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A BILL FOR AN ACT ENTITLED: “AN ACT PROVIDING THAT A MEMBER

OF THE UNIVERSITY SYSTEM OPTIONAL RETIREMENT PROGRAM MUST
RECFIVE THE FULL EMPLOYER CONTRIBUTION TO THE RETIREMENT
PROGRAM; REPEALING THE REQUIREMENT FOR AN ACTUARIAL
INVESTIGATION TO DETERMINE UNFUNDED LIABILITIES; AMENDING
SECTION 19-21-203, MCA; REPEALING SECTION 19-21-111, MCA;

AND PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE Or THE STATE OF MONTANA:
Section 1. section 19-21-203, MCA, is amended to read:
*19-21-203. Contributions. (1) Each optional retirement

program participant shall centribute an amount egual to the

member's contribution required under 19-4-602. The beard of
regents shall contribute an amount equal to the employer

contribution required under 19-4-605.
$2y--fhe--boaard--of-—-regentsl--—contributian---mast-——be

apportioned-and-patd-as-fortews:
tay--to--the-—destgnated-company-or-cempantesr—an-amount

eqeuat-to-the-greneer-of:
fiy~~-the-~employer--—contribution---to---the-—-teacherat

retirement-system-not-used-te-arortize-pa.c-service-unfund 3

trat Litby—--a3-- tha ———=pfund d--iabi’ivy--is--ti.k.cd--by
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39-2-3t15-or

tity-an-amennt-that;-when--added--te--the--participantis
contributieny--ta--eguai--to-10%-of-the-partierpantis-earned
cempensgcion;-and

tb}-——to-the-teacherastl-retirement-system;-the-batance--of
the-board-of-regentsl-contribuetons

t3¥(2) The board of regents shall determine whether the
participant's contribution is to be made by salary reduction
under section 403(b) of the Internal Revenue Code of 1954 or
by employer pick-up under section 414(h){2) cf that code.

t43(3) The disbursing officer of the employer or othcr
official designated by the board of regents shall pay both
the participant's contribution and the appropriate portion
of the regents' contribution to the designated company or
companies for the penefit of the participant."

NEW SECTION. Section 2. Rrepealer. Section 19-21-111,

MCA, is repealed.

NEW SECTION. Section 3. kffective date. [This act] is

effective July 1, 199i.

-End-

N INTRODUCED BILL
SO et



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for $80264, as introduced.

DESCRIPTION OF PROPOSED LEGISTATION:

"An act providing that a member of the University System optional retirement program must receive .the full employer
contribution to the retirement program; repealing the requirement for an actuarial investigation to determine unfunded
liabjilities; axending Section 19-21-203, MCA; repealing Section 19-21-111, MCA; and providing an effective date.™

ASSUMPTICNS :

1. The contribution rate of 4.503% contributed to the Teachers' Retirement System on the compensation of the members
participating in the optional retirement system will terminate effective July 1, 1991,

2. Termination of the 4.503% contribution te the Teachers' Retirement System will reduce revenues available to fund the
system’s unfunded liability and extend the amortization of the unfunded liability from 36.13 years to 42.49 years. The
unfunded liability of the Teachers’ Retirement System as of July 1, 19390, was $647,673,266.

3. The elimination of the 4.503% contribution to the Teachers’ Retirement System will reduce future revenues available to
fund the unfunded past service liability extending the amortization period 6.18 years.

4. The cost to fund the 6.18 years added to the amortization period of the system's unfunded liability would be $52,691,346.
5. Current members and new hires that elect the optional retirement plan will cause a 4.503% decrease in contributions to
the Teachers' Retirement System during the 1992-93 biennium. Approximately 85%-90% of all new hires will elect the

optional retirement program.

6. Section I deletes the requirement for continuing contributions to the Teachers’ Retirement System and at the same time
provides for additional contributions to be made to the opticnal retirement program, the additional contribution would
be funded form the Teachers' Retirement System.

