-detired-undarthis—chapier; before any tax-deferred pretax deductions allowed under the
Internal Revenue Code are deducted from the member's compensation—exshisive—si—rrartenance,
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(b} Earned compensation does not mean:

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

accounts or any employer_contribution for health, medical, pharmaceutical, disability, life, vision, dental,

or any other insurance;

i) 'anv direct employer payment or reimbursement for professional membership dues; maintenance;

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

form of maintenance, allowance, or expenses;

insurance or any other fringe henefits; or

{livl any noncash benefit provided by an employer to or on behalf of an emplovee.

{c) Earned compensation does not include lump-sum _payments in respect to unused, accumuiated

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

or severance payment contingent upon the employee terminating employment,

{d) Adding a direct employer-paid or noncash benefit to an employee’s contract or subtracting the

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

$1(7) "Employer” means the state of Montana, the trustees of a district, or any other agency or-
subdivision of the state that employs a person who is designated a member of the retirement system.

H104(8) "Full-time service” means service that is full-time and that extends over a narmal academic
year of at least 9 months. With respect to those members employed by the office of the superintendent
of public instruction, any other state agency or institution, or the office of a county superintendent, full-time
service means service that is full-time and that totals at least 9 months in any year.

#31(9] "Member" means a person who has an individual account in the annuity savings fund. An
active member is a person included under the provisions of 19-20-302. An inactive member is a person
included under the provisions of 19-20-303.

+-2H10} "Part-time service” means service that is less than full-time or that totals less than 9

months in apy @ normal academic year. Part-tima service must be credited in the proportion that the actual
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time worked bears compares to full-time service.

++B3(11) "Priar service" means employment of the same nature as service definedmrsubsecticni20}

but rendered before September 1, 1937,
{16+4(12) "Regular interest” means interest at 4% peranrpum @ year compounded annually or at sush

other a rate as may be set by the retirement board in accordance with 19-20-501{2).

343{13) "Retirement allowance"” means the-arpuity-plis-the-panrsien a payment due monthly to a

person who has qualified for service or disability ratirement or due to_a beneficiary as provided in

19-20-1001.

+183(14) "Retirement board” or "board” means the retirement system’s governing board provided
for in 2-15-1010.

+183(15) "Retirement system" or "system” means the teachers’ retirement system of the state of
Montana provided for in 19-20-102.

{204(16)} "Service" means the performance of instructional duties or related activities that would
entitle the person to active membership in the retirement system under the provisions of 19-20-302,

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

mamber’'s employer and all, if any, payments due upon termination of employment, including but not limitad

1o accrued sick and annual leave balances, have been paid to the member.

{18} "Termination pay"” means any form of termination pay made at the time of retirement or death;

payments contingent on the employee terminating employment; any lump-sum payment for deferred
compensation, sick leave, or accumulated vacation credit; or any other payment for time not worked other

than compensation received while on sick leave or authorized leave of absence,

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

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

a right to a future retirement benefit.”

Section 6. Section 19-20-104, MCA, is amended to read:
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"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 amrpuity—reserves accumulated

gontributions in the annuity reserva savings fund, as provided for in this chapter, and the payment of all

anauities-peRsions retirement allowances, refunds, and other benefits granted under the retirement systam

are obligations of the state of Montana.”

Section 7. Section 19-20-208, MCA, is amended to read:
"19-20-208. Duties of amployer. £ach employer shall:
{1} pick up the contribution of each employed member empleyed-by-him at the rate prescribed by

19-20-602 and transmit the contribution each month to the seeretary executive director of the retirement

board;

(2) pay lransmit 10 the secretary executive director of the retirement board the employer’s

contribution prescribed by 19-20-605, at the time that the employee contributions are transmitted te-the
GosFatary;

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

{4) upon the employment of a person who is required 1o become a member of the retirement
system, inform him the person of his the rights and obligations relating to the retirement system;

{(6) whenever applicable, inform an employee of his the right to elect to participate in the optional
retirement program under Title 19, chapter 21;

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

{7) notify the retirement board of the employment of a persan eligible for membership and forward
his the person’s membership application to the board-;

{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 vears preceding the member’s retirement."”

