SENATE BILL 300

Introduced by Bianchi, et al.

2/03
2703
2/03
2/03
2/10
2/12
2/15
2/15
2/16
2/17
2/17
2/18
2/18

Introduced

Referred to State Administration
First Reading

Fiscal Note Requested

Fiscal Note Received

Fiscal Note Printed

Hearing

Committee Report--Bill Passed as Amended
Revised Fiscal Note Regquested

2nd Reading Do Pass Motion Failed
2nd Reading Indefinitely Postponed
Revised Fiscal Note Received
Revised Fiscal Note Printed



53rd Legislature

I T T - R )

10
11

12

13
14
is5
16
17
18

19

20
21
22
23
24

25

LC 0183/01

INTRODUCED BY A&

IL FOR Al AN ACT REVISING POS ETIREMj
ADJUSTHENTS M;m RECIPIENTS UNDER THE PU ?
EMPLOYEES' AND TEACHERS' RETIREMENT SYSTEMS; ADJUSTING
EMPLOYER AND EMPLOYEE CONTRIBUTIONS; AMENDING  SECTIONS
19-3-701, 19-3-801, 15%-3-1109, 19-3-1110, 19-4-602,
19-4-605, 19-4-711, AND 19-4-712, MCA; AND PROVIDING AN

EFFECTIVE DATE."

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

NEW SECTION. Section 1. Guaranteed annual  benefit
adjustment. The monthly service, disability, or survivorship
benefit provided to a benefit recipient under this chapter
must be increased by 2% on January 1 each year after the
benefits have been paid to the recipient for at least 36
months on or before June 310 in the year the adjustment is

made .
Section 2. Section 19-3-701, MCA, is amended to read:

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

and—-before——June—-38y--396%> July 1, 1993, the. normal

contribution of each member is 6% 7.65% of his the member's

compengation. Phe--normai--contribneion--of-—-each---member

Lo

increases—tor
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tar—-6v15%-of-his-compensation-on-duly-1;-19689+

thb1--6736%-of-his-compensation-on-Juity-17-1996+

te)--6:-417%-cf-his-compensation-on-July-17-399%+
td}--6:55%—of-his—compensation-on-dJuly-+7-1992;-and
tey--6:780%-of-his-compensacion-on-duiy-17-1993+

(2) Payment of salaries or wages less the contribution
shaii be is full and-eempiete discharge and--acquittance of
all claims and demands whatseever 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.

(3) Each employer, pursuant to section 414(h)(2) of the
federal Internal Revenue Code of 1954, as amended and
applicable on July 1, 1985, s8hall pick up and pay the
contributions which would be payable by the member under
subsection (1} for service rendered after June 30, 1985,

(4) 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 contributiens but must be accounted
for separately from those previously accumulated.

(5) The member's contributions picked up by the
employer must be payable from the same source as is used to

.- SB 300
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pay compensation to the member and must be included in the
member's wages as defined in 19-1-102 and his the member's
compensation as defined in 19-3-104. The employer shall
deduct from the member's compensation an amcunt equal to the
amount of the member's contributions picked up by the
employer and remit the total of the contributions to the

becard.”

Section 3. 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 sha*t must be computed by applying to
a member's compensation the sum of the current service
contribution rate and the unfunded liability contribution
rate. The sum of these rates is 6:437%-from-July-17-+983;-to
Fune-—307--1992:--Phe-sum-of-the-rates-increases-co-6-554-an
dulty-t7-19927-and-+6-6776% B.59% 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
the 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

_3_
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the present value of the prospective compensation of all
members for the 40-year period following the date of the
determination which is egual 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
normal contributions payable in respect of alil sach

persons."
Section 4. section 19-3-1109, MCA, is amended to read:
*19-3-1109. ‘Bligibility for postretirement adjustment.
tiy-Bxecept-as--provided--in——asubsection-—{t237-—-a-—menber——or

beneficiary-ts-etigibie-to-recetve A recipient of a service,

disability, or survivorship benefit ig eligible for a

postretirement adjustment as provided in 19-3-1111 if he-i=s
receiving-a+
tay--service-retirement-altlowance-and-is-55-years-of-age
esr-oider--en-~or--before-—-June--3g--tn--the--year--that--che
postretirement-adjustment—is-made;-or
tbhi--disabitity-or-survivorship-attowances
$+2y-—-A--menber-or-beneficiary-+s-inetigibie-to-receive-a
postretirement-adiunstment-ander-subsection-{ti{-untena-he-has
been---receiving---a---monthiy---aervice;---disabiiity;~——or

survivership-aliiewance the benefit has been paid for at

-‘-
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least 24 16 consecutive months on or before June 30 in the

year the adjustment is made.™

Section 5. Section 19-3-1110, MCA, is amended to read:

®19-3-1110. Funding for postretirement adjustment --
reserve Fund. (1) At the end of each fiscal year, the board
shall determine the total investment income earned on the
retirement fund for that fiscal year. From this amount, the
board shall subtract the:

{a) actuarial amount required to fund the retirement
system for the fiscal year; and

(b) retirement system's administrative and investment
expenses for the fiscal year.

