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SENATE BILL NO. 264 

INTRODUCED BY FRITZ, THOMAS, DRISCOLL, 
SQUIRES, NATHE, VANVALKENBURG 

FEBRUARY 2, 1991 

FEBRUARY 4, 1991 

FEBRUARY 15, 1991 

FEBRUARY 16, 1991 

FEBRUARY 18, 1991 

MARCH 4, 1991 

MARCH 19, 1991 

MARCH 23, 1991 

MARCH 25, 1991 

MARCH 28, 1991 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON STATE ADMINISTRATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 49: NOES, O. 

TRANSMITTED TO HOUSE. 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON STATE ADMINISTRATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 71: NOES, 25. 

RETURNED TO SENATE WITH AMENDMENTS. 

IN THE SENATE 

RECEIVED FROM HOUSE. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 



APRIL 1, 1991 THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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BILL NO._~~ 

INT~f>DUCED BY ~~1/?1~~-.-,--'-/~--l~---------

~£U."-VI I- ' f, ,;_,; .,-, .,,,,-
A BILL }'OR AN ACT ENTITLED: "AN ACT l>RO'iIDING 1'HAT A MEMBER 

OF THE UNIVERSI'l'Y SYSTEM OPTIONAL RSTIREMENT PROGRAM MUST 

RECEIVE THF: E'ULL EMPLOYER CONTRIBUTION TO THE RETIREMENT 

PROGRAM; REPEA,,ING THE REQUIREMENT FOR AN ACTUARIAL 

INVESTIGATION TO DETERMINE UNFUNDED LIABILIT:ES; AMENDING 

SECTION 19-21-203, MCA; REPEALING SECTION 19-21-111, MCA; 

AND PROVIDING .ti...N EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTA~A: 

Section 1. Section 19-21-203, MCA, is amended to read: 

"19-21-203. Contributions. ( 1) Each optional retirerr:.ent 

program participant shall contribule an amo::r.t equal to the 

member's contribution required under 19-4-602. The board of 

regents shall contribute an amount equal to the e~p:oyer 

contribution required under 19-4-605. 

fit--~ne--~oBrd--of--reqents~---eofttr±btlt±on---m~st---be 

Hpportio~ed-and-pB±d-as-foiiews~ 

21 tat--to--tne--designated-eompe~y-or-eempan±e~,-flfl-amount 
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t9-Zi-ili;-or 

t±±t-an-ame~nt-tnat,-wnen--edded--to--the--part±eipantis 

eontribtit±en,--±~--e~tlai--to-l8l-oE-the-pa~t±e±pant~~-earned 

eompeM~ation;-end 

tbt--to-the-teaehers~-retirement-system,-the-baia"ee--of 

the-board-of-re9e~tsL-eo~trib~t±on, 

t3till The board of regents shall determine whether the 

partjcipant's contribution is to be made by salary reduction 

under section 403(b) of the Inter~a1 Revenue Code of 1954 or 

by employer pick-up u~dcr section 414{h){2) cf that code. 

t4tJ..l.l The disbursing officer of the employer or other 

official designated by the board of regents shall pay both 

the participant's contribution and the apprcpriate portion 

of the regents' contribution to the designated company or 

ccrrpa~~es for the benefit of the participant.'' 

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

~CA, is repealed. 

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

effectiv~ July 1, 1991. 

-End-

-2-
INTRODUCED BILL 
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB0264, as introduced. 

DESCRIPTION OF PRQPOSED LEGISLATION: 

"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 
liabilities; a~ending Section 19-21-203, MCA; repealing Section 19-21-111, MCA; and providing an effective date." 

ASSU'IPTIONS: 

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 to 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, 1990, 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 bienniwn. 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 optional retirement program, the additional contribution would 
be funded form the Teachers' Retirement System. 

FISCAL IMPACT: 
Teache:u;_'~eJ:irement System: FY 92 FY 93 

Current Law Proposed Law Difference Current Law Proposed Law Difference 
Revenue: 
Employer Contributions 31,328,546 30,199,684 (1,128,862) 33,208,214 31,682,901 (1,525,313) 

L2 z--&-l_/ 
ROD SUNDSTED, BUDGET DIRECTOR 
Office of Budget and Program Planning 

DATE 
/?;;!cL 

HARRY :1i'RITZ, 'p~y SPONSOR 
I_; (' ____,-

~~ 1
DATE 

Fiscal Note for SB0164 as introduced 

s4 l"" 



Fiscal Note Request, SB0264, 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 additional 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. 

sa 2," 
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APPROVED BY COMMITTEE 
ON STATE ADMINISTRATION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SENATE BILL NO. 264 

