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1 K%ﬁﬂLL NDe _AAT 1 in use by the systemes
2 INTRODUCED BY 2 {5} ™Actuary" means the actuary retained by the board

=<

3 ] 3 in accordance with 19-3-305.

4 A BILL FOR AN ACY ENTITLED: "AN ACT REDEFINING REGULAR 4 {6) ™Additional contributions® means contributions by
5 INTEREST FOR THE PUBLIC EMPLOYEES® AND TEACHERS® RETIREMENT 5 members under the provisions of 19-3-T02.

& SYSTEMS AND REMOGVING THE AUTHSRITY OF THE RETIREMENT BOARDS ] {7T) ™Annuity” means payments for life derived from
7 TO SET THE INTEREST RATES FOR THE SYSTEMS; AMENDING SELTICNS 7 contributions made by a member as provided in this chaptere
& 19-3~1049 19-3-304y 19-4-101y 19-45-201y AND 19-4-501, MCA." B {3) *"Beneficiary®™ wmeans the person so designated
9 9 pursuant to part 13 of this chaptere

10 B8E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 10 {9) "Benefit"™ means the retirement allowances
11 Section l. Section 19-3-104s MCAy is amended to read: 11 survivorship allowances death benefity or refund of
12 "19-3~104« Definitionse Unless the context requires 12 accumul ated contributions provided oy this chapter.

13 otherwisey in this chapter the following definitions apply: 13 {10) ®3oard™ means the public employees® retirement
14 (1) *“Accumulated additional contributions™ means the 14 board provided for in 2-15-1009.

15 sum of all the additional contributions standing to the 15 {11) “Compensation® means remuneration paid out of
16 credit cf a member®s indiviiua) accounts tcgether with th: 16 funds controlled by an employere The compansation of each
17 regular interest thereon. 17 member of the legislature of Montana for any year shall be
1 {2}y ®accumvlatad contributions” wmeasns  the sua oT 18 considerad to bte that portion of the product of the daily
14 secunuteted  peorual contributicons and zecumulsted cddition=2l 19 compensation for such position multiplied by 360 upon which
25 contrioutionse 20 such member elects to pay normal contributions during the
21 {3) "™Accumulated normal contributions™ means the sum 21 years

22 of 211 the normal contributions standing to the credit of a 22 {12) ®Contracting employer™ means any polftica1
23 member*s individual account without intaresta. 23 subdivision or cgovernmental entity which has contracted to
24 (4} ™Actuarial equivalent® means a bosenefit of equal 24 come into the systeme

25 valu: when computed upon the basis of thes actuarial tables 25 {13) "Creditable service®™ means the aggareqgqate of
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membership service and prior services A wember employed on a
part~time basis shall receive credit for a year of service
for each fiscal year during which such member was eomployed
throughout the year and was engaged in his duties the full
amount of time he was required by his employment to be so
engagedas

(14) "Disability" and ®incapacity ¥for performance of
duty™e referred to herein as 3 basis of retirementy mean
disability of permanent duration or disability of extended
and uncertain durations as determined by the board on the
basis of competent medical opinione.

(15) “Employee™ means any person who is employed by an
employer in any capacity whatever and whose salary is paid
either by warrant of the employer or from the fees or income
of any department or agency of the employer. ®"cmployee™
means further any person considered such pursuant to
19-3~-402.

{16) "cmployer® means the state of HMontanay its
university system or any of the collegesy schoolsy
componentsy oOr units thereof :for the purposes of this
chapters or any political subdivision or governmental entity
which has contracted to come intc the systeme

{17) "Employer contributions” mesans payments to the
retirement fund from appropristions of the state of Montana

pursuant to 19-3-801 and from contracting employers pursuant

-3 -
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to the contracts between them 2nd the boards

{18) "Final compensation® means a member*s highest
average annual compensation during any 2 consecutive years
of meubership servicees Lump-sum payments for sick leave and
annual leave paid to the employee upon termination of
employment may be wused in the calculation of a retiremant
allowance only to the extent that they are used to reé?ace-
on a month for menth basisy the normal compensation for a
month or months included in the calculation of +the final
salarye A lump-sum payment may not be added to a single
month's cogpensation.