Section 8. Section 19-20-305, MCA, is amended to read:
"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) For purposes of this section:
{a) "participant" means a member,_retiree, or an actual or potential beneficiary, survivor, or

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

{b) "family iaw order” means a certified copy of a judgment, decree, or order of a court af with
competent jurisdiction waderTide-48 concerning child support, parental support, spousal maintenance, or
marital property rights that includes a transfer of all or a portion of a participant’s payment rights in a
retirement system to an alternate payee in compliance with this section,

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

{4) A family law order may not require;

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

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

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

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

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

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

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

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

| Legistative ‘
N, Services -9 - HB 134

“ !_)jvision



55th Legisiature HBO134.03

S ]

~N o g s W

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

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

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

implement this section.

OBLIGATION CONCERNING PAYMENTS BY THE RETIREMENT SYSTEM MUST CONTAIN A STATEMENT

THAT THE QRDER IS SUBJECT TO REVIEW AND APPROVAL BY THE BOARD."

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

“19-20-409. Transfer of service credits and contributions from public employees’ retirement
system. (1) An active member may at any time before retirement make a written election with the
retirement board to qualify in the teachers’ retirement system all of the member’s previous creditabie
service in the public employees’ retirement system. The amount that must be paid to the retirement system
to qualify this service under this section is the sum of subsections (2} and (3).

{2]

The public employees’ retirement system shall transfer to the teachers’ retirement system an émount equal
to 72% of the amount payable by the member,

(3} The member shall pay either directly or by transferring contributions on account with the public
employees’ retirement system an amount equal to the member’s accumuiated contributions at the time that
active membership was terminated, plus accrued interest, Interest must be calculated from the date of
terminaticn until payment is received by the retirement system, based on the interest tables in use by the
public employees’ retirement system.

(4} A member who qualifies service from the public employess’ retirement system in the teachers’
retirement system must complete & years of membership service in the teachers’ retirement system to

gualify or purchase military service, out-of-state teaching service, employment while on leave, and private
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school employment.
(5) The retirement board shall determine the service credits that may he transferred.

(6) If an active member who also has creditable service in the public employees’ retirement system

before becoming a member of the teachers’ retirement system dies before qualifying this service in the
teachers’ retirement system and if the member’s service credits from both systems, when combined, entitle
the member’s beneficiary to a death benefit, the payment of the death benefit is the liability of the teachers’
retirement system, Before payment of the death benefit, the public employees’ retirement board must
transfer to the teachers’ retirement system the contributions necessary to qualify this service in the
teachers’ retirement system as provided in subsections ({2} and (3).

{7} If the retirement board determines that an individual's membership was erroneously classified
and reported to the public emplioyees’ retirement system, the member’'s accumulated ceontributions and

service, together with emplover contributions plus interest, must be transferred to the teachers’ retirement

system and any employee and employer contributions due as calcuiated in 19-20-602 and 19-20-605,
respectively, are the liability of the employee and the employing entity where the error occurreds

respectively. For the period of time that the employer contributions are held by the public employeges’

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.”

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

"19-20-412. Election to purchase additional service. {1} {a) Except as provided in subsection (3],
a member with 5 years or more of creditable service may make a written election with the retirement board
to purchase, for the purpose of calculating the member’s retirement allowance, 1 year of additional service
for:

(i} each 5 years of service on which contributions have been made as required under the provisions
of 19-20-602; and

(i} each & years of membership service as defined in Title 19, chapter 3, for which contributions
have been made as required under the provisians of 19-20-409.

(b} A maximum of b years of additional service may be purchased under this section. A part-time
member may purchase additional service on a prorated basis,
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{2) {a) Topurchase additional service under this section, a member shall contribute, in a fump-sum
payment or in installments as agreed upon by the member and the retirement board, an amount equal to:
(i} the combined employer and employee rate on July 1, 1989, or the combined rate in effect at
the time the member is eligible to purchase the service, whichever date is later, multiplied by the member’s

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

liit interest at arate ot 8% compounded annually from July 1, 1989, or from the date at which the
member is eligible to purchase the service, whichever date is later.