FI1SCAL IMPACT:

Teachers’ Retirement System: FY 92 FY 93
Current Law Proposed Law Difference Current Law Proposed lLaw Difference
Revenue ;
Employer Contributions 31,328,546 30,199,684 (1,128,862) 33,208,214 31,682,901 (1,525,313)
ﬁgég Z—5 5/ J/// 25,
ROD SUNDSTED, BUDGET DIRECTOR DATE HARRY PRITZ ﬁ Y SPONSOR {DATE
Office of Budget and Program Planning 'r/’

Fiscal Note tfor SBO264, as introduced

S8 avy



Fiscal Note Request, SBO264, as introduced

Form BD-15

Page 2

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES:

Senate Bill 264, if enacted, will add 6.18 years to the amortization of the Teachers'’ Retirement System's unfunded
liability. There are many employers in the Teachers’ Retirement System, the majority of which are school districts, which

will be required to make contributions for an additiomnal 6.18 years to amortize the unfunded liability in the Teachers’
Retirement System.

TECHNICAL NOTE:

Senate Bill 0264 provides for an enhancement in the benefits of the optional retirement program but does not provide for
additional funding to pay for the benefit,

s8 26y
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SB 0264/02

APPROVED BY COMMITTEE
ON STATE ADMINISTRATION

SENATE BILL NO. 264
INTRODUCED BY FRITZ, THOMAS, DRISCOLL,

SQUIRES, NATHE, VAN VALKENBURG

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING-PHAT-A-MEMBER
SP-$HE-UNIVERSIP¥-S¥SPTEM-OPPIONAL—-REFIREMENT - -PROGRAM--MEST
RECEIVE——PHE--PUbh--EMPHOY¥ER--EONTPRIBUTION-FO-PHE-RETIREMENY
PROGRAM+—-REPEALING -~ PHE--REQUIREMEN®---PBR---AN-—~-~AETBARIAD
INVESPISATION--90~--BEPERMINE--UNPUNDEB-bFABIEIFIES DIRECTING

THE LEGISLATIVE AUDITOR TO DETERMINE THE VALUE OF PAST

SERVICE LIABILITY OF TEACHERS' RETIREMENT SYSTEM MEMBERS OF

THE MONTANA UNIVERSITY SYSTEM; AMENDING SEE¥ION--15-23-2837

MEA--—REPEARIR6 SECTION 19-2i-111, MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED BY THEE LEGISLATURE OF THE STATE OF MONTANA:
(Refer to Introduced Bill)
Strike everything after the enacting clause and insert:
Section 1. Section 19-21-111, MCA, is amended to read:
determine

*19-21-111, Actuarial investigation to

unfunded past service liability compared to contributions

required. (1) Bn-dune-365--1990;--the--teachersi-—retirement
beard-shati-make-an-sctuariat-investigacion-of-the-teacherss
retirement—-ayscem——to--determine--the-pasc-service-anfrnded

iiab%iity"of—actéve7—inactive7-and~retired—-memhers——of-—the

£ Glonsana segisarive counc
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SB 0264/02

Montana--university-system--Fhe-vatuatisn-muse-determina-—the
effect-on-the-amoreization-of-the-unfunded-1iabitity-of--the
teachersi--retirement--system——caused-by-persons-etecting-to
partretpate-—tn-—che--aptisnal-——rekiremene——-programs The

legislative audictor shall, wusing independent actuarial

assistance as necessary and in cooperatioen with the

teachers' retirement board and the board of regents.,

determine the dollar value of past service liability of

active, inactive and retired teachers' retirement system

members of the Montana university system as compared to

contributions reguired of the Montana university system on

behalf of teachers' retirement system members pursuant to

19-4-605, The beard legislative auditor shall report #¢# his

findings to the 52ad 53rd legislature.

t2) If the waluation determines that the percentage
contribution established in 19-21-203(2)(b} has an adverse
effect on the amortization of the unfunded liability, then
the board of regents shall pay an additional sum over a
period of 40 years to rectify the adverse effect.

{3) Changes in the teachers' retirement system
occurring after July ), 1987, that create additional
unfunded liabilities may not be considered in the valuation,
and the board of regents may not be reguired to pay any

additional sum ¢n that account except to the extent that

those changes benefit members of the teachers' retirement

SECOND READING

-2- SB 264
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system who are employees of the Montana university system.