(2) (a) From the remainder obtained in subsection (1),
the board shall calculate the amount of investment income
earned or that portion of the retirement fund balance
representing retired members.

{b) The board shall deposit the amount calculated in
subsection {2})}{a) in a reserve fund.

{3} Subject tao the restrictions contained in
subsections (4) and (%), the board shall annually use 90% of
the amount in the reserve fund provided for in subsection
(2)(b} to pay a postretirement adjustment to eligible

mepbers-or-beneficiaries benefit recipients under 19-3-1111.

(4) If the amount in the reserve fund 1is insufficient

to provide an average monthly postretirement adjustment of
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at least $1 under 19-3-1111, an adjustment may not be made
in that calendar year.

{(5) The amount available for payment of the
postretirement allewanse adjustment is limited to an amount
that would provide a percentage increase in the average
service, disability, or survivorship allewanee benefit of

aii-erigibte-members each eligible recipient that, when

combined with the postretirement--adjusement guaranteed

annual benefit adjustment provided under [section 1), that

is equal to or less than the percentage increase for the
previous calendar year in the annual average consumer price
index for wurban wage earners and workers compiled by the
bureau of labor statistics, United States department of

labor, or its successor agency."

Section 6. section 19-4-602, MCA, is amended to read:

"19-4-602. Annuity savings fund - member's
contribution. The annuity savings fund is a fund in which
the contributions for the members to provide for their
annuities sha}} must be accumulated in individual accounts
for each member. The normal contribution of each member is
F-044% B.264% of his earned compensation. Contributions to
and payments from the annuity savings fund shaii must be
made in the following manner:

{1} (a} Bach employer, pursuant to section 414(h)(2) of

the federal Internal Revenue Code of 1954, as amended and

-6-
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applicable on July 1, 1985, shall pick up and pay the
contributions which would be payable by the member under
this section for service rendered after June 30, 1985,

(by 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 wupon a distribution from the
retirement system., These contributions must become patt of
the member's accumulated contributions but must be accounted
for separately from those previously accumulated.

{c) The member 's contributions picked up by the
employer must be payable from the same source as is used to
pay compensation tc the member and must be included in the
member 's wages, as defined in 19-1-102, and his earned
compensation as used to define his the member's average
final compensation in 19-4-101. 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 retirement
board.

(d) The deductions sha}} must be made notwithstanding
that the minimum compensation provided by law for a member

may be reduced theeeby by the deductions. Every member is

considered to consent to the deductions prescribed by this

section, and payment of salary ot compensation less the
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deductions is a complete discharge of all claims whatseever
for the services rendered by the member during the period
covered by the payment, except as to the benefits provided
by the retirement system.

(2) In addition te the normal contributions and subject
to the approval of the retirement board, any member may
redeposit in the annuity savings fund, by a single payment
©r by an increased rate of contribution, an amount equal to

any accumulated contributions whieh-he that the member has

previously withdrawn, plus interest in the amount the
contributions would have earned had the contributions not
been withdrawn.

(3) The accumulated contributions of a member withdrawn
by-him or paid toc mis the member's estate or to his a
designated beneficiary in event of khis the member's death
shait must be paid from the annuity savings fund. Upon the
retirement of a member, his the member's accumulated
contributions shatt must be transferred from the annuity

savings fund to the pension accumulation fund."®

Section 7. section 19-4-605, MCA, is amended to read:

"19-4-605. Pension accumulation fund -- employer's

contribution. The pension accumulation fund is the fund in
which the reserves for payment of pensions and annuities
shat¥ must be accumulated and from which

pensions,

annuities, and benefits in-iieu-ehereof-shatt must be paid
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ko or on account of beneficiaries credited with prior
service, Contributions to and payments from the pension
accumulation fund shati must be made as follows:

{1y Each employer shall pay into the pension
accumulation fund an amount eqgual to #+459% 9.899% of the
earned compensation of each member employed during the whole
or part of the preceding payroll period.

(2) If the employer is a district or community college
district, the trustees shall budget and pay for the
employer's contribution under the provisions of 20-9-501.

{3) If the employer is the superintendent of public
instruction, a public institution of the state of Montana, a
unit of the Montana university system, or the Montana state
school for the deaf and blind, the 1legislature shall
appropriate to the employer an adeguate amount to allow the
payment of the employer's contribution,

{4) IE the employer is a county, the county
commigsioners shall budget and pay for the employer's
contribution in the manner provided by law for the adoption
of a county budget and for payments under the budget.