{b) The earned compensation used in calculating the cost of purchasing additional service under
this section is:

(i) for the first vear of service purchased, the member’'s earned compensation for full-time service

for the 1988-89 school year or for the member’s fifth year of service, whichever year is later;
{iil for the second year of service purchased, the member’s earned compensation for full-time
service for the 1988-89 school vear or for the member’s 10th year of service, whichever year is later;

{ii} for the third year of service purchased, the member’s earned compensation for full-time service

for the 1988-89 school year or for the member’'s 15th year of service, whichever year is later;
{ivi for the fourth year of service purchased, the member’s earned compensation for_full-time

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

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

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

(3} A member who became a member prior to July 1, 1989, and who is eligible to purchase
creditable service under 19-3-604, 19-3-510, 19-3-512, 19-3-513, 18-20-402, 19-20-403, 19-20-408,
19-20-41C, or 19-20-411 may not purchase additional service under this section unless the member elects
in writing to:

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

{b} apply the accumulated contributions made under sections referred to in subsection (3) to the
cost of additional service purchased under this section.

(4} Additicnal service purchased under this section may not be used to qualify a member for service

retirement.”

Section 11. Section 19-20-503, MCA, is amended to read:
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"19-20-503. Transfer of dormant savings-aeeeunt or unclaimed accounts. (1) The retirement board

may, in its discretion, transfer the amount in the annuity savings account of an inactive member to the
pension accumulation fund if the account has been dormant for a period of 7 years. Ne A right of the
member may not be jeopardized by saeh the transfer, and the amount skal must be transferred back to the
member’s annuity savings account upon ks 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."

Section 12. Section 19-20-602, MCA, is amended to read:
"19-20-602. Annuity savings fund -- member’'s contribution. The annuity savings fund is a fund

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

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

{1) (a) Each employer, pursuant to section 414(h}(2) of the federal Internal Revenue Code of 1954,
as amended and applicable on July 1, 1985, shall pick up and pay the contributions that would be payable
by the member under this section for service rendered after June 30, 1985,

{b) The member’s contributions picked up by the employer must be designated for all purposes of
the retirement system as the member’s contributions, except for the determination of a tax upcn a
distribution from the retirement system. These contributions must become part of the member's
accumulated contributions but must be accounted for separately from those previously accumulated.

{c) The member’s contributions picked up by the employer must be payable from the same source
as is used to pay compensation to the member and must be included in the member’s earned compensation
as defined in 19-20-107. The employer shall deduct from the member’s compensation an amount equai to
the amount of the member’s contributions picked up by the empioyer and remit the total of the
contributions to the retirement board.

{d) The deductions must be made notwithstanding that the minimum compensation provided by
law for a member may be reduced by the deductions. Each member is considered to consent to the
deductions prescribed by this section, and payment of salary or compensation less the deductions is a
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complete discharge of ail claims for the services rendered by the member during the period covered by the
payment, except as to the benefits provided by the retirement system.

{2) In addition to the normal contributions and subject to the approval of the retirement board, a
member may redeposit in the annuity savings fund, by a single payment or by an increased rate of
contribution, an amount equal to accumulated contributions that the member has previously withdrawn,
plus interest in the amount the contributions would have earned had the contributions not been withdrawn.

(3) The accumulated contributions of a member withdrawn by the member or paid to the member’s
estate or to the member’s designated beneficiary in event of the member’'s death must be paid from the
annuity savings fund. Upon the retirement of a member, the member’s accumuilated contributions must be

transferred from the annuity savings fund to the pension accumulation fund.”

Section 13. Section 19-20-603, MCA, is amended to read:
“19-20-603. Withdrawal of accumulated contributions -- options. Aay An inactive member electing

to do so or any a person whose membership terminates without a prospect or anticipation that the member

will return to work for an employer within 80 days of termination may withdraw the member’s epessans

accumulated contributions from the annuity aeseunt savings fund in the retirement system in accordance
with the following provisions:

{1} An inactive member under the provisians of subsestienti-er3oef 19-20-303(1) or (3} 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, apy a person
qualifying as an inactive member under the provisions of 19-20-303{2) may withdraw the member’s
accumulated contributions unless the member returns to active membership.