INTRODUCED BY FRITZ, THOMAS, DRISCOLL, 

SQUIRES, NATHE, VANVALKENBURG 

A BILL FOR AN ACT ENTITLED: "AN ACT PR0YIBHl6-'PHA'l'-A-MEMBER 

0P-'PHB-HNiYBRSi'P¥-5¥5'PEM-0P'Pi0NAb--RE'PiREMEN'P--PR06RAM--MHS'P 

REEEIYB--'PHE--PHbb--EMPb0¥ER--EBN'PRIBH'Pf0N-'PB-'PHE-RE'PIREMEN'P 

PRB6RAM,--REPEAbIN6--'PHE--RBeHfREMBN'l'---PBR---AN---AE'PHARIAb 

INVBS'PIGA'PIBN--'PB--BB'PBRMINB--HNPHNBBB-bfABlbf'PIBS DIRECTING 

THE LEGISLATIVE AUDITOR TO DETERMINE THE VALUE OF PAST 

SERVICE LIABILITY OF TEACHERS' RETIREMENT SYSTEM MEMBERS OF 

THE MONTANA UNIVERSITY SYSTEM; AMENDING SEE'PIBN--l9-zl-z03, 

MEA7--RBPEAbIN6 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: 

"19-21-111. Actuarial investigation to determine 

ttn~~ftded past service liability compared to contributions 

required. {l) en-dttfte-3&,--%9987--the--teaeher~~--~et±rement 

beard-~ha¼¼-meke-an-aetnar±e¼-±n~e~t±9at±on-o~-the-teoe~e~~~ 

ret±rement--~yseem--to--determ±ne--the-pe~~-~er~iee-ttnftlnded 

!±ab¼!±ty-o£-aet±~e,-±naet±ve7 -and-retired--member~--of--the 

~,n• .,.,,,.,,., counco, 
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SB 0264/02 

Montena--~n±~ers±ty-sys~em,-~~e-~a¼ttatieft-ffltt$t-determifte-the 

efreet-on-the-afflortiza~ien-o£-the-ttn£tt~ded-liabil±ty-o£--the 

teacher~~--ret±rement--$y~tem--eattsed-by-per~on~-e%eet±ng-to 

partie±~ate--±n--t"e--optioftal---ret±rement---programo The 

le.9.islative audicor 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 requi:ed of the Montana university system on 

behalf of teachers' retirement system members pursuant to 

19-4-605. The boa~d legislative auditor shall report ±t$ his 

findings to the 52nd 53rd legislature. 

( 2) If the valuation determines that the percentage 

contrib~tion established in 19-21-203(2)(b) has an adverse 

effect ~n 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 l, 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 

Jdditi011al dum en t~at account except to the extent that 

those cnat1gcs benefit members of the teachers' retirement 

SECOND READING 
-2- SB 264 



SB 0264/02 

1 system who are employees of the Montana university system. 

2 {4) If the valuation determines that the board of 

3 regents is paying an amount in excess of that needed to 

~ amortize the unfunded liability, the teachers' retirement 

5 board shall credit the board of regents for the excess 

6 payments. The board of regents shall credit the active 

7 participants in the optional retirement program with the 

8 excess payments." 

9 NEW SECTION. Section 2. Effective date. l This act l is 

10 effective on passage and approval. 

-End-

-3- SB 264 
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SENATE BILL NO. 264 

INTRODUCED BY FRITZ, THOMAS, DRISCOLL, 

SQUIRES, NATHE, VANVALKENBURG 

A BILL FOR AN ACT ENTITLED: "AN ACT PR8YfBfN6-THAT-A-MEMBBR 

0P-THB-0NfYBRSfT¥-S¥STBM-0PTf0NAI,--RBTfRBMBNT--PR06RAM--M0ST 

RB€BfYB--THB--P0bb--BMPb0¥BR--€0N'l'RfB0Tf0N-T0-THB-RBTfRBMBNT 

PR06RAM~--RBPBAbfNS--THB--RBe0fRBMBNT---P0R---AN---ABTSARfJILb 

fNYBSTfSATf8N--T0--BBTl!RMfNB--0NP0NBBB-bfABfbfTfBS DIRECTING 

THE LEGISLATIVE AUDITOR TO DETERMINE THE VALUE OF PAST 

SERVICE LIABILITY OF TEACHERS' RETIREMENT SYSTEM MEMBERS OF 

THE MONTANA UNIVERSITY SYSTEM; AMENDING SB€Tf8N--¼9-i¼-i&3r 

M€A~--RBPBAbfli8 SECTION 19-21-ll.l, MCA; ANO 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: 

"19-21-111. Actuarial investigation to determine 

ttnEttnded past setvice liability compared to contributions 

required. (1) en-attne-39,--¼998,--ehe--teaehersi--ret±remeft~ 

beard-ehai¼-nut~e-an-ae~ttaria¼-±n¥est±9at±on-0E-the-teaeherei 

reti~emen~--system--to--determ±ne--the-~ae~-se~v±e~-ttnfunded 

¼±ab±¼±ty-0£-aet±~e,-¼naet±ve,-aftd-ret±red--members--oE--the 

~.,.. , .. ,.,.,,.. ca,,nc,, 
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SB 0264/02 

Mentana--university-systemT-~he-va¼aatien-mttst-determ¼fte-t~e 

eE£eet-eft-the-amert¼zat¼eft-eE-the-an£anded-¼i8bility-e~--the 

teachersi--retirefflene--system--eattsed-by-persefts-e¼eet±n9-to 

part¼e¼~ate--¼n--the--optiena¼---retirement---preqram• 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 required of the Montana university system on 

behalf of teachers' retirement system members pursuant to 

19-4-605. The heard legislative auditor shall report its his 

findings to the Si~d 53rd legislature. 

