
SENATE BILL 300 

Introduced by Bianchi, et al. 

2/03 Introduced 
2/03 Referred to state Administration 
2/03 First Reading 
2/03 Fiscal Note Requested 
2/10 Fiscal Note Received 
2/12 Fiscal Note Printed 
2/15 Hearing 
2/15 Committee Report--Bill Passed as Amended 
2/16 Revised Fiscal Note Requested 
2/17 2nd Reading Do Pass Motion Failed 
2/17 2nd Reading Indefinitely Postponed 
2/18 Revised Fiscal Note Received 
2/18 Revised Fiscal Note Printed 



53rd Legislature LC 0183/01 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

INTRODUCED BY Y?<+1L-.J:' ~ ' <7 {~ 

~~
't~ , 1' . ? 7 7 I 

,d}~At.,~T~"AN ACT REVISING POSiETIREJU#J-: .a--,-
f . ·~ .-, n-Y~-, 

ADJUSTMENTS ~VBENEFIT RECIPIENTS UNDER THE Pu.Jlf~ 

EMPLOYEES' AND TEACHERS' RETIREMENT SYSTEMS; ADJUSTING '-

EMPLOYER AND EMPLOYEE CONTRIBUTIONS; AMENDING SECTIONS 

19-3-701, 19-3-801, 19-3-1109, 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 ,. Guaranteed annual benefit 

adjuataent. 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 30 in the year the adjustment is 

made. 

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

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

and--Defere--~nne--387--¼9897 ·July l, 1993, the normal 

contribution of each member is 61 7.65\ of ftia the member's 

compensation. ~he--noraa¼--eontribntion--of---eaeh---■eaber 

increaaes-~a~ 
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tat--6Ti51-ef-his-eeapensatien-en-anly-i7-l989; 

tbt--6T381-ef-his-eeapensatien-en-adly-¼7-l998; 

tet--6T4¼11-ef-hia-ee■penaatien-en-~nly-¼7-¼99i; 

tdt--6.SSl-0£-his-ce•pensae¼en-en-dttly-¼7-¼99iT-and 

tet--6♦781-0£-his-eoapensaeien-en-dtt¼y-¼7-¼993, 

(2) Payment of salaries or wages less the contribution 

shall be is full and-eemp¼eee discharge and--aeqnit~anee of 

all claims and demands whaesoever 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 l, 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. 

( 4) The member I 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. 

(5) The member's contributions picked up by the 

employer must be payable from the same source as is used to 

-2- 56 300 
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LC 0183/01 

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 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. 11 

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

•19-3-801. 8-ployer contribution rates actuarial 

determination. (l) Each employer shall contribute to the 

cost of benefits under the system. The amount of the 

employer contributions sha¼¼ ~ 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 6T4¼~t-£rom-dttly-l7-l9837-eo 

Ottfte--~87--¼99~.--~he-sam-ot-~he-rates-increases-to-6e55%-eft 

dtt¼y-l7-l99i,-and-ee-6T~Bt ~ 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 atteh 

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 
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prospective compensation of all 

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 

normal contributions payable in respect of all stteh 

persons." 

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

•19-3-1109. Eligibility for postretireaent adjustaent. 

tlt-Bzeept-as--pre•ided--in--sttbseetion--titT--a--mellll>er--er 

benefieiary-ia-e¼igib¼e-to-reeeiye A recipient of a service, 

disability, or survivorship benefit is eligible for a 

postretirement adjustment as provided in 19-3-1111 if he-is 

reeeiyin,-a~ 

tat--aer•iee-retire■eftt-a¼¼owanee-and-is-55-years-of-age 

er-o¼der--eft--or--be~ere--dune--36--¼n--the--year--that--the 

pestretirement-adjtts~■eftt-ia-made7-or 

tbt--disabiiity-or-s~r•i•ership-el¼oweneeT 

tit--A--aember-or-bene£iciary-¼s-¼ne¼igib¼e-to-receiwe-a 

postretireaent-ad;aataeet-ander-aabaeetion-t¼t-an¼ees-he-haa 

been---reee¼•¼n9---a---aonth¼y---aer•iee7---d¼sab¼¼ity7---or 

aarw¼worehip-a¼¼ewanee the benefit has been paid for at 

-4-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0183/01 

least i4 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. Funding for postretirement adjust•ent 

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 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-beneficiaries benefit recipients under 19-3-1111. 