{5) All interest and other earnings realized on the
moneys money of the retirement system shai} must be credited
to the pension accumulation fund, and the amount reguired to
allow regular interest on the annuity savings £fund sheaii

must be transferred to that fund from the pension
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accumulation fund.

{6) All pensions, annuities, and benefits #n-—ien
thereof-shatt must be paid from the pension accumulation
fund.

(7) The retirement board may, in 1its discretion,
transfer from the pension accumulation fund an amount
necessary to cover expenses of administration.®

Section 8. section 19-4-711, MCA, is amended to read:

“19-4-711. Eligibility for postretirement adjustment.
t1+--Bxcapt--as--provided--in-—subsection--{2}7--a-member-or

beneficiary A recipient of a service, disability, ar

survivorship benefit is eligible to receive a postretirement

adjustment as provided in 19-4-713 if he-is-receiving-as
tay-——serviece-revirement-atrtowance-and-is-55-years-of-age
or——older--an--ar--before--June——-36-—-in--the-—-year—-—-that-the
postretirement-adjustment-is-mades;-or
tby--disabititty-or-survivorship-atiowance:
t2y--A-member-or-beneficiary-is-ineligibie-to-receive--a
postretirement-adjustment—under-subsection-tiy-uniess-he—has
been--—-recetving--—a---monthiy---servicey-—-disabiitztyr——-or

survivership--atlowance the benefit has been paid for at

least #4 36 consecutive months on or before June 30 in the

year the adjustment is made.™

Section 9. section 19-4-712, MCA, is amended to read:

"19-4-712. Punding for postretiresent adjustment -—-

-10-
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reserve fund. (1) At the end of each fiscal year, the board
shall determine the total investment income earned on the
retirement fund for that fiscal year. From this amount, the
board shall subtract the:

(a) actuarial amount required to fund the retirement
system for the fiscal year; and

{b} retirement system's administrative and investment
expenses for the fiscal year.

({2} {(a) Prom the remainder obtained in subsection (1},
the board shall calculate the amount of investment income
earned on that portion of the retirement fund balance
representing retired members.

(b) The board shall deposit the amount calculated in
subsection (2)(a) in a reserve fund.

(3) Subject to the restrictions contained in
subsections (4) and (5), the board shall annually use 90% of
the amount in the reserve fund provided for in subsection

{2){b) to pay a postretirement adjustment to eligible

members-or-benefictartes benefit recipients under 19-4-713.

{(4) If the amount in the reserve fund is insufficient
to provide an average monthly postretirement adjustment of
at least $1 under 19-4-713, an adjustment may not be made in
that calendar year,
payment of the

{5) The amount available for

postretirement atlowance adjustment is limited to an amount

_11_
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that would provide a percentage increase in the average
service, disability, or survivorship allewance benefit of

ati--etigible--members each eligible recipient that, when

combined with the poatretirement--adjustment

Quaranteed

annual benefit adjustment under [section 1), that is egual

to or less than the percentage increase for the previous
calendar year in the annual average consumer price index for
urban wage earners and workers compiled by the bureau of
labor statistics, United States department of labor, or its

successor agency.*

NEW SECTION. Section 10. codification instruction.

[Section 1] is intended to be codified as an integral part
of:

{1) Title 19, chapter 3, part 1i, and the provisions of
Title 19, chapter 3, part 11, apply to (section 1]; and

(2) Title 19, chapter 4, part 7, and the provisions of
Title 19, chapter 4, part 7, apply to [section 1],

NEW _SECTION. Section 11. Effective date. [This act] is
effective July 1, 1993,

-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 SB0300, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:
Provides a guaranteed annual 2% increase in PERS and TRS retirement benefits each January 1, beginning 1924 to benefit

recipients who have received benefits for at least 3 years and caps the combined effect of the post retirement adjustment
and this increase by the change in the CPI. Cost of the proposal is paid 1/3 by active employees and 2/3 by their
employers.

ASSUMPTIONS :

Public Employees Retirement System (PERS)

1. The total PERS covered payroll is projected to be $554,172,400 in FY94 and $568,026,700 in FY95: 40% state employees;
9% university employees; and 51% local government employees. 40% of the PERS-covered state employee payroll is general
fund.

2. The proposed legislation increases PERS employer contribution rate from 6.7% to B8.59% of covered payroll and PERS

employee contribution rates from 6.7% to 7.65% of salary, effective July 1, 1993.

Under current law, annual PERS benefits paid are projected to increase at an average rate of 8% per vear.

4. The proposed legiglation would increase PERS benefits paid to 9,750 eligible benefit recipients with average benefits of
$5,410/year by 2% beginning January 1, 1994 and would increase PERS benefits paid to 10,167 eligible benefit recipients
with average benefits of $5,705/year beginning January 1, 1995.

5. An increase in pension benefits would increase the general fund adjustment provided under 19-3-105, MCA, calculated at
2.5% of previous calendar year PERS benefits.