{4) 1If the wvaluation determines that the bocard of
regents is paying an amount in excess of that needed to
amortize the unfunded liability, the teachers' retirement
board shall credit the board of regents for the excess
payments. The board of regents shall credit the active
participants in the optional retirement program with the
excess payments.”

NEW SECTION. Section 2. Effective date. [This act] is
effective on passage and approval.

-End~

-3~ SB 264
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SB 0264/02

SENATE BILL NO. 264
INTRODUCED BY FRITZ, THOMAS, DRISCOLL,

SQUIRES, NATHE, VAN VALKENBURG

A BILL FOR AN ACT ENTITLED: "AN ACT PROVEIBING-FHAF-A-MEMBER
OF-PHE-UNIVERSIPY¥ -5¥SPEH-OPPIONAL--REPIREMENT - - PROGRAM - -MUST
RECHIVE--PHE~-PUBb-—-EMPEOYER--EONTRIDUTION-TO-FHB-REFIREMENT
PROGRAM: --REPEALING——THE- -REQUIREMENE---FOR---AN--~AETEARIADL
INVESFIGAPION--PO--DEEERMINE--UNFUNBED-DLEABIb¥PEES DIRECTING

THE LEGISLATIVE AUDITOR TC DETERMINE THE VALUE OF PAST

SERVICE LIABILITY OF TEACHERS' RETIREMENT SYSTEM MEMBERS OF

THE MONTANA UNIVERSITY SYSTEM; AMENDING SEEPION--19-23-2037

MEA+--REPEALENG SECTION 19-21-111, MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA;
{Refer to Introduced Bill)
Strike everything after the enacting clause and insert:
Section 1. Section 19-21-111, MCA, is amended to read:
determine

*19-21-111. Actuarial investigation to

nnfunded past secrvice liability compared to contributions

reguired. (1} en-Fune-3057--1990;--ehe--teachersil-—retirement
beard-shati-make-an-actuariat-investigation-of-the-teacherst
retifement——system—-to--determine--the—paat-scrviee—unfunded

iiabiiity—of—activev-inuctéve:-aad—retired~—members--of——the
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Montana--university-aystems-Fhe-vatuation-muse-determine—the
effect-on-the-amertization-of-the-unfunded-tiabitiey-of-—the
teachersi--retivement-—-syatem——caused-by-persons—etecting-to
participate--in--the--optionat---retiremene---programs= The

legislative auditor shall, using independent actuarial

assistance as necessary and in ccoperaticn with the

teachers' retirement board and the board of regents,

determine the dollar value of past service liability of

active, inactive and retired teachers®' retirement system

members of the Montana university system as compared to

contributions required of the Montana university system on

behalf of teachers' retirement system members pursuant to

19-4-605. The beard legislative auditor shall report ¥ts his
findings to the 52nd 53rd legislature.

(2) If the wvaluation determines that the percentage
contribution established in 19-21-203(2)(b) has an adverse
effect on the amortization of the unfunded liability, then
the board of regents shall pay an additional sum over a
period of 40 years to rectify the adverse effect.

(3) Changes in the teachers’ retirement system
occurring after July 1, 1987, that create additional
unfunded liabilities may not be considered in the valuation,
and the board of regents may not be required to pay any
additional sum on that account except to the extent that

those changes benefit members of the teachers' retirement

THIRD READING

-2- SB 264
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system who are employees of the Montana university system.

{4) 1f the valuation determines that the board of
regents is paying an amount in excess of that needed to
amortize the unfunded liability, the teachers' retirement
board shall credit the board of regents for the excess
payments. The board of regents shall c¢redit the active
participants in the optional retirement program with the
excess payments."

NEW SECTION. Section 2. Effective date. [This act] is
effective on passage and approval.

-End-

-3- sSB 264



HOUSE STANDING COMMITTEE REPORT

March 19, 1991
Page 1 of 1

Mr. Speaker: We, the committee on State Administration report

that Senate Bill 264 {third reading copy -- blue) be concurred
in as amended .

Signed:

‘Jan Brown, Chairman

Carried by: Rep. Cocchiarella

And, that such amendments read:

1. Page 2, line 14.

Following: "."