{31 Any A 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 the all or any portion

of the member’s accumulated contributions s

diractiy-to-an-individual rotirementassount-orother rolled over or transferred into another qualified plan
designated by the member—and-the-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
member is responsible for correctly designating an account or plan eligible to receive the tax-deferred

amount in order to continue the tax-deferred status of the amount.”

“Section 14. Section 19-20-805, MCA, is amended to read:
"19-20-605. Pensionaccumulation fund --employer’s contribution. The pension accumulation fund

is the fund in which the reserves for payment of peasiers-ard-arRutties retirement allowances and benefits

must be accumutlated and from which pensiors—arfuities, ratirement allowances and benefits must be paid

t0 eoraccaurt-oi-beneficlariec—oradiod-with-prior-servics retirees or their beneficiaries. Contributions to

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

{1} Each employer shall pay inte the pension accumulation fund aﬁ amount equal to 7.47% of the
earned compensation of each member employed during the whole or part of the preceding payroll period.

{2} If the employer is a district or community college district, the trustees shall budget and pay for
the employer’'s contribution under the provisions of 20-9-501.

{3} If the emplovyer is the superintendent of public instruction, a public institution of the state of
Montana, a unit of the Montana university system, or the Montana state school for the deaf and blind, the
legislature shall appropriate to the employer an adequate amount to allow the payment of the employer’s
contribution. | '

{4} If the employer is a county, the county commissioners shall budget and pay for the employer’s
contribution in the manner provided by law for the adoption of a county budget and for payments under
the budget.

{5) All interest and other earnings realized on the money of the retirement system shall must be
credited to the pension accumulation fund, and the amount required to allow reguiar interest on the anhuitv

savings fund shall must be transferred to that fund from the pension accumuiation fund,

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

amount necessary to cover expenses of administration.”

Section 15. Section 19-20-702, MCA, is amended to read:
"19-20-702. Optional allowances. {1) Until the first payment on account of any benefit becomes

| Legistative

~ Services -16 - HB 134
“\ Dyjvision



55th Legislature HBO134.03

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

normally due, any member may elect to receive one of the optional allowances described in subsection (2)
in lieu of the normal form of retirement allowance, which is provided for in part—8-efthis—chapter—and

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

election to receive an optional allowance is void and the member’s death will be considered as that of an
active member.

(2} Anoptional 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 beard 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 litetime,
and upon the member’s death, two-thirds of the optional allowance will be continued throughout the

lifetime of the member’s designated beneficiary.

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 vears if the member is 75 years of age ar younger at the time of retirement; or

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

(il 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. Uniess

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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{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:

{it the original beneficiary has died; or

{ii} the member has been divorced from the ariginal beneficiary and the original beneficiary has not
been granted the right to receive the optional retirement allowance as part of the divorce settlement.

{b} Upon receipt of the request, the board shall actuarially adjust the member’s monthiy retirement
or disability allowance to reflect the change.

{4) Effective on the first of the month following receipteftnotifisatior—of the death of a person

nominated as the designated beneficiary under subsection &2+ (2){a), (2)(b), or (2){c}, any optional retirement

allowance that is effective after Qctober 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 380-dayvs 18 MONTHS of the death of the designated

heneficiary, file a written application with the hgard 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

following receipt of the retiree’'s application.”

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

"19-20-703. Payments to be monthly. (1) All persiers-ard-anpudities-shal retirement allowancges

must be paid in equal monthly installments.

(2) The retirement allowance may commence:

{a) no earlier than the first day of the month following the member’s termination date or on the first

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

{b} if requested by the inactive member in_writing:

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

{ii) on the first day of the manth following the member's 80th birthday."

Section 17. Section 19-20-706, MCA, is amended to read:
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"19.20-706. Exemption from taxation and legal process. Except as provided in 19-20-305, the

peAsions—annuHies, 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:

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

(b) 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 faw 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
member retiree or beneficiary is eligible 1o receive a postretirement adjustment as provided in 19-20-713
if he the retiree is receiving a:

(a} service retirement allowance a

that-the-postretirement-adidstmentis—rade; or
(b} disability or survivorship allowance.