6. PERS Pension Trust Fund investments will earn an average 6.5% annual rate of return during next biennium.

Teachers Retirement System (TRS)

1. The total TRS covered payroll is projected to be $477,552,666 in FY9%4 and $506,205,826 in FY95: 93.5% local school
districts; 4.1% university system; and 2.4% state agencies.

2. The proposed legislation increases TRS employer contribution rate from 7.459% to 9.899% of covered payroll and TRS
employee contribution rates from 7.044% to 8.264% of salary, effective July 1, 1393.

3. Under current law, annual TRS benefits paid are projected to increase at an average rate of 6% per year.

4. An increasgse in pension benefits would increase the general fund adjustment provided under 19-4-706, MCA, calculated at
2.5% of previous calendar year TRS benefits.

5. TRS Peneion Trust Fund investments will earnm an average 6.5% annual rate of return during next biennium.

w

{continued)

- ‘—‘3—"7 )
QA cecs 2793 7. 4
DAVID LEWIS, BUDGET DIRECTOR DATE DON BIANCHI, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for SB0300, as introduced
53300



rigcal Note Request, SB0300, as introduced

Form BD-15 page 2
{continued)

FISCAL TMPACT:

Public Employees Retirement System

g nditures:

PERS Benefit Payments

19-3-105,MCA Supplement
Total

Revenues :

Employer Contributions:
General Fund
Non-General Fund
University System
Local Governments

Employee Contributions

19-3-105,MCA Supp. {GF)

Investment earnings
Total

Teachers Retirement System

Expenditures:

TRS Benefit Payments

19-4-706,MCA Supplement
Total

Revenues;

Employer Contributions:
School Districts
Universgity System
State Agencies

Employee Contributions

19-3-105,MCA Supp. (GF)

Investment earnings
Total

(¢continued)

FY '94

Qurrent Law

$66,757, 840
1,545,320

Propose Law

$67,285%,315
1,545,320

$68,303,160

$5,940,728
8,911,092
3,341,660
18,936,071
37,129,551
1,545,320
—30.000,000
$165,804,422

$68,830,635

$7,616,545
11,424,818
4,284,307
24,277,739
42,394,189
1,545,320
90,490,000
$182,032,918

FY '94

Difference

$527,475
0
$527,475

$1,675,817
2,513,726
942,647
5,341,668
5,264,638
o

430,000
$16,228,496

Current Law

$69,568,258
1,640,761

Proposed Law

$70,263,941
1,640,761

$71,209,019

$33,308,702

$71,904,701

$44,204,698

1,464,346 1,943,366

847,605 1,124,875
33,638,810 39,464,952
1,640,761 1,640,761
64,260,000 64,805,000

$135,160,224

$153,183,652

Difference

$695, 683
— 0
$695,683

$10,895,996
479,020
277,270
5,826,143

0

545,000
$18,023,428

FY ‘95

Current Law

$72,098,467
1,668,946
$73,767,413

$6,089, 246
9,133,869
3,425,201

19,409,472

38,057,789
1,668,946

95,000,000

$172,784,523

Proposed Law

$73,733,444
1,695,320
$75,428,764

87,806,959
11,710,438
4,391,414
24,884,682
43,454,043
1,695,320

95,470,000
$189,412, 8586

FY '95

Difference

$1,634,977

26,374
$1,661,351

$1,717,713
2,576,569
966,213
5,475,210
5,396,254
26,374

470,000

$16,628,333

Current Law

$73,742,353
1,780,225

Proposed Law

Difference

$75,217,201
1,797,618

$1,474,847
17,392

$75,522,579

335,307,224
1,582,207
898,462
35,657,139
1,780,225
__ 66,130,000
$141,325,257

$77,014,818

546,856,979

$1,492,239

$11,549, 755

2,059,967 507,760
1,192,368 293,906
41,832, 849 6,175,710
1,797,618 17,392
66,685,000 555,000

$160,424,781

$19,099,524

s8 300



Fiscal Note Request, SB0300, as introduced
Form BD-15 page 3
tcontinued)

EFFECT ON COUNTY OR OTHER ILOCAI REVENUES OR EXPENDITURES:

Employer contributions from local governmental entities are shown in above tables.

Ezﬂi-mﬁg EFFECTS OF PROPOSED LEGISLATION:

The additional employer and employee benefits paid to the PERS and TRS in the 1995 biennium are projected to be actuarially
sutficient to fund the benefit increases provided for in the proposed legislation.

sB307¢



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB0300, second reading.

DESCRIFPTION OF PROPOSED LEGISLATION:

Provides a guaranteed annual 2% increase in PERS and TRS retirement benefits each January 1, beginning 1994 to benefit
recipients who have received benefits for at least 3 years and caps the combined effect of the post retirement adjustment
and this increase by the change in the CPI. Cost of the proposal is paid 1/3 by active employees and 2/3 by employers,
effective July 1, 1995,

ASSUMPTIONS :
Public Employees Retirement System (PERS)

1.

