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LEGISI,ATIVE BILL 237

Approved by the covernor April 10, 1989

Introduced by Goodrich, 2O

AN ACT relating to school retirement; to amend sectj.ons
79-LO44.Ot, 79-LO+6, 79-105r, 79-1051.06,
79-LO56, and 79-1056. 05, Reissue Revised
Statutes of Nebraska, L943, and section
79-LO32, Revised statutes Supplement, 1988; to
increase retirement benefits as prescribed; to
provide additional options for annuities; to
authorize investments as prescribed; to
increase employee contributions; to provide a
cost-of-Iiving adjustment; to eliminate
provisions relating to authorized investments;
to harmonize provisions,' to repeal the
original sections, and also sections
79-1051 . 03 and 79-1051 .04, Reissue Revised
Stattrtes of Nebraska, 1943,' and to declare an
emergency.

Be it enacted by the people of the state of Nebraska,

Section 1. That section 79-1032, Revised
Statutes Supplement, 1988, be amended to read as
fol lows :

79-LO32. As uied in Eor purposes of sections
79-1032 to 79-1060 and secti.on 6 of this act, unless the
context otherwise requj.res:

(1) Retirement system or system shall mean the
SchooI Employeesr Retirement System of (corporate name
of the school district as described in section 79-4OL)
as provided for in sections 79-LO32 to 79-106O;

(2) Board shall mean the board of education of
the school district,'

(3) Trustee shall mean the trustees provided
for in sectj.on 79-1034;

(4) Employee shall mean the followinq
enumerated persons recej.ving compensatj-on from the
school, district: (a) Regular teachers and
administrators employed on a written contract basis,' and
(b) regular employees, not teachers, hired upon a
fulI-time basis, which basis shalI contemplate a work
week of not less than thirty hours,-

(5) Member shall mean any employee included in
the membership of the retirement system or any former
employee who 6ha+l have baE made contributions to the
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system and sha+l ne€ have has not received a refund;
(6) Annuitant shall mean any member receiving

an allowance,'
(7) Beneficiary shall mean any person entitled

to receive or receivj.ng a benefit by reason of the death
of a member;

(8) Membership servj.ce shall mean service on
or after September l, 1951. as an employee of the school
district and a member of the system for which
compensation is paj.d by the school district;

(9) Prior service shall mean service rendered
prior to September 1. 1951, for which credit is allowed
under section 79-1044, service rendered by retired
employees receiving benefits under preexisting systems,
and service for whi.ch credit is allowed under sections
79-1043, 79-1045, 79-tO49 .02, 79-LO49.O3, and
79-LO49.05;

(10) Creditable service shall mean the sum of
the membership service and the prior service,.

(11) Compensation shall mean salary or wages
payable by the school district;

(12) Military service shall mean service in
the United States Army, Navy, Marine Corps, Alr Eorce,
gI Coast GuardT or any women's auxiliary thereofi

(13) Accumulated contributions shaII mean the
sum of amounts contributed by a member of the system
together vJith regular interest credited thereon;

(14) Reqular interest shall mean interest (a)
on the total contributions of the member prior to the
close of the last preceding fiscal year, (b) compounded
annually, and (c) at rates to be determined annually by
the board, which shall have the sole, absolute, and
final discretionary authority to make such
determination, except that the rate for any given year
in no event shaLl exceed the actual percentage of net
earnj-ncys of the system duri.ng such year;

(15) Retirement date shall mean the date of
retirement of a member for service or disability as
fixed by the board;

(16) Normal reti.rement date shall mean the end
of the fiscal year during which the member attains age
sixty- five;

(17) Early retirement date shall mean that
month and year selected by a member having at least ten
years of creditable service lrhich includes a minimum of
five years of nemberstrip service and who has attained
age fifty-five,

(18) Retirement allowance shall mean the total-
annual retirement benefit payable to a mem.ber for
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servj.ce or disability;
(19) Annuity shall mean annual payments, for

both prior service and membership service, for Iife as
provided in sectj.ons 79-1032 to 79-1060;

(20) Actuarial tables shalI mean:
(a) Eor retirement allowances at an early

retirement date, a unisex mortality table usi.ng thirty
percent of the male mortalj-ty and seventy percent of the
female mortaLity from the 1951 Group Annuity Mortality
Table with a One Year Setback and using an interest rate
of five and seventy-five hundredths percent compounded
annually; and