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

to provide an average monthly postretirement adjustment of 
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LC 0183/01 

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 a¼iewanee adjustment is limited to an amount 

that would provide a percentage increase in the a•erage 

service, disability, or survivorship a¼¼ewanee benefit of 

ai¼-e¼igib¼e-members each eligible recipient that, when 

combined with the postre~iremen~--adjtts~ment guaranteed 

annual benefit adjustment provided under [section l], that 

is equal 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." 

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

"19-4-602. Annuity savings fund meaber's 

contribution. The annuity savings fund is a fund in which 

the contributions for the members to provide for their 

annuities shai¼ must be accumulated in individual accounts 

for each member. The normal contribution of each member is 

TT944t 8.264\ of h*s earned compensation. Contributions to 

and payments from the annuity savings fund ahal¼ ~ 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 

-6-
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applicable on July l, 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 1 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 1 s accumulated contributions but must be accounted 

for separately from those previously accumulated. 

(C) The member 1 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 wagesL as defined in 19-1-102~ and ftts earned 

compensation as used to define ft¼s 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 shs¼i ~ be made notwithstanding 

that the minimum compensation provided by law for a •ember 

may be reduced thereh1 by the deductions. Every member is 

considered to consent to the deductions prescribed by this 

section, and payment of salary or compensation less the 
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deductions is a complete discharge of all claims wha~aoe•er 

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 whteh-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 h¼s the member's estate or to ht■ ~ 

designated beneficiary in event of his the member's death 

sfta¼% must be paid from the annuity savings fund, Upon the 

retirement of a member, 

contributions sha¼¼ ~ be 

his the member's accumulated 

transferred from the annuity 

savings fund to the pen~ion accumulation fund. 11 

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

"19-4-605. Pension accuaulation fund eaployer•s 

contribution. The pension accumulation fund is the fund in 

which the reserves for payment of pensions and annuities 

sha¼i must be accumulated and from which pensions, 

annuities, and benefits in-li~tt-~hereaf-sha¼% must be paid 

-8-
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to or on account of beneficiaries credited with prior 

service. Contributions to and payments from the pension 

accumulation fund eha¼¼ must be made as follows: 

(1) Each employer shall pay into the pension 

accumulation fund an amount equal to 77459% 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 systemi or the Montana state 

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. 

(41 If the employer is a county, the county 

commissioners shall budget and pay for the employer 1 s 

contribution in the manner provided by law for the adoption 

of a county budget and for payments under the budget. 

i5) All interest and other earnings realized on the 

moneys money of the retirement system sha¼¼ ~ be credited 

to the pension accumulation fund, and the amount required to 

allow regular interest on the annuity savings fund she¼¼ 

must be transfer red to that fund from the pension 

-9-
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accumulation fund. 

(6) All pensions, annuities, and benefits tft--¼iett 

~hereef-sfta½i must be paid from the pension accumulation 

fund. 