The total PERS covered payrcll is projected to be $554,172,400 in FY94 and $568,026,700 in FY95: 40% state employees;
9% university employees; and 51% local government employees. 40% of the PERS-covered state employee payroll PERS is
general fund. The covered payroll is assumed to grow by 4% from the 1995 biennium to the 1997 biennium. If work force
downsizing occurs, the effect on employer/employee contributions would be reduced proportionally.

The proposed legislation increases PERS employer contribution rate from 6.7% to 8.89% of covered payroll and PERS
employee contribution rates from 6.7% to 7.80% of salary, effective July 1, 1995.

Under current law, annual PERS benefits paid are projected to increase at an average rate of 8% per year.

The proposed legislation would increase PERS benefits paid to 9,750 eligible benefit recipients with average benefits of
$5,410/year by 2% beginning January 1, 1994 and would increase PERS benefits paid to 10,167 eligible benefit recipients
with average benefits of $5,705/year beginning January 1,1995.

An increase in pension benefits would increase the general fund adjustment provided under 19-3-105, MCA, calculated at
2.5% of previous calendar year PERS benefits.

Teachers Retirement System (TRS)

1. The total TRS covered payroll is projected to be $477,552,666 in FY94 and $506,205,826 in FY95: 93.5% local school
districts; 4.1% university system; and 2.4% state agencies. The covered payroll is assumed to grow by 4% from the 1995
biennium to the 1997 biennium. If work force downsizing cccurs, the effect on employer/employee contributions would be
reduced proportionally.

2. The proposed legislation increases TRS employer contribution rate from 7.459% to 9.826% of covered payroll and TRS
employee contribution rates from 7.044% to 8.226% of salary, effective July 1, 1995.

3. DUnder current law, annual TRS benefite paid are projected to increase at an average rate of 7% per year.

4. An increage in pension benefitg would increase the general fund adjustment provided under 19-4-706, MCA, calculated at
2.5% of previcus calendar year TRS benefits.

(continued)

DAVID LEWIS, BUDGET DIRECTOR DATE DON BIANCHI, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for $B0300, second_reading ":

SB 300
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SCAL IMPACT:

blic Employees Retirement System

FY ‘94
Current Law Pr w Difference
penditures:
RS Benefit Payments $66,757,840 $67,285,315 $527,475
-3-105,MCA Supplement 1 5,320 1,54 2 1]
Total $68,303,160 $68,830,635 $§527,475
venuesg :
-3-105,MCA Supp. (GF) 1,545,320 1,545,320 [v]
achers Retirement System
FY ‘94
Current Law Pr w Difference
penditures:
S Benefit Payments 69,568,258 70,263,941 695,683
-4-706,MCA Supplement 1.640,761 1,640,761 0
Total 71,209,019 71,904,701 695,683
venuesg:
-3-105,MCA Supp. (GF) 1,640,761 1,640,761 0
FECT ON COUNTY OR_OTHER LOCAIL REVENUES OR EXPENDITURES:

FY '95
Current Law Proposed Law Difference
$72,098,467 $73,733,444 $1,634,977
1,668,946 1,695,320 26.374
$73,767,413 $75,428, 764 $1,661,351
1,668,946 1,695,320 26,374
FY 95
urren W Pr w Difference
73,742,353 75,217,201 1,474,847
1,780,225 1,797,618 17,392
75,522,579 77,014,818 1,492,239
1,780,225 1,797,618 17,392

ployer contributions from local governmental entities would increase in the 1997 biennium (see below) .

NG-RANGE EFFECTS OF PROPOSED LEGISLATION:
e additional employer and employee benefits paid to the PERS and TRS beginning in the 1997 biennium are projected to be

tuarially sufficient to fund the benefit increases provided for in the proposed legislation.

ployer contributions in the 1997 biennium are estimated as follows:

ontinued)
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LONG -RANGE EFFECTS OF PROPOSED LEGISLATION:

Public Employees Retirement System

Employer Contributions:
General Fund
Non-General Fund
University System
Local Governments

Employee Contributions
Total

Teachers Retirement System

Employer Contributions:
School Districts
Universgity System
State Agencies

Employee Contributions
Total

FY '96
Current Law Pr Law Difference
$6,1332,816 $8,412,248 $2,079,432
9,499,224 12,618,372 3,119,148
3,562,209 4,731,890 1,169,681
20,185,851 26,814,041 6,628,190
39,580,100 46,078,326 6,498,225

$ 79,160,200

$ 98,654,877

$19,494,676

Current Law

36,715,775
1,609,997
942,437
37,083,424
76,351,632

FY ‘96
Proposed Law Difference
48,366,966 11,651,192
2,120,904 510,908
1,241,505 299,068
43,306,111 6,222,687
95,035,487 18,683,855