(b) For joint and survj.vorship annuities, a
unisex retiree mortality table usj.ng sj-xty-five percent
of the male mortality and thirty-five percent of the
femal.e mortality from the 1951 croup Annuity Mortality
Table with a One Year Setback and using an interest rate
of five and seventy-five hundredths percent compounded
annttally and a unisex joint annuitant mortality table
using thirty-fj.ve percent of the male mortality and
sixty-five percent of the female mortatj.ty from the 1951
Group Anntrity Mortality Table with a One Year Setback
and using an interest rate of five and seventy-fj-ve
hundredths percent compounded annually;

(2ll Actuarial equivalent shall mean the
equali-ty in value of the retirement allowance for early
retirement or the retirement allowance for a joint and
survivorship annuity, or both, with the normal form of
the annuity to be paid, as determined by the application
of the appropriate actuarial table, except that use of
such actuarial tables shall not effect a reduction i.n
benefits accrued prior to September l, 1985, as
determined by the actuarial tables j.n use prj.or to such
date,'

(221 Withdrawal from service shalI mean
complete severance of employment of a member as an
employee of the school district by resignation,
discharge, or dismj-ssal,- and

(231 Ej.scal year shalI mean the period
beginning September 1 in any year and ending on August
31 of the next succeeding year.

Sec. 2. That section 79-1044.01, Reissue
Revised Statutes of Nebraska, 1943, be amended to read
as follows:

79-1044.O1.. In lieu of the retirement annuity
provided by section 79-1044 or 79-1055, any member who
becomes eligible to receive a retirement annuity after
February 20, 19A2, under sections 79-1032 to 79-1060
shall receive a formula retirement annuity based on
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final average compensation, except that if the monthly
formula retirement annuity based on final average
compensation is less than the monthly retirement annuity
specified in section 79-LO44 or 79-1O56, accrued to the
date of retirement or August 31, 1983, rdhichever first
occurs, ttre member shall recei.ve the monthly retirement
annuity speci.fied in section 79-1044 or 79-1056 accrued
to the date of retirement or August 31, 1983, t^thichever
first occurs.

The monthl-y formula retirement annuity based
on final average compensation shall be determined by
multiplying the number of years of creditable service
for which such member tdould otherwise receive the
retirement annuity provided by sectj.on 79-1044 or
79-1056 by one and one-half percent of his or her final
average compensation. Eor retirements after June 15.
1989 - the applicable percentaoe shall be one and
sixtv-five hundredths percent of his or her final
aJCfa,erc_S-qmpefEat i_s-D:

Einal average compensation shall be determined
by dividing the member's total compensation for the
three fiscal years in which such compensation was the
highest by thirty-six.

If the annuity begins prior to the
sixty-second birthday of the member and the member has

service, the annuity at the date it begins shall be the
actuarial eqrrivalent of the annuity deferred to the
sixty-second birthday of the member. If the annrritv
beoins prior to the sixtv-second birttrdav of the member
and tlre member has comoleted thirtv-five or more years
af cr-arlifakrla scrrriea

The normal form of the formula retirement
annuity based on final average compensation shall be an
annui.ty payable monthly durj-ng the remainder of the
member's life with the provision that in the event of
his or her deatll before sixtv monthlv payments have been
made the molltlllv paymenLs wiII be continued to his or
her estate or to the beneficiary he or she has
desionated rrntil a total of sixtv monthlv pavments have
been made. A member may elect to receive, in Ij.eu of
the normal form of annuity, the ioiht and survivorship
an actuariaLlv eouivalent annuj.ty in anv ootional form
provj.ded by section 79-1046- vhieh shall be the
aetHaria+ eqnivalent of the forrula re€ire[eHt anHuity
based on fina+ averaqe eonpensation'

Any member receiving a formula retirement
annuity based on final- average compensation shaII also
recej.ve in addition thereto the service muity to be
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paid by the State of Nebraska as provided in sections
79-1522 to 79-1523.