Insert: "The office of the commissioner of higher education shall
pay for the determination, required by this section, of past
service liability of teachers' retirement system members

compared to contributions required of the Montana university
system."

HOUSE
5B 264



52nd Legislature

W N -

10
11
1z
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0264,/03

SENATE BILL NO. 264
INTRODUCED BY FRITZ, THOMAS, DRISCOLL,

SQUIRES, NATHE, VAN VALKENBURG

A BILL FOR AN ACT ENTITLED: “AN ACT PROVIBING-PHAT-A-MEMBER
OF-PHE-UNIVERSTP¥-SYSTEM-OPPIONAE—~RETIREMENT - - PROGRAM--MUS?
RECEI¥E--FTHE--PULL-~-EMPEOY¥ER - -€ERPRIBEEICN~TO-PHR-REFPIREMENT
PROSRAM ;- -REPEBABING—~PHEE--REQUIREMENT---FPOR-—-aN-——-AQYUAREADL
INVESTIGATION--PO-—-BDBYERMINE- -UNFUNBED-LIARIHEPFES DIRECTING

THE LEGISLATIVE AUDITOR TO DETERMINE THE VALUE OF PAST

SERVICE LIABILITY OF TEACHERS' RETIREMENT SYSTEM MEMBERS OF

THE MONTANA UNIVERSITY SYSTEM; AMENDING SBEETION--19-2:-2037

MEA;--REPEALING SECTION 19-21-111, MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED BY THE LEGIéLATURE OF THE STATE OF MONTANA:
(Refer to Introduced Bill)
Strike everything after the enacting clause and insert:
Section 1. section 19-21-111, MCA, is amended to read:
"19-21-111. Actuarial investigation to

determine

unfunded past service 1liability compared to contributions

required. (1) Bn-dune-387--13987--the--teachersl—-retirement
board-shaiti-make-an—-actuaritat-ravestigacion-of—the-teachers+:
retirement--syscem——to-—determine-~-the-past-secvice-cnfunded

trabitiey-of-activer—tnactive;-and-retired--members-—of--the
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Montana--tniverstty-system:-Fhe-vatuation-muse-deternine-the
effact—an—the-amortizatton-ocf-the-unfunded-riabititty-cf—-the
teacherst——retirement-—syscem——caused-by-persons-etecting—to
partictpate-—in——the--optionai-—-retirement——-programs The

legislative auditor shall, using independent actuarial

assistance as_ necessary and in cooperation with the

teachers’ retirement board and the board of regents,

determine the dollar value of past service liability of

active, inactive and retired teachers' retirement system

members of the Montana university system as compared to

contributions reguired of the Montana university system on

behalf of teachers' retirement system members pursuant to

19-4-605. The board legislative auditor shall report tts his

findings to the 52nd 53rd legislature. THE QFFICE QF THE

COMMISSIONER OF HIGHER EDUCATION SHALL PAY FOR THE

DETERMINATION, REQUIRED BY THIS SECTIORN, OF PAST SERVICE

LIABILITY OF TEACHERS' RETIREMENT SYSTEM MEMBERS COMPARED TO

CONTRIBUTIONS REQUIRED OF THE MONTANA UNIVERSITY SYSTEM.

{2) If the valuation determines that the percentage
contribution established in 195-21-203(2)(b) has an adverse
effect on the amortization of the unfunded 1liability, then
the board of regents shall pay an additional sum over a
period of 40 years to rectify the adverse effect.

{3) <Changes in the teachers’

retirement system

cceourring after July 1, 1387, that create additional

-2~ SB 264

REFERENCE BILL
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unfunded liabilities may not be cansidered in the valuation,
and the board of regents may not be required to pay any
additional suu on that account except to the extent that
those changes benefit members of the teachers' retirement
system who are employees of the Montana university system.

{4) If the valuation determines that the board of
regents is paying an amount in excess of that needed to
amortize the unfunded liability, the teachers' retirement
board shall credit the board of regents for the excess
payments, The board of regents shall credit the active
participants in the opticnal retirement program with the
excess payments."

NEW SECTION. Section 2. Effective date. [This act] is
effective on passage and approval.

=-End-

-3- SB 264