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

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

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

adjustment is made."

Section 19. Section 19-20-712, MCA, is amended to read:
"18-20-712. Funding for postretirement adjustment -- reserve fund. (1) At the end of each fiscal

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

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

amount eqguivalent
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1o the actuarially required investment vield; and

{b) retirement system’s administrative and investment expenses for the fiscal year.

{2) {a)l From the remainder obtained in subsection {1), the board shall calcuiate the amount of
investment income earned an that portion of the retirement fund balance representing retired members,
{b) The board shall deposit the amount calculated in subsection (2)(a) in a reserve fund.

{3) Subject to the restrictions contained in subsections (4) and (5), the board shall annually use
90% of the amount in the reserve fund provided for in subsection {2}{b) to pay a postretirement adjustment
to eligible merbers retirees or beneficiaries under 19-20-713.

(4} If the amount in the reserve fund is insufficient to provide an average monthly postretirement
adjustment of at least $1 under 19-20-713, an adjustment may not be made in that calendar year.

(6) The amount available for payment of the postretirement allowance is limited to an amount that
would provide a percentage increase in the average service, disability, or survivership allowance of all
eligible membare retirees, when combined with the postretirement adjustment, that is equal to or less than
the percentage increase for the previous calendar year in the annual average consumer price index for urban
wage earners and workers compiled by the bureau of labor statistics, United States department of labor,

or its successor agency.”

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

"19-20-713. Payment and amount of postretirement adjustment. {1) Effective January 1 of each
year that funds are available under 19-20-712, a remrber retiree or beneficiary eligible under 19-20-711
shall receive a postretirement adjustment in the form of a manthly benefit payable for life.

{2} The board shall calculate the amount of the postretirement allowance payable to an eligible
membar retiree or beneficiary by:

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

by the total accumulated years of service for all eligible members retirees and beneficiaries;

(b) multiplying the quotient obtained in subsecticn {2}(a) by the sembers retiree’s total years of
service;
(c) dividing the product obtained in subsection (2){b) by a factor for calculating a monthly apAuity

retirement allowance from actuarial tables adopted by the board; and

{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 his
the retiree’s postretirement allowance must be adjusted by the appropriate optional factor.

(4) If more than one beneficiary is receiving a members retiree’s retirement allowance, the
postretirement adjustment must be divided in the same manner as the sember's retiree’s retirement

allowance."

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

"19-20-716. Compensationlimit. {1} Compensation in excess of the limitations set forth in section
401(a){17} of the Internal Revenue Code must be disregarded for individuals who are not eligible employees.
The limitation on compensation for eligible employees may not be less than the amount that was allowed
to be taken into account under this chapter on July 1, 1993. For purposes of this section, an eligible
employee is an individual who was a member in the retirement system prior to July 1, 1996.

(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 yvears that make up the average final compensation may not

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

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

provided by rule by the retirement board.

(3] Earned compensation in_excess of the amount specified in_subsection (2) is considered

termination pay and must be included in the calculation of average final compensation as provided in
{section 2]. "

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

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

years of creditable service, whose last 5 years of creditable service were in this state, and who has attained
the age of 60 or has been credited with full-time or part-time service in 25 or more years may retire from

service if he the member has terminated employment in_all positions from which the member is eligible to

retire and files with the retirement board his a written application setting forth the fact of his the member's

retirement.”

Section 23. Section 19-20-804, MCA, is amended to read:
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"19-20-804. Allowance for superanpuation service retirement. (1) Upon suparannuatien

retamant—a termination, an eligible member shal must receive a retirement allowance sonsistingofa

eqgual to one-sixtieth of ke the

member's average final compensation, as fimited by 193-20-715, 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.

{2) Ary Except as provided in subsection (3}, a retired member may be employed as a part-time

or substitute teacher in Montana and may earn, without loss of retirement benefits, an amount not to
exceed the greater of:

{a) one-third of the sum of kie the member’s average final campensation plus normal annua! salary
increases for teaching personne! employed by the school district, state agency, poiitical subdivision, or
university unit that employed the member at the time of retirement; or

{b) one-third of the median of the average final compensation for members retired during the
preceding fiscal year as determined by the retirement board.