(2) If the valuation 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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1 system who are employees of the Montana university system. 

2 14) If the valuation determines that the board of 

3 regents is paying an amount in excess of that needed to 

4 

5 

6 

7 

e 

9 

amortize the unfunded liability, 

board shall credit the board 

payments. The board of regents 

participants in the optional 

excess payments.• 

the teachers' retirement 

of regents for the excess 

shall credit the active 

retirement program with the 

NEW SECTION. Section 2. Effective date. [This act] is 

10 effective on passage and approval. 

-End-

-3- SB 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,E},~ft'1hliirman 

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." 
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SENATE BILL NO, 264 

INTRODUCED BY FRITZ, THOMAS, DRISCOLL, 

SQUIRES, NATHE, VANVALKENBURG 

A BILL FOR AN ACT ENTITLED: "AN ACT PR8YIBINS-THAT-A-MEMBER 

8P-THE-8NfYERSIT¥-S¥STEM-8P'PfeNAb--RETfREMENT--PR96RAM--M8ST 

REeBfYE--THE--PBbb--EMPb8¥ER--eeNTRIBBTfeN-T8-THB-RETIREMENT 

PR06RAM7--RE!PBAbfNG--THE--RseBIRBIIENT---P8R---AN---AeTHARIAb 

INVESTISATISN--'1'8--BETERMiNE--BNPHNBBB-bfABfbfTfES DIRECTING 

THE LEGISLATIVE AUDITOR TO DETERMINE THE VALUE OF PAST 

SERVICE LIABILITY OF TEACHERS' RETIREMENT SYSTEM MEMBERS OF 

THE MONTANA UNIVERSITY SYSTEM; AMENDING SEBTl8N--i9-i±-i837 

MBA7--REPBAbfN8 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: 

"19-21-111. Actuarial investigation to determine 

ttnEttftdea past service liability compared to contributions 

required. (1) en-dttfte-38,--r9997 --~he--teacfterei--ret~reme~t 

beard-sha¼¼-make-an-aetttar±a¼-¼n~es~igat±en-0£-~he-eeaehers~ 

retiremen~--eyetem--to--de~ermifte--the-paet-eer~±ce-ttnftlnded 

iiae±±±ty-of-aetive7-±nae~i•e,-and-~etired--members--or--the 

~n• ,..,,,..; •• council 
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SB 0264/03 

Meneana--ttni•e~s~~y-sys~em,-~he-•8ittation-mttst-determine-tfte 

erreet-en-the-amort¼z8tion-oE-tfte-ttn£ttnded-¼iah¼i¼ty-o£--tfte 

teaehers~--reeiremeftt--system--eaase~-by-persons-e¼eet¼~g-to 

~ftrt±eipate--in--the--optiona¼---retirement---preg~am. The 

legislative auditor shall, using independent actuarial 

assistance as necessary and in cooperation with the 

teachers' retirement board _anc!_ t~e board of regents, 

determine the dollar value of past service liability of 

active, inactive and retired teachers'_ re~irement -~stem 

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 ¼ts his 

findings to the 5:nd 53rd legislature. THE OFFICE OF THE 

COMMISSIONER OF HIGHER EDUCATION SHALL PAY FOR THE 

DETERMINATIONL_ REQUIRED BY THIS SECTION, OF PAST SERVICE 

LIABILITY OF TEACHERS' RETIREMENT SYSTEM MEMBERS COMPARED TO 

CONTRIBUTIONS REQ_UIRED OF THE MONTANA UNIVERSITY SYSTEM. 

(2) If the valuation determines that the percentage 

contribution established in 19-21-203(2)(b) has an adverse 

effect on the amorti2ation 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 

-2- SB 264 

REFERENCE BILL 
AS AH!NDll:D 
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1 unfunded liabilities may not be considered in the valuation, 

2 and the board of regents may not be required to pay any 

3 additional su~.1 on that account except to the extent that 

4 those changes benefit members of the teachers' retirement 

5 system who are employees of the Montana university system. 

6 (4) If the valuation determines that the board of 

7 regents is paying an amount in excess of that needed to 

8 amortize the unfunded liability, the teachers' retirement 

9 board shall credit the board of regents for the excess 

10 payments. The board of regents shall credit the active 

11 participants in the optional retirement program with the 

12 excess payments." 

l3 NEW SECTION. Section 2. Effective date. {This act] is 

14 effective on passage and approval. 

-End-

-3- SB 264 