( 7) The retirement board may, 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: 

"19-4-711. Eligibility for postretire-nt adjust-nt. 

t¼t--Bxeep~--as--~row¼ded--tn--s~bsec~ion--t~t,--a-member-or 

benefietary 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-receiwing-a~ 

tat--servtee-reeireaen~-a¼¼eweftee-and-is-55-years-of-age 

or--o¼der--on--or--be~ore--dttfte--36--¼n--~he--year--~hat-the 

postretirement-adjnstment-¼s-made;-or 

tbt--disabi¼ity-or-snrvivorship-a¼iowanee~ 

tit--A-melllber-or-bene£iciary-is-ine¼igib¼e-to-reeeive--a 

postretirement-ad;aatment-ander-sabseetion-t±t-nn¼ess-he-haa 

~een---reeei•¼ng---a---11an~h¼y---ser•iee7---disabi¼i~y 7 ---or 

attrvivorship--a¼¼ewanee the benefit has been paid for at 

least i4 36 consecutive months on or before June 30 in the 

year the adjustment is made.N 

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

"19-•-112. Funding for postretireaent adjuataent 

-10-
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reserve fund. {l) 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 1 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 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-er-benef¼e¼ar¼es benefit recipients under 19-4-713. 

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

21 to provide an average monthly postcetirement adjustment of 

22 at least $1 under 19-4-713, an adjustment may not be made in 

23 that calendar year. 

24 ( 5) The amount available for payment of the 

2S postretireaent ■¼¼owanee !!!juatment is limited to an aaount 
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that would provide a percentage increase in the aYerage 

service, disability, or survivorship aiiewanee benefit of 

ali--e¼igib¼e--members each eligible recipient that, when 

combined with the pcstretiremenc--ad;ttetmenc ~ranteed 

annual benefit adjustment under [section 1), Cha~ is equal 

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.N 

NEW SECTION. Section 10. Codification instruction. 

[Section l] is intended to be codified as an integral part 

of: 

(l} 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 

Title 19, chapter 4, part 7, apply to [section 1). 

NEW SECTION. Section 11. Effective date. [This act) is 

effective July l, 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 
recipients who have received benefits for at 
and this increase by the change in the CPI. 
employers. 

PERS and 
least 3 
Cost of 

TRS retirement benefits each January 1, beginning 1994 to benefit 
years and caps the combined effect of the post retirement adjustment 
the proposal is paid 1/3 by active employees and 2/3 by their 

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: 40t state employees; 

9t university employees; and 51\ local government employees. 40t of the PERS-covered state employee payroll is general 
fund. 

2. The proposed legislation increases PERS employer contribution rate from 6.7t to 8.59t of covered payroll and PERS 
employee contribution rates from 6.7\ to 7.65\ of salary, effective July 1, 1993. 

3. Under current law, annual PERS benefits paid are projected to increase at an average rate of et per year. 
4. The proposed legislation would increase PERS benefits paid to 9,750 eligible benefit recipients with average benefits of 

$5,410/year by 2t 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 FY94 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, 1993. 
3. Under current law, annual TRS benefits paid are projected to increase at an average rate of Gt per year. 
4. An increase 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 Pension Trust Fund investments will earn an average 6.5\ annual rate of return during next biennium. 

(continued) 

~L L--~-7 j 
DAVID LEWIS, BUDGET DIRECTOR DATE 
Office of Budget and Program Planning 

.. ~};.,t 1u~< L 
DON BIANCHI, PRIMARY SPONSOR DATE 

Fiscal Note for SB0300. as introduced 

S /33C-0 



~iscal Note Request, SBOJOO. as introduced 
Porm BD-15 page 2 
( continued) 

PISCAL IMPACT: 

E>ublic Employees Retirement System 

xpenditures· 
BRS Benefit Payments 

19-3-105,MCA Supplement 
Total 

Revenues: 
~loyer Contributions: 

General Fund 
Non-General Fund 
University System 
Local Governments 

~loyee Contributions 
19-3-105,MCA Supp. (GF) 
Investment earnings 

Total 

achers Retirement System 

Bxpenditures: 
TRS Benefit Payments 
19-4-706,MCA Supplement 

Total 

Revenues: 
Employer Contributions: 

School Districts 
University System 
State Agencies 

Employee Contributions 
19-3-105,MCA Supp. (GF) 
Investment earnings 

Total 

( continued) 