{19) ®Fiscal year™ means any year commencing withk July
1 and ending June 30 next followWinge

{20} ®™Head of department™ means the head of any
departmenty institutions of branch of the state service
which directly pays salaries out of its income or which
preparesy approvess and submits salary statements of its
employees to the department of administraticsns state
auditore and state treasurer for paymentas

{21) "Member™ means any person included in the
membership of the retirement system set forth in 19-3-4Cl
and not excluded in 19-3-402y 19-3-4034 or 19-3-406.

{22) ®"Hembership service™ means service with respect to
which normal contributions and employer contributions 3re

paide A member of the tlegislature of Montana shall be
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creditec with mempership service for that portion of each
year for which he pays normal contributions pursuant to
subsection {11) of this sectione

(23} "Normal contributions®™ means contributions
required from members wunder this chapter and any optional
contributions made under the provisions of 19-3-502 and
19-3~T04

(24) *Pension™ means payments for 1life derived from
contributions made from the state controlled funds ore in
the case of members from contracting employerss from the
funds of such contracting employersy as provided in this
chaptere

{25) "Prior service® means all service rendered as an
employee of the state before July 1y 1945y and 21l service
rendered as an employea of a contracting employer before
July 1y 1947« Prior service includes all service rendered
prior to July 1s 1945s as a wmember of the legislative
assembly or lieutenant governor of Montanae

{26) "Reqular interest™ means ¥aterese-at-the-rote——set
from——time--to-time—by-the-board the overgl]l portfolio_yjeld
for_the retirement fund in the previous fiscal _year _migus
reasenable expepses for adminisiratione.

{27} "Retirement"™ means withdrawal from active service
with a retirement allowance granted under thes provisions of

this chaptere
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{28) "™Retirement allowance™ means the periodic benefit
payable following services earlyy or disability retirement.

(29) "Retirement fund” means tha oublic employees*
retirement account in the agency funde

{30) “Retirement system™ weans the public employees?
retirement system created by this chapter.

{31) ™Service™ means employment of an employees except
as provided in 19-3-501 and 19-3-502.

(32) "Survivorship allowance™ means payments for 1life
to the beneficiary of a deceased member as provided in part
12 of this chaptere

(33) "HWritten application®™ means a written instrument
duly executed and filed with the board and containing all
information required by the boards including such proofs of
age as the board considers naecessarye™

Section 2« Section 19-3~304s MCAsy is amended to read:

*19-3~30%4e Powers and duties of boarde (1) The board
may establish such rules as it deems proper for the
administration and cperation of the retirement system and
snforcement of this chapters subject to its limitatione The
board shall establish those uniform rules 2s are necessary
to determine credit for fractional years of servicees .

{2) The bovard shall determine who are employees within
the wmeaning of this chaptere The board shall be the sole

authority under this chapter as to the conditions under

£ e e
/}/éj ,f‘:" s

- -



-

owN

10
11
12
13
14
15
16
17
13
19
20
21
22
23
24

25

LC 0531i/01

which persons may become members of and receive benefits
gnder the retirement systeme The boars shall determine and
may wmodify allowances for service and disability under this
chapter. A1l persons in similar circumstances shall be
treated alike.

(3) The board shall maintain such records and accounts
it determines necessary for the administration of this
chapter.

