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HOUSE BILL NO. 234 

INTRODUCED BY SPAETH, COCCHIARELLA, MANNING, WALKER, 
PETERSON, RASMUSSEN, SQUIRES, GRADY, CAMPBELL, NATHE, 
MENAHAN, J. BROWN, PAVLOVICH, QUILICI, MAZUREK, HARP, 

NISBET, R. NELSON, STRIZICH, BECK, DRISCOLL, STANG, 
B. BROWN, HARPER, RICE, CONNELLY, THOMAS, O'KEEFE, 
ANDERSON, IVERSON, MCCORMICK, SCHYE, EUDAILY, ECK, 

NORMAN, JACOBSON, O'CONNELL, VINCENT, GLASER, 

JANUARY 17, 1989 

FEBRUARY 15, 1989 

FEBRUARY 16, 1989 

FEBRUARY 18, 1989 

FEBRUARY 20, 1989 

MARCH 20, 1989 

MARCH 21, 1989 

MARCH 22, 1989 

MARCH 23, 1989 

LYNCH, BROOKE, D. BROWN, MOORE 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON STATE ADMINISTRATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

ON MOTION, REREFERRED TO COMMITTEE 
ON APPROPRIATIONS. 

COMMITTEE RECOMMEND BILL 
DO PASS. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 89; NOES, 7. 

TRANSMITTED TO SENATE. 



MARCH 27, 1989 

MARCH 31, 1989 

APRIL 1, 1989 

APRIL 4, 1989 

APRIL 5, 1989 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON STATE ADMINISTRATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 47; NOES, 0. 

RETURNED TO HOUSE. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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: " ACT I!REASING .:JMEMB~ AND 