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

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

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

of an active member and not to have separated from service, Any retirement allowance pavments recejved

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

the retirement allowance must be terminated.”

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

"19-20-902. Allowance for disability retirement. {1} Upon retirement for disabhility, a member must
receive a disability retirement allowance equal to the greater of:

{H(a) one-sixtieth of the member’s average final compensation muitiplied by the sum af the number
of years of creditable service, service transferred under 19-20-409, and additional service purchased under

19-20-4124

or

squak-te one-fourth of the member’s average final compensation.
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{2) The earned compensation in the year of terminaticn that is included in the calculation of average

final compensation of a member who is awarded a disability retirement allowance prior to the compietion

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

compieted the full year.”

Section 25. Section 18-20-903, MCA, is amended to read:

"19-20-903. Medical examination of disability retiree. (1) Once each year during the first 5 years
following the retirement of a member on a disability retirement allowance and once in every 3-year period
thereafter, the retirement board may require and~uponthe-bensliciary s-appheation—shallpermit a disability

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

a physician or physicians designated by the retirement board. The examination shall must be made at the

place of residence of the barefisiary benefit recipient or other place mutually agreed upon. Based on the

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

mental incapacity, to perform the essential elements of the position held by the member when the member

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

be canceled. If the member disagrees with the board’s determination, the member may request the board

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

receipt of the notice of the status change.

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

that the member is no longer incapacitated must be given preference by the member’s former emplover for

the pasition held at the time of retirement or for 8 comparable position that becomes available within 1 year

of cancellation of the disahility retirement. The member may agree to accept an otfer of employment by an

emplover, Employment in any capacity by an emplover terminates any right granted by this section. The

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

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

fqrmer employee ta meet or to be able to meet professional certification and licensing standards unrelated

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

+23(3] Sheuld if a disability beaetisiary benefit recipient who has not yet attained the age of 60
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rotuee refuses to submit to a medical examination as required in subsection (1), hkis the recipient’s
allowance may be discontinued until his withdrawal of sueh the refusal—and-shewid-his. I a refusal

sanptippe continues for 1 year, all bis rights in and to bis a disability pension may be revoked by the

retirement board.”

Section 26. Section 19-20-904, MCA, is amended to read:

"19-20-904. Adjustment of allowance. {4 (1) {a) Except as provided by subsection (1){b), if

aretiree receiving a disability bereticiary retirement allowance is engaged in or is able to engage in a gainful

occupation paying more than the difference between the berefielary s retiree’s retirement allowance and
the senelicilary-s retiree’s average final compensation or the difference between the median salary of those
membars retired during the preceding fiscal year and the bearefisiarys retiree’s retirement allowance,
whichever is greater, the retirement allowance must be reduced to an amount that, together with the

amount earnable by the benrsfieiary retiree, is equal to the bareficiary-s retiree’s average final compensation

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

(b} If a disabled retiree is reemployed with the same empiover within 30 days from the member’'s

effective date of retirement or if the retired member is guaranteed reemplovment with the same emplover,

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

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

the system, together with interest, at the actuarially assumed rate, and the retirement benefit must be
terminated. '

(2) If the beneficiarys disabled retiree’s earning capacity is changed later, the bearaficiary’s
retirement allowance may be further modified, but the new allowance may not exceed the retirement
allowance originally granted or an amount that, when added to the amount earnable by the beneficiary
retiree, equals the berefisiary-s retiree’s average final compensation.