FY '97
Current Law Proposed Law Difference
$6,589,129 $8,748,738 $2,162,8609
9,879,193 13,123,107 3,243,914
3,704,697 4,921,165 1,216,468
20,993, 285 27,886,603 6,893,318
41,163,304 47,921,453 6,758,154

$ 82,326,608

$102,601,072

FY '97

$20,274,463

Current Law

38,184,406
1,674,396
980,134
38,566,761
79,405,698

Proposed Law

Difference

50,301,645
2,205,741
1,291,165

45,038,355

98,836,906

12,117,239
531,344
311,031

6,471,594
19,431,208

S8 300 F2-
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APPROVED BY COMMITTEE
ON STATE ADMINISTRATION

SENATE BILL NO. 300
INTRODUCED BY BIANCHI, FRITZ, VAUGHN, DAVIS,
YELLOWTAIL, LYNCH, PIPINICH, PAVLOVICH,

J. JOHNSON, J. RICE, GERVAIS, HARRINGTON, MCCLERNAN, HARPER

A BILL FOR AN ACT ENTITLED: “AN ACT REVISING POSTRETIREMENT
ADJUSTMENTS POR CERTAIN BENEFIT RECIPIENTS UNDER THE PUBLIC

EMPLOYEES' AND TEACHERS' RETIREMENT SYSTEMS; ADJUSTING
EMPLOYER AND EMPLOYEE CONTRIBUTIONS:; AMENDING SECTIONS
19-3-701, 19-3-801, 19-3-1109, i9-3-1110, 19-4-602,

19-4-605, 19-4-711, AND 19-4-712, MCA; ARD PROVIDING AN

EFFECTIVE DATE."

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

NEW SECTION. Section 1. Guaranteed annual benefit
adjustment. The monthly service, disability, or survivarship
benefit provided to a benefit recipient under this chapter
must be increased by 2% on January 1 each year after the
benefits have been paid to the recipient for at least 36
months on or before June 30 in the year the adjustment is

made.
Section 2. section 19-3-701, MCA, is amended to read:
®*319-3-701. Member's contribution to be deducted. (1} On

and--before--Fune--38y--3989y July 1, 1993, the normal

contribution of each member is 6% #765% 6.70% of his the

) —

13
14
15
16
17
18
19
20
21

22

23
24

25

SB 0300/02

member's compensatian. Phe--normal--eentribution--of--each

member--increases--to:r ON JULY 1, 1395, THE NORMAL

CONTRIBUTION OF EACH MEMBER IS 7.B0% OF THE MEMBER'S

COMPENSATION.
fa?--Gri5%—ef—hés-:unpensation—on—&niy-ir-i9697
fb?-—srael—of-his-conpensaticn—on-auiy-ir-19907
fei—-6:4&?i-ei-hie-eompensetion—on-duiy—ir—i99i7
fdf——&:s5t—a£—his—eonpensat§en-on—aniy—tr—lssir—and
fef——é:?Ol-ai-his-eonpenaation—en-dniy—iv-t999=
{2) Payment of salaries or wages less the contribution

shali be is full and-ecompiete discharge and--aeguittanee of
all claims and demands whataeever 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.

{3) ‘Each employer, pursuant ta 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, 198S.

(4) 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 upen a distribution from the

retirement aystem. These contributions must become part of

-2- SB 300
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the member's accumulated contributions but must be accounted
for separately from those previously accumulated.

{(5) The member's contributions picked up by the
employer must be payable from the same source as is used to
pay conpensation to the member and must be included in the
member's wages as defined in 19-1-102 and kts the member's
compensation as defined in 19-3-104. The employer shall
deduct from the member's compensation an amount equal to the
amount o©of the member‘'s contributions picked up by the
employer and remit the total of the contributions to the
board,*

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

"19-3-801. Employer contribution rates -- actuarial
determination. (1) Each employer shall coatribute to the
cost of benefits under the system. The amount of the
employer contributions shaii must be computed by applying to
a member's compensation the sum of the current service
contribution rate and the wunfunded liability contribution
rate. The sum of these rates is 6-433¢-from-July-17-1983y-to
dune--387--39927--Fhe~-sum-of-the-rates-increases-te-6:-55%-on
Juty-1y-19927-and-te 6+70% B759% 6.70% on July 1, 1993, AND

INCREASES TO 8.89% ON JULY 1, 1995.