{4) Upon the basis of the findings of the actuary
pursuant to 19-3-305s the board shall adopt those actuarial
tables and-those-rates~of--reguiar-—interest it determines
appropriate to comply with the provisions of this chapter.®

Section 3« Section 19-4-101y MCA, is amended to read:

"19-4~101le. Definitionse As used in this chaptery
unless the context clearly indicates otherwisey 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 his individual account in
the annuity savings funds together with interest. Regular
interest shall be computed and allowed to provide a benefit
at the time of retirementes

(2) ™Actuarial eguivalent® means a benefit of equal
valuz when computeds with reqular fnterests on the basis of

the mortality tables adopted by the retirement boarde
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{3) TAannuity"™ means the payments made to a beneficiary
for life which are derived from a member's accusulated
contributionse

(4) ™Annuity reserve™ means the present value of all
payments to be made on account of a wewber®s annuity
computedy with regular interests on the basis of the
mortality tables adopted by the retirement boarde

{5) "Average final compensation™ means the average of
the earned compensation of a member during the 3 consecutive
years of full-time service which yield the highest average
and on which contributions have been made as required by
19-4-602(1) s

{&) "Beneficiary®™ means 2 person in receipt of a
pensiones annuitye retirement allouénCEs or other benefit
provided by the retirement systeme

{7) ™"Creditable service® is that service defined by
19-4-401.

{8) ®™Earned compensation® means the full compensztions
payes or salary actually paid to a member and reported to the
retirement systemsy including irregular forms of
remunerations such as amounts paid for special duty or under
a salary reduction agreements and amounts paid in kindy such
as maintenance. The employer shall fix the value of any
compensation paid in kinde The earned compensation of =&

member whe had Tess than 3 consecutive years of full-time

-8~
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service during the 5 years preceding his retirement is the
compensations pays or salary which he would have earned hac
his part—time service been full-time services The earned
compensation of a member who is awarded a disability
retirement allowance prior to the completion of a full vyear
is the compensations pays or salary which he would have
received had he completed the full yeare.

{9) "Employer®™ means the state of Montanae the
trustees of a districts or any other agency or subdivision
of the state which employs a person who is designated a
member of the retirement system.

(10) "Full-time service® means service which is
full-time and which extends over a normal academic year of
at least 9 monthse With respect to those mempers employed by
the office of the superintendent of public instructions any
other state agency or institutions or the office of a county
superintendenty "full-time service®” means service which is
full-time and which totals at Tleast S months in any one
yeare

{11) "Member™ means a person who has an individual
account in the annuity savings funde An active member is 2
person included wunder +the provisions of 19-4-302. An
inactive member is a person included under the provisions of
19~4-3203.

{12) "Part-time service®™ means service which is less
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than full-time or which totals less than 9 months in any one
yeare Part—time service shall be credited in the proportion
that the actual time worked bears to full-time service.

(13) "Pension™ means the payments wmade to a beneficiary
for 1life which are paid out of the pension accumulation
funde

(14} "Pension reserve®™ means the present value of all
payments to be made on account of a pension computedsy with
regular interestsy on the basis of the mortality tables
adopted by the retirement boarde.

{15} ®Prior service®™ means employment of the same
nature as service defined in subsection {20} of this section
but rendered before September 1y 1937.

{16) "Regular interest™ means itnterest—at-4¥-per——oannum
compounded-—annualty-—-or-at-such-other-rate-ns-may-be-set-by
the—-retirement-board-—-in~-acecordance——with--19-4-583¢2% ifhe
overall _portfolio yield for. the  retiremept. fund in the
previous _fiscal year . minus __ reasouable.  expenses  for
administration.

{17) "Retirement allowance™ means the annuity plus the
pensione

(18) "“Retirement bcard® means the retirement sygtem's
governing board provided for in 2-15-1010.

(19) "Retireament system™ means the teachers® retirement

system of the state of Montana provided for in 19-4-102.
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{20) "Service® means the performance of such
instructiona! duties or related activities as would entitle
the person to active wmembership in the retirement system
under the provisions of 19-4-302.%

Section 4« Section 19-4-201y MCAy is amended to read:

*19-4-201. Administration by retirement hoarde The
retirement board shall administer and operate the retirement
system within the limitations prescribec¢ by this chapters
and to this endy it is the duty of the retirement board to:

(1) establish rules necessary for the proper
administration and operation of the retirement system;

{2) approve or disapprove all expenditures necessary
for the proper operation of the retirement systemi