{3} The board may, in its discretion, reguire a recipient of a disability retirement allowance to

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

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

"19-20-905. Cancellation of allowance and restoration of membership. (1) If a disabidty-beroticiary

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

of active membaership, as provided under 19-20-302, the retiree’s retirement allowance shal must cease

and-he. |f the retiree is employed hy an emplover covered undar this chapter, the retiree shall again hecome

an active member of the retirement system. Any prior service certificate on the basis of which bis the
member's service was computed at the time of his the member’s disability retirement ehall must be restored

to full force, and upon ks the member’s subseguent retirement, he-shall the member must be credited with

sush the prior service and all hie subsequent service as a member,
(2) f be the member is restored to active serviee membership an or after the attainment of the age

of 55 years, his-poension the member’s retirement allowance upon subsequent retirement may not exceed

the penrsien retirement allowance that ke the member would have received had ke the member remained

in service during the period of hie the member’s previaus retirement or the sum of the penasion-which-be

retirement allowance that the member was receiving immediately prior to khis the member’s last restoration

to service and the persien retirement allowance that ke the member would have received on account of

hie the member’s service since his the member’s last restoration had he the member entered service at that

time as a new member."

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

“19-20-1001. Allowancas for death of member. (1} If a member dies before retirement, his the
member’s accumuiated contributions shalt must be paid to kis the member’s estate or sush to a person as
he the member may have nominated by a written designation in_a manner prescribed by the board and filed
with the retirement board prior to kis the member's death inthe-mannerprescribed-by-the-board.

(2) (a) Inlieu of benefits provided for in subsection (1), if the deceased member qualified by reason

of service for a retirement benefit, the nominated beneficiary rominated-by-tho-docaased-momber may elect
o receive a mopthlyJHe-annuity retirement allowance. The menthiylife-anauity-shall retirement allowance

must be determined as prescribed in 19-20-804(1) and section 5, Chapter 549, Laws of 1981, in the same
manner as if the member eiected option A provided for in 19-20-702(2}{a),
{b} In the event that payments made to ar-aApuiant a recipient do not equal the amount of the

\Legislative

~ Services - 24 - HB 134

~_Djvision



55th Legislature HBQ134.03

11
12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

mamber’s accumulated contributions prer-te before the ampuitant’se member’'s death, the difference

between the tota! amauity retirement allowance payments made and the amount of the accumuiated

contributions shaH at the time of the member’s death must be paid 1o the beneficiary.

{3) If the deceased member had 5 or more years of creditable service and was an active member

in the state of Montana within 1 year prie—te-his before the member’s death, a lump-sum death benefit of

$500 is payabie to bBis the member’s designated beneficiary.
{4) If a deceased member had 5 or more years of creditable service and was an active member in
the state of Montana within 1 year prior to his the member’s death, the sum of $200 per a month shak

must be paid to each minor child of the deceased member until sueh the child reaches his38th-birthday

18 years of age.’

Section 29. Section 19-20-1002, MCA, is amended to read:
"19-20-1002. Payments upon death of retiree. {1) In the event of the death of a member after
retirement, a death benefit of $500 is payable to kis the designated beneficiary.

{2) In the event that payments made 10 ar-arpuitant a_ benefit recipient do not equal the amount

of the member’s accumulated contributions prierte before the anpuitant-sdeath member's retirement, the

difference between the total retirement allowance paid and the amount of the accumulated contributions
shal must be paid to the beneficiary.
{3} If a deceased member had 5 or more years of creditable service and was retired at the time of

his death, the sum of $200 per a month shal must be paid to each minor child of the deceased member

retiree until seeh the child reaches his18th-bithday 18 vears of age.”

NEW SECTION. Section 30. Codification instruction. {1) [Section 1] is intended to be codified as
an integral part of Title 19, chapter 20, part B, and the provisions of Title 19, chapter 20, part 8, apply to l
[section 1].

(2} [Sections 2 and 4] are intended to be codified as an integral part of Title 19, chaptar 20, part
7. and the provisions of Title 19, chapter 20, part 7, apply to {sections 2 and 4],

{3) [Section 3] is intended to be codified as an integral part of Title 19, chapter 20, part 1, a‘nd the

provisions of Title 19, chapter 20, part 1, apply to [section 3].
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NEW SECTION. Section 31. Coordination instruction. If _ Bill No. [LC 0653] is passed and
approved and if it includes sections that amend 19-20-711 through 13-20-713, then [sections 18 through

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

NEW SECTION. Section 32. Retroactive applicability. {Section 9] applies retroactively, within the

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

NEW SECTION. Section 33. Effective date. [This act] is effective on passage and approval,
-END-
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