Sec. 3. That section 79-1046, Reissue Revised
Statutes of Nebraska, 1943, be amended to read as
fol lows :

79-7046. Any time prior to receiving the
first annuity payment the member may elect to receive in
Iieu of such annuity, but payabte in the same manner, a
an actuariallv equivalent annuity j.n one of the
followincr forms:

( 1) A joj.nt and survivorshj.p annuity whj.ch
shall continue after the death of the member to the
death of the ( a) member t s spouseT or (b'l other
designated beneficiary whose attained age at the time of
such election is fifty-five years or morei ; in an
anoHnt rihieh is the aetuar+a} eqEiva+ent ef the ++fe
anHuity othery+se payable'

(2) A joj.nt and survivorship annrritv whichshall continue after the death of the member so thatseventv- five percent of the amount of the member I s
monthlv benefit under this option shaII be paid monthlv
to the (a) memberrs sootrse r.rntil his or her death or (b)
other desiqnated beneficiarv whose aoe at the ti.me of
such el-ection is fiftv-five vears or more until his or
her death;

(3) An annuity pallable monthlv dtrrino the
remainder of the memberrs Iife with the provision that
in the event of his or hqr death before one hundred
twentv monthlv payments have been made the monthlypavments will be conti"nued to his or her estate or to
the benefici.arv he or she has desiqnated until a total
of one hundred twenty monthlv oavments have been made:
SI (4) A ioint and survivorship annuity which
will continue after the death of the member to the death
of the (a) memberrs soouse or (b) other desionated
belrefi"ciarv whose attained aqe at the time of sucl:
election is fi.ftv-fi.ve vears or more. but which antrrritv
dl4IL trpon the sporrsers or desiqnated beneficiarv's
death before the death of tlre member. be increased after
.such deattl for
the monthlv benefit equals the monthlv benefit which
would have been pavable to the member had the member
selected the normal form of the formula retirement
annuitv speci.fied in section 79-1044-01.

Sec. 4. That section 79-1051, Reissue Revi.sed
Statutes of Nebraska, 1943, be amended to read as
f ol- lo\"rs :

79-1051. The funds of the retirement system
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which are not required for current operations shall be
invested and reinvested by the trustees subject to the
approval of the board of education as provided in
sections 79-1051.01 to 79-1051.06 and section 6 of this
act. Except as otherwise provided herein i.n sections
79-1032 to 79-106O. no trustee and no member of the
board shall have any direct interest j.n the income,
gains, or profits of any investment made by the
trustees, nor shall- any such person receive any pay or
emolument for services in connection with any such
investment- No truste€ or member of the board shall
become an endorser or surety or in any manner an obli.gor
for money loaned by or borrowed from the system. Any
person who sha++ have violated violates any of these
restrictions shall be quilty of a Class II mj.sdemeanor.

Sec- 5- That section 79-1O51.06, Reissue
Revised Statutes of Nebraska, 1943, be amended to read
as follows:

79-1O51-06. An investment whi.ch 1s arrthorized
by sections 79-1051 to 79-les+?e5 79-1051-O2 and section
6 of this act shall not be made if it does not meet the
requirements for the i.nvestment of state funds pursuant
to sections 72-I27O to 72-1276. After JuIy 1, 1989, no
funds shall remain invested in any stock which does not
meet the requirements of sections 72-L27O to 72-L276.

Sec, 6- The trustees shall invest the frrnds
of the svstem in investments of the nature r,rhich
indivi.duals of prudence- discretion. and intellioence
acouire or retain in dealinq with the propertv of
another- Such investments shalI not be made for
speculation but for investment- considerina the probable
safetv of their capital as t^rell as the probable income
to be derived. The trustees shall not buv on marqin or
buv caII options or put options but mav write call
options and put options- The trustees mav lend anv
securitv if cash. United States Government oblioations-
or United States covernment aoency oblioations trith a
market value eqrral to or exceedino the market value of
the secrlritv lent are received as collateral- If shares
of stock are purchased under this section- aII proxies
mav be voted bv the trustees.

