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/1#1/iC. BILL NO. ~ 

INTRODUCED BY ....yaed 
BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION 

A BILL FOR AN ACT ENTITLED: "'AN ACT TO TEMPORARILY REDUCE 

THE EMPLOYER AND EMPLOYEE CONTRIBUTION RATES TO THE PUBLIC 

EMPLOYEES' RETIREMENT SYSTEM DURING FISCAL YEARS 1988 AND 

1989; AMENDING SECTIONS 19-3-701 AND 19-3-801, MCA; AND 

PROVIDING AN EFFECTIVE DATE AND A TERMINATION DATE." 

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

Section l. Section 19-3-701, MCA, is amended to read: 

''19-3-701. Member's contribution to be deducted. (1) 

The normal contribution of each member is 6\ of his 

compensation from July 1, 1975, to June 30, 1987; 5\ of his 

compensation from July 1, 1987, to June 30, 1989; and 6% of 

his compensation from July 1, 1989, and thereafter. Payment 

of salaries or wages less the contribution shall be full and 

complete discharge and acquittance of all claims and demands 

whatsoever for the service rendered by members during the 

period covered by the payment, except their claims to the 

benefits to which they may be entitled under the provisions 

of this chapter. 

(2) Each ereployer, pursuant to section 414{h}(2) of 

the federal Internal Revenue Code of 1954, as amended and 
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applicable on July 1, 1985, shall pick up and pay the 

contributions whictl would be payable by the member under 

subsection (1) for service rendered after June 30, 1985. 

( 3) 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. 

(4) 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 wages as defined in 19-1-102 and his compensation 

as defined in 19-3-104. 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 board. 

{5) For the purposes of this section, salaries and 

wages are considered earned when paid." 

Section 2. Section 19-3-801, MCA, is amended to read: 

"19-3-801. Employer contribution rates actuarial 

determination. (1) Each employer shall contribute to the 

cost of benefits under the system. The amount of the 

employer contributions shall be computed by applying to 

-2- INTRODUCED BILL 
HI3·J..l1 



1 

2 

3 

4 

5 

6 

7 

8 

LC 0786/01 

member's compensation the sum of the current service 

contribution rate and the unfunded liability contribution 

rate. The sum of these rates shall be 6.417% from July 1, 

1983, to June 30, 1987; 5\ from July 1, 1987, to June 30, 

1989; and 6.417% from July 1, 1989, and thereafter. 

(2) The actuary shall determine the current service 

contribution rate to be that level percentage of the present 

value of the future compensation of the average new member 

9 entering the system which equals the then present value of 

10 the excess of all prospective benefits in respect of such 

11 member over the member's own normal contributions. 

12 ( 3) The act·ua ry sha 11 det errni ne the minimum unfunded 

13 liability contribution rate to be that level percentage of 

14 the present value of the prospective compensation of all 

15 members for the 40-year period following the date of the 

16 determination which is equal to the unfunded liability oo 

17 that date. The unfunded liability at any time is the excess 

18 of the present value of all future benefits payable in 

19 respect of all persons then entitled to benefits under the 

20 system over the sum of the retirement fund and the present 

21 values of the future current service contributions and 

22 normal contributions payable in respect of all such persons. 

23 14) For the purposes of this sect ion, em_plo~ 

24 contribution rates will app~~ember's compensation when 

25 actually paid." 
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NEW SECTION. Section 3. Extension of authority. Any 

existing authority of the public employees' retirement board 

to make rules on the subject of the provisions of this act 

is extended to the provisions of this act. 

NEW SECTION. Section 4. Effective date 

termination. This act is effective July lr 1987, and 

terminates June 30, 1989. 

-End-
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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 HB229, as introduced. 
REVISED FISCAL NOTE 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act to temporarily reduce the employer and employee contribution rates to the Public Employees' Retirement 
System during fiscal years 1988 and 1989. 

ASSUMPTIONS: 
1. Salaries for FY88 and FY89 are based upon the November 1986 payroll reports received by the Public 

Employees' Retirement Division for PERS-covered employees. No increase in salaries is assumed for the next 
biennium. If salaries increase, additional savings will accrue to employers and employees and less income 
will accrue to the PERS trust fund. 

2. Reducing the employer contribution rate from 6.417% of covered salaries to 5.0% of covered salaries and 
reducing the employee contribution rate from 6.0% of covered salaries to 5.0% of covered salaries for the 
period July 1, 1987 through June 30, 1988, would result in a 3.13 year increase in the amortization period 
required to fund the system's current unfunded liability (from 28.24 years to 31.37 years). (Information 
provided by Alton Hendrickson, consulting actuary to the Public Employees' Retirement System.) 

3. Assume 30% of state positions are funded through the general fund and 70% are non-general fund. 
4. PERS membership profile: 

Annualized Total Percent of Average % of Total Total % of 
Empl?yee Group Payroll Members Membership Salary Contributions FTE's FTE's 
State $195,850,043 9,643 37% $20,310 46% 9,190 38% 
University 36,048,423 2,172 8% 16,597 8% 2,105 9% 
Local Government 199,269,375 14,292 55% 13,943 46% 12,920 53% 

TOTAL $431,167,841 26,107 (Avg.) $16,515 24,215 

(All figures projected from the November 1986 payroll report received by the Public Employees Retirement System. 
FTE's have been calculated based upon the total hours reported, assuming 160 hours is one FTE.) 

FISCAL IMPACT: 
Employers 

State (Including U-system) 
Local Government 

TOTAL 

Assuming 30% of personal services 
year of the biennium. 

JJ 
HUNTER, 

Office of Budget and 

FY88 

$3,286,001 
2,823,647 

$6,109,648 

FY89 

$3,286,001 
2,823,647 

$6,109,648 

is paid by the general fund the savings to the general fund is $985,800 for each 

u // / 
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Fiscal Note for HB229, as introduced. 
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EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 
Will decrease expenditures of local government PERS employers (all counties, some cities, school districts, and 
other special districts) by $2,823,647 in each year of the next biennium. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 
Will decrease contributions into the PERS trust fund by $20,842,652 by June 30, 1988. 
period required to amortize the unfunded liabilities of the system from 28.24 years to 
no effect on the payment of current or future retirement benefits. 

This will increase the 
31.37 years but will have 

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION: 
There will need to be a coordination provision added to this bill in the event that both this legislation and the 
proposal to change the normal retirement service period to 25 years (LC 691) become law. This bill reduces the 
employee contribution rate from 6.0% to 5.0% for two years; LC 691 increases the employee contribution rate from 
6.07. to 7.0% for 40 years. If both bills pass, the contribution rate would remain at 6% until July 1, 1988, at 
which time it would increase to 7% until July 1, 2027. 