{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

—3- SB 300
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entering the system which equals the then present value of
the excess of all prospective benefits in respect of sueh
the 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 pericd 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 Ffuture 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
normal contributions payable in respect of all sueh
persons.*

Section 4. section 19-3-1109, MCA, is amended to read:

"19-3-1109. Eligibility for postretirement adjustment.
fifw-ﬂxeept—-as-—previded-—in——subaectien-~fEjT——u'member-or

beneficiary-is-etigible-te-receive A recipient ¢f a service,

disability, or survivorship benefit is eligible for a

postretirement adjustment as provided in 19-3-1111 if he--i=m

receiving-as
taf—-serviee—retirement-aiiowan:e—and—is-GS—yeara-of—age

ar——oider--on—-ar——befcre-—aune-—39—-§n-—the——year——that-the

postretirement-adijnsement-is-made:-or

~4- SB 300
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tby--disabitity-or-survivorship-atitewancesx

t23--A-member-or-benefictary-is-inetigibie-to-receive--a
postrecirement-adiustment-under-subsection-tii-untess-he-has
been---recetving---a---monthiy---servicer-~-disabiiitys---or

survivership--atiowance the benefit has been paid for at

least 24 36 consecutive months on or before June 30 in the
year the adjustment is made.™

Section 5. section 19-3-1110, MCA, is amended to read:

®*19-3-1110. Punding for postretirement adjustment —-
regerve fund. (1) At the end of each fiscal year, the board
shall determine the total investment income earned on the
retirement fund for that fiscal year. From this amount, the
board shall subtract the:

(a) actuarial amount required to fund the retirement
system for the fiscal year; and

(b) retirement system's administrative and investment
expenses for the fiascal year.

(2) (a) From the remainder obtained in subsection (1},
the board shall calculate the amount of investment income
earned on that portion of the rtetirement fund balance
repregsenting retired members.

{b) The board shall deposit the amount calculated in
subsection {2)(a} in a reserve fund.
contained in

(3) Subject to the regtrictions

subsections (4) and (5), the board shall annually use 9%0% of

~5- SB 300
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the amount in the reserve fund provided Eor in subsection
(2)(b} to pay a postretirement adjustment to eligible

members-or-benefieiaries benefit recipients under 19-3-1111.

(4) If the amount in the reserve fund is insufficient
to provide an average monthly postretirement adjustment of
at least $1 under 19-3-1111, an adjustment may not be made
in that calendar year.

(5) The amount available for payment of the
postretirement atiawanece adjustment is limited to an amount
that would provide a pPercentage increase in the average
service, disability, or survivorship atiewanee benefit of
ati--etigibie-—members each eligible recipient that, when
Juaranteed

annual benefit adjustment provided under {section 1], that

combined with the poatretiremene——adjustmene

is equal to or less than the percentage increase Ffor the
previous calendar year in the annual average consumer price
index for urban wage earners and workers compiled by the
bureau of labor statistics, United States department of

labor, or its successocor agency."

Section 6. section 19-4-602, MCA, is amended to read:

“19-4-602. Annuity savings fand -= meémber *g
contribution. The annuity savings fund is a fund in which
the contributions for the members to provide for their
annuities shati must be accumulated in individual accounts

for each member. The normal contribution of each member is

—6- SB 300
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F-044% B:264% 7.044% of his earned compensation. ON JULY 1,

1995, THE NORMAL CONTRIBUTION OF EACH MEMBER INCREASES TO

8.226% OF EARNED COMPENSATION. Contributions to and payments

from the annuity savings fund shait must be made in the
following manner:

(1} {a) 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
this section for service rendered after June 30, 1985,

{b) 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.

(c} 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 earned
compensation as used to define his the member's average
final compensation in 1%-4-101. The employer shall deduct
from the meémber's compensation an amount eqgual to the amount

of the member's contributions picked up by the employer and

9= SB 300
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remit the total of the contributions to the retirement
board.

{d) The deductions shaii must be made notwithstanding
that the minimum compensation provided by law for a member

may be reduced thereby by the deductions. Every member is

considered to consent to the deductions prescribed by this
section, and payment of salary or compensation less the
deductions is a complete discharge of all claims whatscever
for the services rendered by the member during the period
covered by the payment, except as to the benefits provided
by the retirement system.

(2) In addition to the normal contributions and subject
to the approval of the retirement board, any member may
redeposit in the annuity savings fund, by a single payment
or by an increased rate of contribution, an amount equal to

any accumulated contributions which-he that the member has

previously withdrawn, plus interest in the amount the
contributions would have earned had the contributions not
been withdrawn.