Sec. 7. That section 79-1056, Reissue Revised
Statutes of Nebraska, 1943. be amended to read as
follows:

79-1056. (1) lf, at any future time, a
majority of the eligible members of the system shal+
yote votes to be included under an agreement providj.ng
old age and survivors j.nsurance under the Social
Security Act of the United states, the contributions to
780 -6-



LB 237 LB 237

be made by the member and the school distrj.ct for
membership service, from and after the effective date of
the agreement with respect to services performed
subsequent to December 31, 1954, shall each be reduced
from five to three percent but not less than three
percent of the member's salary per annum. and the
credits for membership service under this system, as
provided in sectj.on 79-lO+4, shaII thereafter be reduced
from one and one-half percent to nine-tenths of one
percent and not less than nine-tenths of one percent of
salary or wage earned by the member during each fj.scal
year, and from one and sixty-five hundredths percent to
one percent and not less than one percent of salary or
lrage earned by the member during each fj.scal year and
from two percent to one and two-tenths percent of salary
or wage earned by the member during each fiscal year,
and from two and four-tenths percent to one and
forty-four hundredths percent of salary or vrage earned
by the member during each fiscal year, except that after
September 1, 1963, and prior to September 1, 1969, all
employees of the school district shaII contribute an
amount equal to the membership contribution which shall
be two and three-fourths percent of salary covered by
old age and survivors insurance, and fj.ve percent above
that amount. Commencing September 1, 1969, alI
employees of the school district shaII contribute an
amount equal to the membership contribution which shall
be two and three-fourths percent of the first seven
thousand eight hundred dollars of salary or wages earned
each fiscal year and five percent of salary or wages
earned above that amount in the same fiscal year-
Commencing September 1, 1976, aII employees of the
school district shall contrj-bute an amount equal to the
membership contribution which shaII be two and
nine-tenths percent of the first seven thousand eight
hundred dollars of salary or wages earned each fiscal
year and fj.ve and twenty-five hundredths percent of
salary or wages earned above that amount in the same
fiscal- year. Commencing on September 1,1982, alI
employees of the school district shall contribute an
amount equal to the membership contributi.on whj.ch shall
be four and nine-tenths percent of the compensation
earned in each fiscal year. Commencino September 1-
1989. aII emplovees of the school district shall
contri.bute an amount equal to the membership
contribution which shalI be five and eioht-tenthspercent of the compensation earned in each fiscal vear.
159 7 and the contributions by the school district shall
be such amount as may be necessary to maintain the
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solvency of
board upon

the system, as determined annually by the
recommendation of the actuary and the

trustees- The employeers contribution shall be made in
the form of a monthly deduction from compensation as
provi.ded in subsection (21 of this section- Every
employee who is a member of the system shall be deemed
to consent and agree to such deductions; and shall
receipt j.n full for compensation, and payment to such
employee of compensation Less such deduction shall
constj.tute a full and complete discharge of all claims
and demands whatsoever for services rendered by such
employee during the perid covered by such paymentT
except as to benefj.ts provided uder sections 79-1032 to
79-1060. After september 1, 1963, and prior to
September l, L969, all employees shall be credited with
a membership service annuity which shall be nine-tenths
of one percent of salary or wage covered by old age and
survivors insurance; and one and one-half percent of
salary or wages above that amount, except that those
employees vrho retire on or after August 31, 1969, shall
be credited with a membership service annuity which
shall be one percent of salary or vages covered by old
age and survivors insuranceT and one and sixty-five
hundredths percent of salary or wages above that amount
for service performed after september 1, 1963, and prior
to September 1, 1969- commencing September 1, 1969, all-
employees shalI be credited with a membership servi.ce
annuity vrl)ich shall be one percent of the first seven
ttrousand eight hundred doLlars of salary or wages earned
by the employee during each fiscal year and one and
sixty-five hundredths percent of salary or wages earned
above that amount in the same fiscal year, excePt that
aII employees retiring on or after Auqust 31, 1976,
shalt be credited with a membership servi-ce annuity
which shall be one al)d forty-four hundredths percent of
the first seven thousand eight hundred dol,l-ars of salary
or wac;es earned by the employee during strch fiscal year
and two ar)d four-tenths percent of salary or wages
earned above that amount in the same fiscal year alrd the
retirement annuities of employees who have not retired
prior to September 1, 1963, and who elected utrder the
provisions of section 79-1041 not to become members of
the systemT shall not be less than they rrould have been
had they remained under alry preexj.sting system to date
of retirement. Members of this system having the
service qualifications of members of the state school
retirement system, as provided by section 79-1515, shall
recei"ve the state service annuity provided by sections
79-1522 xo 79-L523.
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(2) The school district shaLl pick up the
employee contributions required by this section for aLl
compensation paid on or after January 1, 1985, and the
contributions so picked up shaII be treated as employer
contributj.ons j.n determining federal- tax treatment under
the United States Internal, Revenue Code, except that the
school district shalI continue to withhold federal
income taxes based upon these contributions until theInternal Revenue Service, or the federal courts, ruLethat, pursuant to section 414(h) of the United States
Internal Revenue Code, these contributions shall not be
included as gross income of the employee untj.I such time
as they are distributed or made available. The school
di.strict shaII pay these employee contributions from the
same source of funds which is used in paying earnings to
the employee. The school district shall pick up these
contributions by a salary deduction either through a
reduction in the cash salary of the employee or acombination of a reduction in salary and offset againsta future salary increase. Employee contributions picked
up shall be treated for alI purposes of sections 79-lO3Z
to 79-1060 i.n the same manner and to the extent as
employee contributions made prior to the date picked up.