Current Law 

$66,757,840 
1,545,320 

$68,303,160 

$5,940,728 
8,911,092 
3,341,660 

18,936,071 
37,129,551 
1,545,320 

20,000,000 
$165,804,422 

~rrent Law 

$69,568,258 
1,640,761 

$71,209,019 

$33,308,702 
1,464,346 

847,605 
33,638,810 
1,640,761 

64,2§0,000 
$135,160,224 

FY '24 
Proposed Law Difference 

$67,285,315 $527,475 
1,545,320 0 

$68,830,635 $527,475 

$7,616,545 $1,675,817 
11,424,818 2,513,726 
4,284,307 942,647 

24,277,739 5,341,668 
42,394,189 5,264,638 

1,545,320 0 
20,420,000 4:;10,000 

$182,032,918 $16,228,496 

FY ':!i 
Proposed Law Difference 

$70,263,941 $695,683 
1.640,761 0 

$71,904,701 $695,683 

$44,204,698 $10,895,996 
1,943,366 479,020 
1,124,875 277,270 

39,464,952 5,826,143 
1,640,761 0 

64,!!05,000 242,000 
$153,183,652 $18,023,428 

FY '9 
Current Law Proposed Law Difference 

$72,098,467 $73,733,444 $1,634,977 
1,668.946 1,695,320 2§,374 

$73,767,413 $75,428,764 $1,661,351 

$6,089,246 $7,806,959 $1,717,713 
9,133,869 11,710,438 2,576,569 
3,425,201 4,391,414 966,213 

19,409,472 24,884,682 5,475,210 
38,057,789 43,454,043 5,396,254 

1,668,946 1,695,320 26,374 
:!2,000,000 22,470,000 470,000 

$172,784,523 $189,412,856 $16,628,333 

FY '25 
Current Law Propo_i._e~- Law 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 

$35,307,224 $46,856,979 $11,549,755 
1,552,207 2,059,967 507,760 

898,462 1,192,368 293,906 
35,657,139 41,832,849 6,175,710 

1,780,225 1,797,618 17,392 
66,130,000 66,685,000 555,000 

$141,325,257 $160,424,781 $19,099,524 

sB 3t:JO 



Fiscal Note Request, SB0300. as introduced 
Form BD-15 page 3 
!continued) 

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 
Employer contributions fran local governmental entities are shown in above tables. 

LONG-RANGE 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 
sufficient to fund the benefit increases provided for in the proposed legislation. 

s03tJ' 



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. 

DESCRIPTION OF PROPOSED LEGISLATION: 
Provides a guaranteed annual 2t 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 cape the combined effect of the poet 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 Bmployeee Retirement System (PKRS) 
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 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. 

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

3. Under current law, annual PERS benefits paid are projected to increase at an average rate of 8\ per year. 
4. 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. 

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. 

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 occurs, 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. Under current law, annual TRS benefits paid are projected to increase at an average rate of 7\ per year. 
4. An increase in pension benefits would increase the general fund adjustment provided under 19-4-706, MCA, calculated at 

2.St of previous calendar year TRS benefits. 

(continued) 
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ISCAI.. IMPACT; 

ublic Kmployeee Retirement Syetem 

1tpendi tures: 
iRS Benefit Payments 
j-J-105,MCA Supplement 
Total 

!venues: 
1-3-105,MCA Supp. (GF) 

1achers Retirement System 

::penditures: 
~ Benefit Payment& 
'-4-706,MCA Supplement 
Total 

venues: 
-3-105, MCA Supp. (GF) 

Current Law 

$66,757,840 
1.545.320 

$68,303,160 

1,545,320 

Current Law 

69,568,258 
1,640,761 

71,209,019 

1,640,761 

y '24 
Proposed Law 

$67,285,315 
1,545,32!! 

$68,830,635 

1,545,320 

n '24 
Proposed Law 

70,263,941 
1,fi40,7fil 

71,904,701 

1,640,761 

FECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 

y • 

Difference Current Law Proposed Law Difference 

$527,475 $72,098,467 $73,733,444 $1,634,977 
Q 1,!i!HJ,24!i l,!i25,320 .il!i, 374 

$527,475 $73,767,413 $75,428,764 $1,661,351 

0 1,668,946 1,695,320 26,374 

EI '25 
Difference Current Law Proposed Law Difference 

695,683 73,742,353 75,217,201 1,474,847 
0 l,71!0,~25 1,727, !ill! 17,3:i!,i! 

695,683 75,522,579 77,014,818 1,492,239 

0 1,780,225 1,797,618 17,392 

ployer contributions from local governmental entities would increaee 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. Additional employee and 
ployer contributions in the 1997 biennium are estimated as follows: 

~ntinued) 
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LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

Public Bmployees Retirement System 

Current Law 
Employer Contributions: 

General Fund $6,332,816 
Non-General Fund 9,499,224 
University System 3,562,209 
Local Governments 20,185,851 

Employee Contributions :32,580,100 
Total $ 79,160,200 

Teachers Retirement System 

Current Law 
Employer Contributions: 

School Districts 36,715,775 
University System 1,609,997 
State Agencies 942,437 

Employee Contributions 37,083,424 
Total 76,351,632 

FY '96 
PrQgQ!!!i!Q Law 

$8,412,248 
12,618,372 

4,731,890 
26,814,041 
46,078,326 

$ 98,654,877 

FY '26 
Pr212osed Law 

48,366,966 
2,120,904 
1,241,505 

43,306,111 
95,035,487 

FY '97 
Difference !;;urr!,!nt La.:it Pi;:Q12QS!i!Q Law Diff!i!reni;;!i! 

$2,079,432 $6,589,129 $8,748,738 $2,162,609 
3,119,148 9,879,193 13,123,107 3,243,914 
1,169,681 3,704,697 4,921,165 1,216,468 
6,628,190 20,993,285 27,886,603 6,893,318 
6,498,225 41,161,304 47,921,459 6,758,l:;i4 

$19,494,676 $ 82,326,608 $102,601,072 $20,274,463 

FY '97 
Difference Current L!i!,W Progosed Law Difference 

11,651,192 38,184,406 50,301,645 12,117,239 
510,908 1,674,396 2,205,741 531,344 
299,068 980,134 1,291,165 311,031 

6.222.687 la, S§!i, 7§1 45,038,355 6,471,524 
18,683,855 79,405,698 98,836,906 19,431,208 

s~ ..3oo _;:$t 2-
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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 FOR CERTAIN BENEFIT RECIPIENTS UNDER THE PUBLIC 

EMPLOYEES' ANO TEACHERS' RETIREMENT SYSTEMS, ADJUSTING 

EMPLOYER AND EMPLOYEE CONTRIBUTIONS, AMENDING 

19-3-701, 19-3-801, 19-3-1109, 19-3-1110, 

SECTIONS 

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 

adjuataent. The monthly service, disability, or survivorship 

benefit provided to a benefit recipient under this chapter 

must be increased by 2\ on January leach 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: 

"19-3-701. llellber's contribution to be deducted. (l) On 

and--befcre--6ane--387--¼9897 July i,. 1993, the normal 

contribution of each member is 61 ~ 6.70\ of his the 

~-.-
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SB 0300/02 

member's compensation. ~fte--neraa¼--een~ribation--0£--eaeft 

member--¼nereases--to~ ON JULY l, 1995
1 

THE NORMAL 

CONTRIBUTION OF EACH MEMBER IS 7.80\ OF THE MEMBER'S 

COMPENSATION. 

tat--6Ti51-ef-his-cempensatien-en-6n¼7-¼7-¼989, 

tbt--6T381-et-his-ceapensatien-en-6n¼7-¼7-¼998, 

tct--6T4¼Tl-ef-his-eempensatien-en-6n¼7-¼7-¼99¼, 

tdt--6T551-ef-his-eeapenaatien-en-6a¼7-¼7-¼99~,-and 

tet--6TT8l-ef-hia-eempensatien-en-6n¼7-¼7-i993T 

(2) Payment of salaries or wages less the contribution 

shalt be is full aftd-eeapiete discharge and--aeqttittaftee of 

all claims and demands wha~soever 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 l, 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. 

(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 

-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 1 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 h~s the member's 

compensation as defined in 19-3-104. The employer shall 

deduct from the member 1 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 3. Section 19-3-801, MCA, is amended to read: 

"19-3-801. Employer contribution rates actuarial 

deter•inatian. (1) Each employer shall contribute to the 

cost of benefits under the system. The amount of the 

employer contributions she¼¼~ 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 is 6~4¼Tl-£rom-dtt±y-¼7-¼9837-te 

dttne--387--¼99ie--~he-sum-oE-the-rates-¼ner~eses-te-6e55,-en 

dtt¼y-l 7-l99iy-and-te 6.~et e.59t 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 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 ovec the sum of the retirement fund and the present 

values of the future current service contributions and 

normal 

persons." 

contributions payable in respect of all s~eh 

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

"19-3-1109. Eligibility for postretirement adjustment. 

tit--Bxeept--8s--provided--±n--sttbseetion--trt,--a-member-er 

bene£iciary-±9-e¼igibie-te-reeeive A recipient of a service, 

disability, or survivorship benefit is eligible foe a 

postretirement adjustment as provided in 19-3-1111 if he--i9 

reee¼Ying-a~ 

tat--serviee-ret±rement-a¼¼owanee-and-is-S5-ye8rs-o£-age 

or--o¼der--on--or--before--aane--36--in--the--year--that-the 

pes~retirement-ad;astment-is-zaade;-or 

-4- SB 300 
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tbt--diaabi¼ity-er-sttrvivorship-a¼¼ewancea 

t~t--A-member-er-bene£ie±ary-¼s-±ne¼i9ib¼e-te-recei•e--a 

pestretiremeftC-ad;nstment-nnder-enbsectie~-t¼t-nn¼ess-he-has 

been---reeeivinq---a---menChly---ser•ieeT---disabi¼ity7---er 

sar•ivership--a¼¼ewanee the benefit has been paid for at 

least i4 36 consecutive months on or before June 30 

year the adjustment is made." 

in the 

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

"19-3-1110. Funding for postretireaent 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) re~irement system 1 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 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 subsection 

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

members-er-benef~e¼ar¼es 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 Sl under 19-3-1111, an adjustment may not be made 

in that calendar year. 

(5) The amount available for payment of the 

postretirement aiiewa~ee adjustment is limited to an amount 

that would provide a percentage increase in the a•erage 

service, disability, or survivorship a¼¼ewaftee benefit of 

a¼¼--e¼¼~ib¼e--members each eligible recipient that, when 

combined with the post~etirement--ad;ttstment guaranteed 

annual benefit adjustment provided under [section ll, tftet 

is equal 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." 

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 shall~ be accumulated in individual accounts 

for each member. The normal contribution of each member is 

-6- SB 300 
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To6441 8oi641 7.044\ of his earned compensation. ON JULY 1, 

1995, THE NORMAL CONTRIBUTION OF EACH MEMBER INCREASES TO 

8.2261 OF EARN~[)_ COMPENSATION. Contributions to and payments 

from the annuity savings fund shall 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 wagesL as defined in 19-l-102L and h¼s 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 
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remit the total of the contributions to the retirement 

board. 

(d) The deductions shell must be made notwithstanding 

that the minimum compensation provided by law for a member 

may be reduced ~here~y 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 whatsoever 

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 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 to his the member's estate or to his ~ 

designated beneficiary in event of h¼~ the member 1 s death 

shal¼ ~ be paid from the annuity savings fund. Upon the 

retirement of a member, his the member's accumulated 

contributions she¼¼ must be transferred from the annuity 

-8- SB 300 
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savings fund to the pension accumulation fund." 

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

•19-4-605. Pension accuaulation fund employer's 

contribution. The pension accumulation fund is the fund in 

which the reserves for payment of pensions and annuities 

sha¼¼ must be accumulated and from which pensions, 

annuities, and benefits ~n-¼±ett-ehereo£-sha¼¼ must be paid 

to or on account of beneficiaries credited with prior 

service. Contributions to and payments from the pension 

accumulation fund sha¼¼ ~ be made as follows: 

(1) Each employer shall pay into the pension 

accumulation fund an amount equal to ~T4591 9T8991 7.459\ of 

the earned compensation of each member employed during the 

whole or part of the preceding payroll period. ON JULY l, 

1995, THIS AMOUNT INCREASES TO 9.826\ OF THE EARNED 

COMPENSATION OF EACH 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) 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 legislature shall 

appropriate to the employer an adequate amount to allow the 

payment of the employer's contribution. 
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( 4) If 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 

moneys money of the retirement system shall~ be credited 

to the pension accumulation fund, and the amount required to 

allow regular interest on the annuity savings fund sha¼¼ 

must be transferred to that fund from the pension 

accumulation fund. 

(6) All pensions, annuities, and benefits ¼n--¼ie~ 

thereof-shat¼!!!.!!!!_ be paid from the pension accumulation 

fund. 

(7) The retirement board may, 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: 

"19-4-711. Eligibility for postretirement adjustment. 

ttt--Hxeept--as--pro•ided--in--subseet¼en--tit,--a-member-or 

beneficiary ~ipient of a service.! _disabilitL or 

survivorship benefit is eligible to receive a postretirement 

adjustment as provided in 19-4-713 if he-±s-reee±•±ng-a~ 

tat--eerviee-retirement-a¼¼ewanee-and-is-55-years-ef-age 

er--o¼der--en--or--betore--dune--38--±n--the--year--that-the 

postretire■ent-adjastment-is-made;-er 
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tbt--dieabi¼¼ty-or-sar•iversftip-a¼¼ewance• 

t~t--A-member-er-beneficiary-is-ineligib¼e-to-recei•e--a 

pcstretiremene-ad;ustment-ander-sttbseetion-f¼t-an¼ess-fte-kas 

been---reeeiving---a---montft¼y---ser•iee7---disabi¼ity7---er 

sarvivership--a¼¼owanee the benefit has been paid for at 

least i4 ll 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 postretireaent adjustaent 

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 

(bl retirement system's administrative and investment 

expenses for the fiscal year. 

(2) (a) From the remainder obtained in subsection (11, 

the board shall calculate the amount of investment income 

earned on that portion of the retirement fund balance 

representing retired members~ 

(bl 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 subsection 

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

member~-or-benef¼eiar¼es 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. 

( 5) The amount available for payment of the 

postretirement a¼¼owanee adjustment is limited to an amount 

that would provide a percentage increase in the average 

service, disability, or survivorship ai¼owanee benefit of 

a¼¼--e¼¼g¼b¼e--members each eligible recipi~t that, when 

combined with the postre~¼remene--ad;asement g_uaC'anteed 

annual benefit adjustment under [section 1], ~hat is equal 

to or less than the percentage increase for the previous 

calendaC' 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.H 

NEW SECTION. Section 10. Codification instruction. 

[Section 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 l]; and 

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

-12- SB 300 
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l Title 19, chapter 4, part 7, apply to [section l]. 

2 NEW SECTION. Section 11. Effective date. (This act J is 

3 effective July l, 1993. 

~End-

-1]- SB 300 