(3) The accumulated contributions of a member withdrawn
by-him or paid to his the member's estate or to his a
designated beneficiary in event of his the member's death
shali must be paid from the annuity savings fund. Upon the
retirement of a member, his the member's accumulated

contributions shait must be transferred from the annuity

-8- SB 300
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savings fund to the pension accumulation fund.*®
Section 7. sSection 19-4-605, MCA, is amended to read:
*19-4-605. Pensaion accumulation fund -- employer's
contribution. The pension accumulation fund is the fund in
which the reserves for payment of pensions and annuities
shatt must be accumulated and from which pensions,
annuities, and benefits in-iieu-thereof-shai} must be paid
to or on account of beneficiaries credited with prior
service., Contributions to and payments from the pension
accumulation fund shat} must be made as follows:
(1) Each employer shall pay into the pension
accumulation fund an amcunt equal to ?+459% 9:899% 7.459% of
the earned compensation of each member employed during the

whole or part of the preceding payroll peried. OCON_JULY 1,

1995, THIS AMOUNT INCREASES TO 9.826% OF THE EARNED

COMPENSATION OF EACE MEMBER.

{2) If the employer is a district or community college
district, the trustees shall budget and pay for the
employer's contribution under the provisions of 20-9-501.

(3) I1f the employer is the superintendent of public
instruction, a public institution of the state of Montana, a
unit of the Montana university system, or the Montana gstate
school for the deaf and blind, the legislature shall
appropriate to the employer an adequate amount to allow the

payment of the employer's contribution.

-g- S8 300
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&y 1If the employer is a county, the county

commissioners shall budget and pay for the employer's

contribution in the manner provided by law for the adoption

of a county budget and for Payments under the budget.
{(5) All interest and other earnings realized on the

meneys money of the retirement system shai} must be credited

to the pension accumulation fund, and the amount required to

allow regular interest on the annuity savings fund shaili
must be

transferred to that fund from the pension

accumulation fund,
(6) All pensions, annuities, and benefits im--%ien
thereof-ahaii must be paid from the pension accumulation

fund.

(7) The retirement bgard Mmay, in its discretion,

transfer from the pension accumulation fund an amount

necessary to cover expenses of administration.”
Section 8. section 19-4-711, MCA, is amended to read:

"lo_a_ s e
19-4-711. Eligibility for postretirement adjustment.

f&j——ﬂxcept--as—-provided**in——subsection——f217*-a-Mmeer—er

benef:eiary A recipient of a service, disability, or

survivorship

benefit is eligible to receive a postretirement
adjustment as provided in 19-4-713 if he-is-receiving-a=<
fa?——serviee-reeifenent—aiiowance—and-is—Ss—years-ef—age

or—-oider——on——or*-before——dune——ae——in——ehe--year——ehat-the

poatretirenent—adjustment-is-mader-or

-10- SB 300
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¢thi--disabiitty-or-surviverahip-atiowances

t24--A-member-er-beneficiary-is-inciigibie-to-receive--a
postretirement-adjustment-under-subsection-tit-untess—he-has
been—--receiving---a---monthiy-—-servicer---disabitityr——-or

survivorship--atiowance the benefit has been paid for at

least 24 36 consecutive months on or before June 30 in the

year the adjustment is made.”

Section 9. Section 19-4-712, MCA, is amended to read:

“)9-4-712. Punding Ffor postretirement adjustment --
reserve fund. (1) At the end of each fiscal year, the board
shall determine the total investment income earned on the
retirement fund for that fiscal year. From this amount, the
board shall subtract the:

{a) actuarial amount required to fund the retirement
system for the fiscal year: and

{b) retirement system's administrative and investment
expenses for the fiscal year.

(2) (a) From the remainder cobtained in subsection (1),
the board shall calculate the amount of inveatment income
earned on that portion of the retirement fund balance
representing retired members.

(b} The board shall deposit the amount calculated in
subsection (2)(a) in a reserve fund.

{3) Subject to the restrictions contained in

subsections {4) and (5), the board shall annually use 90% of
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the amount in the reserve fund provided for in subsecticn
{2){(b) to pay a postretirement adjustment to eligible

members-or-beneficiartes benefit recipients under 19-4-713.

(4) If the amount in the reserve fund is Iinsufficient
to provide an average menthly postretirement adjustment of
at least $1 under 19-4-713, an adjustment may not be made in
that calendar year.

{5) The amount available for payment of the
postretirement ailowanee adjustment is limited to an amount
that would provide a percentage increase in the average
service, disability, or survivorship atiowanee benefit of

aii--ettgibie--members each eligible recipient that, when

combined with the postretirement--adjustment guaranteed

annual benefit adjustment under [section 1), that is equal

tec or less than the percentage increase Ffor the previous
calendar year in the annual average consumer price index for
urban wage earners and workers compiled by the bureau of
labor statistics, United States department of labor, or its

successor agency."

NEW SECTION, Section 10, codification ingstruction,

[Secticn 1] is intended to be codified as an integral part
of:

(1) Title 19, chapter 3, part 11, and the provisions of
Title 19, chapter 3, part 11, apply to [section 1)]; and

(2 Title 19, chapter 4, part 7, and the provisions of

-12- SB 300
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Title 19, chapter 4, part 7, apply to [section 1].
NEW SECTION. Section 11. Effective date. [This act) is

effective July 1, 1993,

-End-
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