Sec. a- That section 79-1056.06, Reissue
Revised Statutes of Nebraska, 1943, be amended to readas follows:

79-1056.06. (1) Any annuity paj.d on or after
september 1, 1983, to a member who retired prior to
Eebruary 21, L9A2, pursuant to sections 7g-1O32 to
79-1060, or to such memberrs beneficiary, or to a person
who retired under the provisions of the retirement
system established in Chapter 79, article tO, in effectprior to September I, 195I, or to such person t sbeneficiary, shall be adjusted by the increase in the
cost of Iiving or wage levels between the effective date
of retirement and June 30, 1983, except that such
increase shall not exceed the sum of one dollar and
fifty cer)ts per month for each year of creditable
service and one dollar per month for each completed year
of retirement as measured from the effective date of
retirement to June 30, 1983, No separate adjustment in
such annuity shall be made as a result of the changes
made in section 79-1056 pursuant to Laws 1983, LB 4gB.If a joi.nt and survivor annuity was elected, the
increase shall be actuarially adjusted so that the joint
and survivor annuity remains the actuarial equivalent of
the life annuity otherwise payable.

(2) In addition to the cost-of-livlng
adjustment provided in subsection (1) of this section,
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any annuity paid on or after September 1, 1986, pursuant
to sections 79-LO32 to 79-1060 or pursuant to the
provisions of the retirement system established in
chapter 79. article 10, in effect prior to September l,
1951, and on whi-ch the first payment was dated on or
before September 1, 1985, shalI be adjusted by the
increase in the cost of Iiving or wage levels between
the effective date of retirement and June 30, 1986,
except that such increase shall not exceed (a) three and
one-half percent for annui.ties first paid on or after
September 1, 19a4, (b) seven percent for annuities first
paid on or after september 1, 1983, but before September
1, 1984, or (c) ten and one-half percent for aII other
annuiti.es.

(3) In addition to the cost-of-Iivinc!
adiustment provided in subsections (1) and (2) of this
section. any annuity paid on or after September 1. 1989.
pursuant t6 sections 79-1032 to 79-1O6O or pursuant to
the provisions of the retirement svstem established in
ch.^tAr .7q rrtialp 1O
1951- and on which the first Pavment was dated on or
before September 1. 1988- shall be adiusted bv the
increase in the cost of livino or waae Ievels betweerl
the effective date of reti.rement and Jtlne 30- 1989.
except that such increase shall not exceed (a) three
percent for annuities first paid on or after September
1. 1987. (b) six percent for annuities first paid on or
after September 1. 1986. but before september 1- 1987.
or (c'l nine oercent for all other annuities.

Sec. 9. That original sections 79-lO44.Ol,
79-1046, 79-1051, 79-1os1,06, 79-1056, and 79-1056.06,
Reissue Revised Statutes of Nebraska, 1943, and section
79-1032, Revised Statutes Supplement, 1948, and also
sections 79-1051 - 03 and 79-lO5L .04, Reissue Revi sed
statutes of Nebraska, 1943, are repealed.

Sec. 10- Since an emergency exists, thi.s act
shall be in full force and take effect, from and after
its passage and approval, according to Iaw.
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