/ilt~~--...-...JJ<.-----"1'1 'c ;j,,.__,c R 

~~~~~~0 THE PUBLI~ i -LOYE~EME~•.;,JI,, 
- Ml:f ~f:"'_,'hL<~ Lfi.Tr;.;~-SERir'd: A7~~~th1";/-

RETIREMENT ALLOWANCES UNDER THE;.:,· · . 

RETIREMENT SYSTEM; AMENDING SECTIONS 19-3-701, 19-3-801,~ 
19-3-904, AND 19-3-1008, MCA; A,t PROVIDING AN 

~~AN\J~~%1~~:~ 
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: ~-,~~~< 

Section 1. section 19-3-701, MCA, is amended to read: 

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

~fte On and before June 30, 1989, the normal contribution of 

each member is 6\ of his compensation. The normal 

contribution of each member increases to: 

(a) 6.15% of his compensation on July 1, 1989; 

(b) 6.30\ of his compensation on July 1, 1990; 

(c) 6.417\ of his compensation on July 1, 1991; 

(d) 6.55\ of his compensation on July 1, 1992; and 

(e) 6.70\ of his compensation on July 1, 1993. 

111 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 

~ ... ._,., ... <oun<H 
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LC 0558/01 

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. 

t~tlll Each employer, pursuant to section 414(h)(2) of 

the federal Internal Revenue Code of 1954, as amended and 

applicable on July 1, 1985, shall pick up and pay the 

contributions which would be payable by the member under 

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

t3ti!l 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. 

t4tiil 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-l-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." 

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

"19-3-801. Employer contribution rates actuarial 

-2- INTRODUCED BILL 
liB ~31 
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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 

member's compensation the sum of the current service 

contribution rate and the unfunded liability contribution 

rate. The sum of these rates sh8ii-b~ is 6.417% from July 1, 

1983, and-ther~sfte~ to June 30, 1992. The sum of the rates 

increases to 6.55\ on July 1, 1992, and to 6.70% on July 1, 

1993. 

(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 

entering the system which equals the then present value of 

the excess of all prospective benefits in respect of such 

member over the member's own normal contributions. 

(3) The actuary shall determine the minimum unfunded 

liability contribution rate to be that level percentage of 

the present value of the prospective compensation of all 

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

determination which is equal to the unfunded liability on 

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

of the present value of all future benefits payable in 

respect of all ·persons then entitled to benefits under the 

system over the sum of the retirement fund and the present 

values of the future current service contributions and 
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normal contributions payable in respect of all such 

persons." 

Section 3. Section 19-3-904, MCA, is amended to read: 

"19-J-904. Amount of retirement allowance. (1) The 

annual amount of retirement allowance payable to a member 

following his service retirement is the sum of (a), (b), and 

(c) as follows: 

(a) an annuity which is the actuarial equivalent of 

his accumulated additional contributions on the day his 

retirement allowance commences; 

(b) one-~ixtieth one fifty-sixth of his final 

compensation multiplied by the number of years of his 

creditable service; 

(c) any retirement allowance payable under 19-3-905. 

(2) If a member dies after retirement and has not 

elected an optional retirement allowance provided for in 

19-3-1101, his beneficiary will be paid the excess, if any, 

of the member's accumulated contributions on the day his 

retirement allowance commenced over the total of the 

retirement allowance payments made to the retired member." 

Section 4. Section 19-3-1008., MCA, is amended to read: 

"19-3-1008. Allowance for nonduty-related disability. 

(1) The annual amount of retirement allowance payable to a 

member eligible for disability retirement for other than 

duty-related reasons is the sum of (a), (b), and (c) as 

-4-
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follows: 

{a) an annuity which is the actuarial equivalent of 

his accumulated additional contributions on the day his 

retirement allowance commences; 

(b) an annuity which is the actuarial equivalent of 

his accumulated normal contributions with normal interest to 

the day his retirement allowance commences; 

(c) if, in the opinion of the board, the disability is 

not due to intemperance, willful misconduct, or violation of 

law on the part of the member, a pension which is the 

greater of (i) or (ii) as follows: 

(i} a pension which, together with the annuity 

provided under subsection (b), shall make the retirement 

allowance equal to 90% of one-stxt±eth one fifty-sixth of 

15 his final compensation multiplied by his years of creditable 

16 service; 

17 (ii) a retirement allowance equal to 25% of his final 

18 compensation. 

19 (2) Except as provided in 19-3-1201, if a member dies 

20 after retirement and has not elected an optional retirement 

21 allowance provided for in 19-3-1101, his beneficiary will be 

22 paid the excess, if any, of the member's accumulated 

23 contributions on the day his retirement allowance commenced 

24 over the total of the retirement allowance payments made to 

25 the retired member. 11 
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NEW SECTION. Section 5. Extension of authority. Any 

existing authority to make rules on the subject of the 

provisions of [this act) is extended to the provisions of 

(this act). 

NEW SECTION. Section 6. Effective date. (This act) is 

effective on passage and approval. 

NEW SECTION. Section 7. Applicability. [This 

applies to members retiring on or after [the effective 

of this act]. 

-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 HS234 , as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act increasing member and eeployer contributions to the public employee's retirement system revising the formula 
for calculating service and nonduty-related disability retirement allowances under the retiremeftt system; amending 
Sections 19-3-701, 19-3-801, 19-3-904, and 19-3-1008, MCA; and providing an immediate effective date and an 
applicability date. 

ASSUMPTIONS: 

1. This legislation will not create an additional retirement eligibility for any PERS member; therefore, no 
additional retirements will result from this bill. No additional staffing requirements are expected; 
however, contribution rate changes required by this bill must be programmed into the agency's computer 
system each year for 5 years, requiring increases in the Public Employees' Retirement Board's Operating 
Budget during each year of the next biennium. 

2. The additional costs as a percentage of covered salaries to fund benefits as they accrue in the future and 
to amortize the costs of this benefit enhancement over 40 years would be .983% of total PERS salaries. The 
bill proposes a staggered phase-in for contribution rate increases; these costs will be amortized over 41.4 
years instead of 40 years. 

3. PERS membership profile (as of October 31, 1988): 
Annualize4 Total Percent of Average % of Total Total % of 

Employer Group Pa:yrol.l Members Membership Salary Contributions FTE 1 s FTE 1 s 
State $200,721.851 9,980 39% $20,112 47% 9,511 40% 
University 36,086,983 2,213 8% 16,307 8% 2,143 9% 
Local Gov't 192,686,769 13,717 53% 14,047 45% 12,401 51% 

TOTAL $429,495,603 25,910 16,576 (avg) 24,055 

(FTE's have been calculated based upon the total hours reported on the October, 1988 PERS monthly payroll report, 
assuming 160 hours is one FTE.) 

GARY L. SPAETH, PRIMARY SPONSOR DATE 

Fiscal Note for HB234, as introduced 

H-S 2-Jt.f 



1.. , .Riscal Note Request HB234 as introduced 
Form, BD-1.5 
~~4 

4. Salaries for FY~ and FY91 are. based upon the October 1988 pay-roll reports. received by the Public Employees' 
Retirement Division for PERS-covered employees. A 2% average increase. in salaries is assumed for. each year 
of. the newt biermiWII'. 

F¥90 FY91 
J?nploxer Group Atm.;;rtzed AnaUI':ized 

Pa;uoll P!Y'J;Oll 
Stata. $2.04, 736,288 $20S,&:U.,.o14 
UniversHy 36,8.0th723 37,544 .. 89&. 
Local Gov't 196 0540,50:4_ 2!JG,471-,314 

TOTA:I... $438,085,515 $446,847,226 
5. PUS members retiring on or after the effective date of this bill will receive an average of 1. 786% of 

FAS/ year of service. (as opposed to 1. 667% under current law. 
6. Employer contribution. rates will not increase until FY93 and FY94. 

FISCAL IMPACT: 

1. Imp,act of Emplo~ee Contribution Rate Increases to the PERS Trust Fund during each year of the next biennium 
will be: 

,_ 

Employe.eGroup 
State 
Unive'lSity 
L.ocal c;o..,.• t 

TOTAL 

Elpployee' Group 
St•at-e 
Unive.rs:tty 
Local. GOv' t 

TOTAL 

Annualized 
Panou 

$204,736,288 
36,.8.08, 723 

196t5402 504 
$43& .. 085,515 

Annualized 
Payroll 

Current 
6% Contribution 

Ra.te 
$12,284-.177 

2",208,.523 
111792, 430' 

$26c,28S~ 130 

Current 
&% Contr.ibut.ion 

Rate 
$12,.52(),861 

2.,252,694 
12.J)2.8't 2.79 

$26. 8"10:,1D4 

F¥90 
67.:Contri'bution 

Rate 
$12.,591,282 

2.,2.63,737 
12,087,241 

$2.&,. 942. , Z6tl 

FY'Il -6% Contribution 
Rift;ec 

$13~156-.354 
2..365':,329 

12.,.629:.693 
$'4&:. lSl,376r 

Anticipated. 
Increase to 
PERS Trust 

$: 657.130 

Anticipa.t:ed 
Ine:re~·to 
PBS Trust 

$ h 340:~ 5.42 

lf4 2J"t 



, Fiscal Note Request HB234 as introduced 
Form BD-15 
Page 3 

2. Impact on operating budget on Public Employees Retirement Division: 

mQ 
Current Proposed Current 

Ex!!enditures: Law Law Difference Law 
FTE 11 11 -0- 11 
Personal Services $251,319 $251,319 $ -0. $251,684 
Operating Expenses 199,990 204,470 4,480 174,409 
Equipment 8 1688 81688 -0- 2,089 

TOTAL $459,997 $464,477 $ 4,480 $428,182 

Fundin11:: Non-expendable Trust Fund 

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 

No impact in FY90 or FY91. There will be an impact in FY93 and FY94. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

FY91 
Proposed 

Law Difference 
11 -0-

$251,684 $ -0-
175,145 736 

2,089 -o-
$428,918 $ 7J6 

Employer contribution rates will increase from 6.417% of PERS covered payroll to 6.55% for FY93 and to 6.7% for 
FY94 and after. Using FY91 payroll assumptions without any further increases projected, this would amount to a 
total additional employer contribution of $594,306 in FY93 and an additional $1,264,578 in FY94 (over current 
biennium). 

Employee contribution rates will increase to 6.417% of salary in FY92; to 6.55% in FY93; and to 6.7% for FY94 and 
after. Using FY91 payroll assumptions without any further increases projected, this would amount to a total 
additional contribution increases of $1,863,353 in FY92; $2,457,659 in FY93; and $3,127,930 in FY94, (All employee 
contributions, including interest, are guaranteed to be repaid either in the form of monthly benefits or a refund.) 

All increases will accrue to the PERS trust fund to fund the benefits created by this bill. 

TECHNICAL OR MECHANICAL DEFECTS OR CONFLICTS WITH EXISTING LEGISLATION: 

If both HB234 and HB235 pass, these two b~lls must be coordinated as the contribution rate changes provided in this 
bill will affect the rates paid under HB235. 

lf8 21'1 



SPONSOR'S-FISCAL NOTE 
Form BD-155 

There is hereby submitted a s~onsor's Fiscal Note for: HB 234 • Version: Introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act increasing member and employer contributions to the public emoloyee's retirement system revising the forp1ula for 
calculating service and nonduty-related disability retirement allowances under the retirement system; amending Sections 
19-3-701, 19-3-801, 19-3-904, and 19-3-1008, MCA; and providing an immediate effective date and an aoolicabilitv date. 

ASSU~1PTIONS: 

1. This legislation will .not create an additional retirement eligibility for an.v PERS Member; however, combined with 
HB 235 this legislation should result in 287 additional and accelerated retirements during the remainder of FY 89 
and FY 90; 143 during FY 91; 74 during FY 92; 60 during FY 93 and 60 during FY 94. No additional staffinn require
ments are expected; however, contribution rate changes required by this bill must be nrogrammed into the agency's 
computer system each year for 5 years, requiring increases in the Public Emnloyees' Retirement Board's Oneratina 
Budget during each year of the next biennium. 

2. The additional costs as a percentage of covered salaries to fund benefits as they accrue in the future and to 
amortize the costs of this benefit enhancement over 40 years would be .983% of total PERS salaries, of which the 
employees would contribute .7% and the employer .283%. The bill rronoses a stannered nhase-in for contribution rate 
increases; these costs would be amortized over 41.4 years instead of 40 years. 

3. PERS membership profile (as of October 31, 1988): 
Annualized Total Percent of Average % of Total Total % of 

Emoloyer Grouo Payroll ~1embers MembershiP Salary Contributions FTE'~ FTE's 
State $200,721,851 9,980 39% $?.0,112 47% 9,511 40% 
University 36,086,983 2,213 8% 11),307 8% 2,143 9% 
Local Gov't 192,686,769 13,717 53% 14,047 45% 12,401 51% 

TOTAL $429,495,603 25,910 16,576 (avg) 24,055 

(FTE's have been calculated based upon the total hours reported on the October, 1988 PERS monthly payroll renort, 
assuming 160 hours is one FTE.) 

4. The PERS July 1, 1988 Actuarial Valuation shows that there are currently: 
a) 329 members with 25 to 29 years of service under age 60, and; 
b) 1773 members who are fully qualified to r!'tire by either having 30 years of service or bein~ age FiO with 5 or 

more years of service; 
The average salary for a) is $27,439; b) is $?1 ,882 and the average salary af a member with 0 to 4 vears of service 
is $14,570. 

5. The Total Annual Salaries of PERS members inc1·eased by .788% over the past two years. *+t:rl: 7 _,.,:( 2 I P if 't PIUHARY DATE > 

Fiscal Note for: H8 Pl :31 Version: :::r::N-rRoo uce D 
HIJ 23f 



Fiscal Note Request-HB 234-as introduced 
Form BD-15 
Page 2 

6. Salaries for FY 90 and FY 91 are based upon the October 1988 payroll renorts received bv the Public Emoloyees' 
Retirement Division for PERS-covered employees. A .788% average increase in salaries is assumed for each year 
of the next biennium. 

Employer Group 

State 
University 
Local Gov't 

TOTAL 

FY90 
Annualized 

Payroll 
~202,303,539 

36,371 ,348 
194,205,140 
432,880,027 

FY91 
Annualized 

Payroll 
$203,897,690 

36,657,954 
195,735,477 
436,291 , 121 

7. PERS members retiring on or after the effective date of this bill will receive an average of 1.786% of FAS/year 
of service (as opposed to 1.667% under current law). 

8. Employer contribution rates will not increase until FY 93 and FY 94. 
FISCAL IMPACT: 
1. Savings resulting from additional and accelerated retirements. 

FY 89 & 90 (combined) 
a) Additional Retirements 110 from 25-29 years of service qroup 
b) Accelerated Retirements 177 -
Assuming that 10% of the jobs being vacated from each group are left unfilled and the remaining retirements result 
in salary savings of 50% of the difference of the average salary of the member retiring and the average salary of 
the 0-4 group. 

(25-29) 11 X $27,439 = $301,829 
(other) 18 x $21,882 = $393,876 

$695,705 
FY 91 

99 X $27,439- $14,570 ~ 
159 X $21,882 - $14,570 ~ 

2 = $637,015 
2 = $581,304 

$1,218,319 

a) Additional Retirements 55 - from 25-29 years 
b) Accelerated Retirements 88 -
Same assumption as FY 90. 

of service group 

6 X $27,439 = $164,634 
9 X $21,882 = $196,938 

$361,57~ 

49 X $27,439 
79 X $21,882 

$14,570 ~ 2 = 
$14,570 ~ 2 = 

$315,290 
$288,824 
$604,114 

FY 89 & 90 Savinqs = $1,914,024 

FY 91 Savinqs = $965,686 

~~-~ .z,.J y 



~iscal Note Request HB 234 as introduced 
form BD-15 
Page 3 
2. Impact on operating budget on Public Employees Retirement Division: 

FY90 
Current Proposed Current 

ExEenditures: Law Law Difference Law 
FTE 11 11 -0- 11 
Personal Services $251,319 $251,319 $ -0- $251,584 
Operating Expenses 199,990 204,470 4,480 174,409 
Equipment 8,688 8,688 -0- 2,089 

TOTAL $459,997 $464,477 $ 4,480 $428,182 
Funding: Non-expendable Trust Fund 
EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES 

FY91 
Proposed 

Law 
11 

$251,684 
175,145 

2,089 
$428,918 

Difference 
-0-

$ -0-
736 
-0-

r~ 736 

No expenditure impact in FY 90 or FY 91. There will be salary savings in FY 90 and FY 91. Salary savings could 
offset impact in FY 93 and FY 94. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION 

Employer contribution rates will increase from 6.417% of PERS covered payroll to 6.55% for FY 93 and to 6.70% for 
FY 94 and thereafter. Using FY 91 payroll assumptions without any further increases projected, this would amount 
to a total additional employer contribution of$ 33,403 in FY 93 and an additional $ 627,47?. in FY 94 ( over current 
biennium). The savings in salary through retirements will total $ 3,753,652 in FY 93 and$ 4,07~,062 in FY 94. 

Employee contribution rates will increase to 6.15% of PERS covered salary in FY 90; to 6.30% in FY 91; to 6.417% in 
FY 92; to 6.55% in FY 93 and 6.70% in FY 94 and thereafter. ( All emoloyee contributions, includin9 interest are 
guaranteed to be repaid in the form of monthly benefits or a refund.) 

All increases will accrue to the PERS trust fund to fund the benefits created by this bill. 

TECHNICAL OR MECHANICAL DEFECTS OR CONFLICTS WITH EXISTING LEGISLATION: 

None, If both HB 234 and HB 235 pass, they will be co-ordinated so as to provide the contribution necessary to 
purchase additional credit under HB 235 will be at the contribution rate in effect in FY 94. 

HA z,l'f 



STATE OF MONTANA - FISCAL NOTE 
Form BD-·15 

In compliance with a written request, there is hereby submitted a Revised Fiscal Note for HB234 , as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act increasing member and employer contributions to the public employee's retirement system revising the formula 
for calculating service and nonduty-related disability retirement allowances under the retirement system; amending 
Sections 19-3-701, 19-3-801, 19-3-904, and 19-3-1008, MCA; and providing an immediate effective date and an 
~pplicabi1ity date. 

ASSUMPTIONS: 

1. This legislation will not create an additional retirement eligibility for any PERS member; therefore, no 
additional retirements will result from this bill. No additional staffing requirements are expected; 
however, contribution rate changes required by this bill must be programmed into the agency's computer 
system each year for 5 years, requiring increases in the Public Employees' Retirement Board's Operating 
Budget during each year of the next biennium. 

2. The additional costs as a percentage of covered salaries to fund benefits as they accrue in the future and 
to amortize the costs of this benefit enhancement over 40 years would be .983% of total PERS salaries. The 
bill proposes a staggered phase-in for contribution rate increases; these costs will be amortized over 41.4 
years instead of 40 years. 

J. PERS membership profile (as of October 31, 1988): 
Annualized Total Percent of Average % of Total Total % of 

Employer Group Payrcll Members Membership Salary Contributions FTE's FTE's 
State $200,721,851 9,980 39% $20,112 47% 9,511 40% 
University 36,086,983 2,213 8% 16,307 8% 2,143 9% 
Local Gov't 192,686,769 13,717 53% 14,047 45% 12,401 51% 

TOTAL $429,495,603 25,910 16,576 (avg) 24,055 

(FTE's have been calculated based upon the total hours reported on the October, 1988 PERS monthly payroll report, 
assuming 160 hours is one FTE.) 

;,h 'B/~1 
GARY L. SPAETH, PRIMARY SPONSOR DATE 

Revised Fiscal Note for HB234, as introduced • J 
•• - -. 
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Revised Fiscal Note Request HB234 as introduced 
Form BD-15 
Page 2 

4. Salaries for FY90 and FY91 are based upon the October 1988 payroll reports received by the Public Employees' 
Retirement Division for PERS-covered employees. A 2% average increase in salaries is assumed for each year 
of the next biennium. 

FY90 FY91 
Employer Group Annualized Annualized 

Payroll Payroll 
State $204,736,288 $208,831,014 
University 36,808,723 37,544,898 
Local Gov't 196,540,504 200,471,314 

TOTAL $438,085,515 $446,847,226 
5. PERS members retiring on or after the effective date of this bill will receive an average of 1.786% of 

FAS/year of service (as opposed to 1.667% under current law. 
6. Employer contribution rates will not increase until FY93 and FY94. 

FISCAL IMPACT: 

l. Impact of ~mployee Contribution Rate Increases to the PERS Trust Fund during each year of the next biennium 
will be: 

Employee Group 
State 
University 
Local Gov't 

TOTAL 

Employee Group 
State 
University 
Local Gov't 

TOTAL 

Annualized 
Payroll 

$204,736,288 
36,808,723 

196,540,504 
H38,085,.'i15 

Annualized 
Payroll 

$208,831,014 
37,544,898 

200,471,314 
$446,847,226 

Current 
6% Contribution 

Rate 
$12,284,177 

2,208,523 
11,792,430 

$26,285,130 

Current 
6% Contribution 

Rate 
$12,529,861 

2,252,694 
12,028,279 

$26,810,834 

FY90 
6.15% Contribution 

Rate 
$12,591,282 

2,263,737 
12,087.21,1 

$26,942,260 

FY91 
6.30% Contribution 

Rate 
$13,156,354 

2,365,329 
12,629,693 

$28,151,376 

Anticipated 
Increase to 
PERS Trust 

$ 657,130 

Anticipated 
Increase to 
PERS Trust 

$ 1,340,542 

H IJ 21'1- ~ 
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2. Impact on operating budget on Public Employees Retirement Division: 

FY90 
Current Proposed Current 

ExEenditures: Law Law Difference Law 
FTE 19 19 -0- 19 
Personal Services $455,020 $455,020 $ -0- $456,514 
Operating Expenses 387,170 391,650 1<, 480 252,638 
Equipment 3!763 3!763 -0- 1!463 

TOTAL $845,953 $850,433 $ 4,480 $710,615 

Funding: Non-expendable Trust Fund 

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 

No impact in FY90 or FY91. There will be an impact in FY93 and FY94. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

FY91 
Proposed 

Law Difference 
19 -0-

$456,514 $ -0-
253,374 736 

1!463 -0-
$711, J51 $ 7"'' _.o 

Employer contribution rates will increase from 6.417% of PERS covered payroll to 6.55% for FY93 and to 6.7% for 
FY94 and after. Using FY91 payroll assumptions without any further increases projected, this would amount to a 
total additional employer contribution of $594,306 in FY93 and an additional $1,264,578 in FY94 (over current 
biennium). 

Employee contribution rates will increase to 6.417% of salary in FY92; to 6.55% in FY93; and to 6.7% for FY94 and 
after. Using FY91 payroll assumptions without any further increases projected, this would amount to a total 
additional contribution increases of $1,863,353 in FY92; $2,457,659 in FY93; and $3,127,930 in FY94. (All employee 
contributions, including interest, are guaranteed to be repaid either in the form of monthly benefits or a refund.) 

All increases will accrue to the PERS trust fund to fund the benefits created by this bill. 

TECHNICAL OR MECHANICAL DEFECTS OR CONFLICTS WITH EXISTING LEGISLATION: 

If both HB234 and HB235 pass, these two bills must be coordinated as the contribution rate changes provided in this 
bill will affect the rates paid under HB235. 

HB 2,l'I·R. 
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~
' CT IN(:;REASING~EMB 

q~ " '~ BLIC~~LOYE ' REnE3EME~~-f'c. .:.,, 
~ 'R.ow.., ·,..y-- ..-- - I , " . I /1PrYI.th • . 

ULA FOR .J:ALCUL/l.TINQ SERfiCE AND l;7' 
~..d}c.·•· -~/f·~-t}t-~~P 

ILITY RETIREMENT ALLOWANCES UNDER THE,(.~.-<. 

RETIREMENT SYSTEM; AMENDING SECTIONS 19-3-701, 19-3-801,~ 
19-3-904, AND 19-3-1008, MCA; ANt PROVIDING AN 

I 

cv~ AN\J~:::t:U~~~~ 
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: '//,tl,; \ ,. 

Section 1. Section 19-3-701, MCA, is amended to read: 

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

~he On and before June 30, 1989, the normal contribution of 

each member is 6% of his compensation. The _rtormal 

contribution of each member increases to: 

(a} 6.15% of his compensation on July 1, 1989; 

(b) 6.30\ of his compensation on July 1, 1990; 

(c) 6.417\ of his compensation on July 1, 1991; 

(d) 6.55\ of his compensation on July 1, 1992; and 

(e) 6.70% of his compensation on July 1, 1993. 

111 Payment of salaries or wages less the contribution 

shall be full and complete discharge and acquittance of all 

claims and dema"nds whatsoever for the service rendered by 

~ .. L .. i .. •<>•• Council 
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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. 

+~till Each employer, pursudnt to section 414(h){2) of 

the federal Internal Revenue Code of 1954, as amended and 

applicable on July 1, 1985, shall pick up and pay the 

contributions which would be payable by the member under 

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

t3tl!l The membe~'s contributions picked 

employer must be designated for all purposes 

retirement system as the member's contributions, 

up by the 

of the 

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. 

t4tl21 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-l-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." 

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

•19-3-801. Employer contribution rates actuacial 

SECOND READING 
-2-

~~~34 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

LC 0558/01 

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 

member 1 s compensation the sum of the current service 

contribution rate and the unfunded liability contribution 

rate. The sum of these rates ~hail-be ~ 6.417% from July 1, 

1983, a~~-there8£te~ to June 30, 1992. The sum of the rates 

increa~~~ to 6.55% on July 1, 1992, and to 6.70% on July l, 

1993. 

(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 

entering the system which equals the then present value of 

the excess of all prospective benefits in respect of such 

member over the member's own normal contributions. 

(3) The actuary shall determine the minimum unfunded 

liability contribution rate to be that level percentage of 

the present value of the prospective compensation of all 

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

determination which is equal to the unfunded liability on 

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

of the present value of all future benefits payable in 

respect of all persons then entitled to benefits under the 

system over the sum of the retirement fund and the present 

values of the future current service contributions and 

-3-
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normal contributions payable in respect of all such 

persons." 

Section 3. Section 19-3-904, MCA, is amended to read: 

"19-3-904. Amount of retirement allowance. ( 1) The 

annual amount of retirement allowance payable to a member 

following his service retirement is the sum of (a), (b), and 

(c) as follows: 

(a) an annuity which is the actuarial equivalent of 

his accumulated additional contributions on the day his 

retirement allowance commences; 

(b) one-sixtieth one fifty-sixth of his final 

compensation multiplied by the number of years of his 

creditable service; 

(c) any retirement allowance payable under 19-3-905. 

(2) If a member dies after retirement and has not 

elected an optional retirement allowance provided for in 

19-3-1101, his beneficiary will be paid the excess, if any, 

of the member's accumulated contributions on the day his 

retirement allowance commenced aver the total of the 

retirement allowance payments made to the retired member. 11 

Section 4. Section 19-3-1008, MCA, is amended to read: 

"19-3-1008. Allowance for nonduty-related disability. 

(1) The annual amount of retirement allowance payable to a 

member eligible for disability retirement for other than 

duty-related rea~ons is the sum of (a), (b), and (c) as 

-4-
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follows: 

(a} an annuity which is the actuarial equivalent of 

his accumulated additional contributions on the day his 

retirement allowance commences; 

(b) an annuity which is the actuarial equivalent of 

his accumulated normal contributions with normal interest to 

the day his retirement allowance commences: 

(c) if, in the opinion of the board, the disability is 

9 not due to intemperance, willful misconduct, or violation of 

10 law on the part of the member, a pension which is the 

11 greater of (i) or {ii) as follows: 

12 ( i) a pension which, together with the annuity 

13 provided under subsection (b), shall make the retirement 

14 allowance equal to 90% of o"e-sixtieth one fifty-sixth of 

15 his final com~ensation multiplied by his years of creditable 

16 service; 

17 (ii) a retirement allowance equal to 25% of his final 

18 compensation. 

19 (2) Except as provided in 19-3-1201, if a member dies 

20 after retirement and has not elected an optional retirement 

21 allowance provided for in 19-3-1101, his beneficiary will be 

22 paid the excess, if any, of the member's accumulated 

23 contributions on the day his retirement allowance commenced 

24 over the total of the retirement allowance payments made to 

25 the retired member." 

-5-
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NEW SECTION.,_ Section 5. Extension of authority. Any 

existing authority to make rules on the subject of the 

provisions of [this act] is exter1ded to the provisions of 

[this act]. 

NEW SECTION. Section 6. Effective date. [This act] is 

effective on passage and approval. 

NEW S!!CTION. Section 7. Applicability. [This act] 

8 applies to members retiring on or after [the effective date 

9 of this act]. 

-End-
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"'.N ACT IN!;R-EASING~EMB~ 
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_ THE PUBLIC:9-?P,LOYE S' RETbREME~;:_.,;., 
7lo4 'R,,.._~ . . -- - j • ,, - /ft~Mt~

MULA FOR ,CALCULATING SER~CE AND~n 

IL~;y R~1~~J€Ni'~£~~ANCES UNDER THE zz, 
RETIREMENT SYSTEM; AMENDING SECTIONS 19-3-701, 19-3-801,~ 

I 
19-3-904, AND 19-3-1008, MCA; A~)'l PROVI~I1NG AN 'IMMED)_f T~EJJ::~ ~ 

~~AN\f~=tU~~~ 
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: ')_ 

Section 1. Section 19-3-701, MCA, is amended to read: 

•19-1-101. Member's contribution to be deducted. (1) 

~fte On and before June 30, 1989, the normal contribution of 

each member is 6% of his compensation. The normal 

contribution of each member increases to: 

(aJ 6.15% of his compensation on July 1, 1989; 

(b) 6.30% of his compensation on July 1, 1990i 

(c) 6.417% of his compensation on July 1, 1991: 

{d) 6.55\ of his compensation on July 1, 1992; and 

{e) 6.~0% of his compensation on July 1, 1993. 

111 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 

~n• , .. ,.,.~•• c~n<d 
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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. 

t~till Each employer, pursuant to section 414(h)(2} of 

the federal Internal Revenue Code of 1954, as amended and 

applicable on July 1, 1985, shall pick up and pay the 

contributions which would be payable by the member under 

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

t3t1!1 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 frvm the 

retirement system. These contributions must be~ome part of 

the member's accumulated contributions but must be accounted 

for separately from those previously accumulated. 

t4tl21 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.'' 

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

•19-3-801. Employer contribution rates actuarial 

-2- THIRD READING 
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determination. {l) Each employer shall contribute to the 

cost of benefits under the system. The amount of the 

employer contributions shall be computed by applying to 

member's compensation the sum of the current service 

contribution rate and the unfunded liability contribution 

rate. The sum of these rates ~haii~be is 6.417% from July 1, 

1983, and~therea£te~ to June 30, 1992~ The sum of the rates 

increases to 6.55% on July 1, 1992, and ~o 6.70% on July 1, 

1993. 

(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 

entering the system which equals the then present value of 

the excess of all prospective benefits in respect of such 

member over the member's own normal contributions. 

(3} The actuary shall determine the minimum unfunded 

liability contribution rate to be that level percentage of 

the present value of the prospective compensation of all 

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

determination which is equal to the unfunded liability on 

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

of the present value of all future benefits payable in 

respect of all persons then entitled to benefits under the 

system over the sum of the retirement fund and the present 

values of the future current service contributions and 

-3-
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normal contributions payable in respect of all such 

persons." 

Section 3. Section 19-3-904, MCA, is amended to read: 

"19-3-904. Amount of retirement allowance. (l) The 

annual amount of retirement allowance payable to a member 

following his service retirement is the sum of (a), {b), and 

{c) as follows: 

{a) an annuity which is the actuarial equivalent of 

his accumulated additional contributions on the day his 

retirement_ allowance commences; 

(b) 01"1:@-81-xt±eth on_e fifty-s~xth of 

compensation multiplied by the number of 

creditable service; 

his f1nal 

yew r:-; ~~ his 

(c) any retirement allowance payable under 19-3-905. 

{2) If a member dies after retirement and has not 

elected an optional retirement allowance provided for in 

19-3-1101, his beneficiary will be paid the excess, if any, 

of the member's accumulated contributions on the day his 

retirement allowance commenced over the total of the 

retirement allowance payments made to the retired member." 

Section 4. Section 19-3-1008, MCA, is amended to read: 

"19-3-1008. Allowance for nonduty-related disability. 

{1) The annual amount of retirement allowance poyable to a 

member eligible for disability retirement for other than 

duty-related reasons is the sum of (a)' (b). and (c) as 

-4-
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follows: 

(a) a11 annuity which is the actuarial equivalent of 

his accumulated additional contributions on the day his 

retirement allowance commences; 

(b) an annuity which is the actuarial equivalent of 

6 his accumulated normal contributions with normal interest to 

7 

8 

the day his retirement allowance commences~ 

(C) if, in the opinion of the board, the disability is 

9 not due to intemperance, willful misconduct, or violation of 

10 law on the part of the member, a pension which is the 

11 greater of (i) or (ii) as follows: 

12 ( i) a pension which, together with the annuity 

13 provided under subsection (b), shall make the retirement 

14 allowance equal to 90% of ene-s±xt±eth one fifty-sixth of 

15 his final compensation multiplied by his years of creditable 

16 service; 

l7 (ii) a retirement allowance equal to 25% of his final 

18 compensation. 

19 (2) Except as provided in 19-3-1201, if a member dies 

20 after retirement and has not elected an optional retirement 

21 allowance provided for in 19-3-1101, his beneficiary will be 

22 paid the excess, if any, of the member•s accumulated 

23 contributions on the day his retirement allowance commenced 

24 over the total of the retirement allowance payments made to 

25 the retired member. n 

-5-
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NEW SECTION. Section 5. Extension of authority. Any 

existing authority to make rules on the subject of the 

provisions of [this actl is extended to the provisions of 

[this act]. 

NEW SECTION. Section 6. Effective date. [This act] is 

6 effective on passage and approval. 

7 NEW SECTION. Section 7. Applicability. [This act] 

8 applies to members retiring on or after [the effective date 

9 of this act). 

-End-
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HOUSE BILL NO. 234 

INTRODUCED BY SPAETH, COCCHIARELLA, MANNING, WALKER, 

PETERSON, RASMUSSEN, SQUIRES, GRADY, CAMPBELL, NATHE, 

MENAHAN, J. BROWN, PAVLOVICH, QUILICI, MAZUREK, HARP, 

NISBET, R. NELSON, STRIZICH, BECK, DRISCOLL, STANG, 

B. BROWN, HARPER, RICE, CONNELLY, THOMAS, O'KEEFE, 

ANDERSON, IVERSON, MCCORMICK, SCHYE, EUDAILY, ECK, 

NORMAN, JACOBSON, O'CONNELL, VINCENT, GLASER, 

LYNCH, BROOKE, D. BROWN, MOORE 

A BILL FOR AN ACT ENTITLED: "AN ACT INCREASING MEMBER AND 

EMPLOYER CONTRIBUTIONS TO THE PUBLIC EMPLOYEES' RETIREMENT 

SYSTEM; REVISING THE FORMULA FOR CALCULATING SERVICE AND 

NONDUTY-RELATED DISABILITY RETIREMENT ALLOWANCES UNDER THE 

RETIREMENT SYSTEM; AMENDING SECTIONS 19-3-701, 19-3-801, 

19-3-904, AND 19-3-1008, MCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE AND AN APPLICABILITY DATE." 

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

Section 1. Section 19-3-701, MCA, is amended to read: 

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

~he On and before June 30, 1989, the normal contribution of 

each member is 6% of his compensation. The normal 

contribution of each member increases to: 

{a) 6.15% of his compensation on July 1, 1989; 

~•• , .. ,,...,, •• councn 
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1!>_1 6.30% of his comEensation_e>n_.]'-'!Y_l, 1990; 

(c) 6.417% of his com_Eensation _o~ Jl!_ly 1, _ _; _ _2_~~; 

(d) 6.55% of his com_p~nsation on July____!-.!. __ ~~~nd 

(e) 6.70'5 of _ _!:!i_~ ___ compensatio'!_~n July__L_)Jl93. 

ill Payment of salaries or wages less the contribution 

shall be full and complete discharge and acquitta11ce 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. 

+~till Each employer, pursuant to section ~l~th)(2) of 

the federal Internal Revenue Code of 1954, as am~~Jed and 

applicable on July 1, 1985, shall pick up anJ pay the 

contributions which would be payable by the member under 

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

t3ti!l 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. 

t4tl2_l The member's contributions picked up by the 

employer must be payable from the same source a~ is used to 

pay compensation to the member and must be included in the 

-2- HB 234 
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member's wages as defined in 19-l-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.'' 

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 

member's compensation the sum of the current service 

contribution rate and the unfunded liability contribution 

rdte. The sum of these rates ~n~li-be L~ 6.417% from July 1, 

1983, and-the~ea£ter to June 30, 1992. The sum of the rates 

increases to 6.55\ an July 1, 1992, and to 6.70% on_ __ .)"_~!y ___ l_L 

1993. 

(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 

entering the system which equals the then present value of 

the excess of all prospective benefits in respect of such 

member over the member•s own normal contributions. 

(3} The actuary shall determine the minimum unfunded 

liability contribution rate to be that level percentage of 

the pres£•nl value of the prospective compcr1sation of all 

-3- HB 234 
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members for the 40-year period following the date of the 

determination which is equal to the unfunded liability on 

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

of the present value of all future benefits payabie in 

respect of all persons then entitled to benefits under the 

system over the sum of the retirement fund and the present 

values of the future current service cont~ibuti~ns and 

normal contributions payable in respect of all such 

persons." 

Section 3. Section 19-3-904, MCA, is amE>nderl to r:ead: 

"19-3-904. Amount of retirement allow~nc~. ( l) The 

annual amount of retirement allowar1ce payahle to a mPmber 

following his service retirement is the sum of (a), [b), and 

(c) as follows: 

his 

(a) an annuity which is the actuarial 

accumulated additional contributions 

equivalent of 

on the day his 

retirement allowance conunences; 

(b) one-::tixtieth one _ ___!__l__f!_y-s~~-~ of h1::::. final 

compensation multiplied by the number of ye:1r::> of his 

creditable service; 

(c) any retirement allowance payable UtlJPr }g-J-905. 

(2) If a membt.•r dies after retirem1·nt and has not 

elected an optional retirement allowdnce provid~,l 

19-3-1101, his benPficiary will be paid tt1e exct·~~. 

of th~ membcr 1 s ac,~umuldlt.·U conLriLLili()lb on th~.· 

-4-
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retirement allowance commenced over the total of the 

retirement allowance payments made to the retired member.~ 

Section 4. Section 19-3-1008, MCA, is amended to read: 

"19-3-1008. Allowance for nonduty-related disability. 

(1) The annual amount of retirement allowance paydble to a 

member eligible for disability retiremetlt for other than 

duty-related reasons is the sum of {a), 

follows: 

(b), and (c) as 

(a) an annuity which is the actuarial equivalent of 

his accumulated additional contributions on the day his 

retirement allowance commences; 

(b) an annuity which is the actuarial equivalent of 

his accumulated normal contributions with normal interest to 

the day his retirement allowance commences; 

(c) if, in the opinion of the board, the disability is 

not due to intemperance, willful misconduct, or violation of 

law on the part of the member, a pension which is the 

18 greater of (i) or (ii) as follows: 

19 (i) a pension which, together with the annuity 

20 provided unJer subsection {b}, shall make the retirement 

21 allowance equal to 90\ of one-sixtietk one fi~~y-~Lx~ of 

22 his final compensation multiplied by his years of creditable 

23 service; 

24 (ii) a retirement allowance equal to 25% of his final 

25 compensation. 
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(2) Except as provided in 19-3-1201, if a member dies 

after retirement and has not elected an optional retir@ment 

allowance provided for in 19-3-1101, his beneftciary will be 

paid the excess, if any, of the rnember'5 accu•nulated 

contributions on the day his retiremer'.t allowdnce co:nt:-.e:1ced 

over the total of the retirement allowance paymer1ts made to 

the retired member.'' 

NEW SECTION. Section 5. Extension of aulhur i ty. Any 

existing authority to make rules on the subject of the 

provisions of [this act] is extended to the provi~:011s of 

(this act]. 

NEW SECTION. Section 6. Effective date. (This actj is 

effective on passage and approval. 

NEW SECTION. Section 7. Appl icabi 1 i ty. [This 

applies to members retiring on o:- after [the effective 

of this act]. 

-End-
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