{3} keep a record of all its proceedingsy which must
be open to public inspection;

{#) pubiish a biennial report by January 1 of each
year the legisiature meets which reports in detz2il the
fiscal transactions for the 2 fiscal vyears immeciately
preceding the report due dates the amount of tha accumulated
cash and securities cf the retirément systemy and the 1last
fiscal year balance sheet showing the assets and liabilities
of the retirement system and submit the biennial report to
the governor and furnish copies to the legislatures;

{5) keep in convenient form that data which is

necessary for actuarial wvaluation of the various funds of

-11-
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the retirement system and for checking the experience of the
retirement systems

{6) prepare an annual valuation of the ass2ts ana
liabilities of the retirement system;

{T) prescribe a form for membership application which
will provide adequate and necessary information for the
proper operation cf the retirement system;

t6F—~annuaiiy—determine—the-reate—of-requiar—interest-as
presertbed-in-19-4-501%

£9¥{8) establish and maintain the funds of the
retirement system in accordance with the provisions of part
& of this chapteri and

€18¥{9) perform such other duties and functions as are
required to properly administer and operate the retirement
systeme®

Section 5« Section 19-4-50ly MCAy is amended to read:

n19-4~5Gl. Financial administration of moneyse The
members of the retirement board are the trustees of 211
moneys collected for the retirement systems and as such
trusteess they shall provide for the financial
administration of the moneys in the following manner:

{1) The moneys shall be invested and r=invested by the
state board of investmentse.

£2)3-~Fhe-retirement—bosrd-annualty-shati-estaptish-—the

rete-of-requiar-interests

-12-
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+3¥{2}) The retirement board annually shall divide
among the several funds of the retirement system an amount
egqual to the average bpalance of the funds during the
preceding fiscal year multiplied by the vate of regular
intereste In accordance with the provisions of 19-4~605(5)s
the amount to be credited to each fund shall be allocated
from the interest and other earnings on the moneys cf the
retirement system actually realized during the preceding
fiscal yeary 1less the amount allocated to the expense fund
under the provisions of 19-4-606.

t4313) The state treasurer is the custodian of the
collected retirement system moneys and of the securities in
which the moneys are investede A1l expenditures from the
moneys may be made only upon claims signed by two persons
designated by the retirement boarde A properly attested copy
of a resolution of the retirement board designating such
persons and bearing on its face specimen signatures of each
person shall be filed with the departaent of administration
as its authority for approving such claimse

+5¥{4) A1l the funds established by part & of this
chapters except the expense funds shall be accounts in the
agency fund of the treasury fund structure of the statee The
expense fund shall be an account in the earmarked revenue
fund of the same treasury fund structure."

-End-

-13-—

HEE 175



STATE OF MONTANA

RequesT no.__ 0781
FISCAL NOTE
Form BD-15
In compliance with a written request received 1=11 , 19 _80 | there is hereby submitted a Fiscal Note

for H.B. 115

pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request. '

DESCRIPTION OF LEGISLATION:

H.B. 115 sets the interest rate credited to employee contribution based oni.the yield
earned by the system in the previous year.

Assumption: 1. Assume yleld remains the same over next two years at 8,78%.
2. Present interest rate 7.50%
3. Increase in interest refunded $100,889 per year.

FISCAL IMPACT

The cost to the retirement fund over the next two years could be in excess of $300,000.
In addition, there would be increased liability for lump sum death payments and refund of
the balance of a member account on a regular retirement which will be approximately
$311,000 per fiscal year.

PUBLIC EMPLOYEES:

FY 82 FY 83 Total
Cost to the Retirement System $ 411,000 $ 512,000 $ 923,000
TEACHERS:
Cost to the Retirement System & 50,782 $ 56,369 $ 107,151
Total Cost $1,'030!151
COMMENT:

The retirement funds will be, over the next several years, refunding at a higher rate,
however, should the yield earned by the fund decrease, the interest credited could be

greater than the interest being earned.

BUDGET DIRECTOR
Office of Budget and Program Planning

Date:




