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HB0112.01 

HOUSE BILL NO. 112 

INTRODUCED BY AHNER 

BY REQUEST OF THE TEACHERS' RETIREMENT BOARD 

5 A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A BIENNIAL POSTRETIREMENT ADJUSTMENT 

6 FOR RETIRED TEACHERS; PROVIDING A STATE CONTRIBUTION; REVISING ELIGIBILITY REQUIREMENTS; 

7 AMENDING SECTIONS 19-20-711, 19-20-712, AND 19-20-713, MCA; AND PROVIDING AN IMMEDIATE 

8 EFFECTIVE DATE." 

9 

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

11 

12 NEW SECTION. Section 1. State contribution -- biennial postretirement adjustment. (1) The state 

13 shall contribute monthly to the pension trust fund a sum equal to 0.40% of the compensation reported to 

14 the retirement system each month. 

15 (2) The amount received by the retirement system under subsection ( 1) must be deposited into a 

16 reserve fund to be used in each odd-numbered year to pay a postretirement adjustment pursuant to 

17 19-20-713. 

18 

19 Section 2. Section 19-20-711, MCA, is amended to read: 

20 "19-20-711. Eligibility for postretirement adjustment. ( 1) Except as provided in subsection ( 2), a 

21 mofl1eor retiree or beneficiary is eligible to receive a postretirement adjustmentL as provided in 19-20-713L 

22 if A& the retiree or beneficiary is reeeiYin9 a: 

23 (a) ser>,·iee is receiving a monthly retirement allowance and is ee 60 years of age or older on or 

24 before June 30 in the year that the postretirement adjustment is made; et and 

25 (el aisaeility er suP1i11orsl=lip allowanoo. 

26 (2) /\ fl10ff1BOr or eenefieiary is inoligielo to reoei,·e a f:IOStrotireff1ent aajustff1ent unaor sueseetion 

27 ( 1) 1,1nloss l=le Aas eeen reeoiviR!l a FAORtl=lly soP1ioo, aisaeility, er surviYorsl=lip 

28 lb) has been receiving the monthly retirement allowance for at least~ 60 consecutive months on 

29 or before June 30 in the year that the adjustment is made." 

30 

~
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1 Section 3. Section 19-20-712, MCA, is amended to read: 

2 "19-20-71 2. Funding for postretirement adjustment -- reserve fund. I 1 ) At the end of each fiscal 

3 year, the board ·shall determine the total investment income earAoe minus any unrealized gains or losses 

4 on the retirement fund for that fiscal year. From this amount, the board shall subtract the: 

5 (a) aetuarial 0ffi0l:IAt reei1:1iree to f1:1ne tho ,retireffieAt s~•steffi for the fiseal year amount equivalent 

6 to the actuarially required investment yield; and 

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

8 (2) (a) From the remainder obtained in subsection ( 1 l, the board shall calculate the amount of 

9 investment income earned on that portion of the retirement fund balance representing retired members. 

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

11 (3) Subject to the restrictions contained in subsections (4) and 15), the board shall annually use 

12 90% of the amount in the reserve fund provided for in subsection (2l(b) to pay a postretirement adjustment 

13 to eligible ffieffibers retirees or beneficiaries under 19-20-713. 

14 (4) If the amount in the reserve fund is insufficient to provide an average monthly postretirement 

15 adjustment of at least $1 under 19-20-713, an adjustment may not be made in that calendar year. 

16 (5) The amount available for payment of the postretirement allowanee adjustment under 19-20-713 

17 is limited to an amount that would provide a percentage increase iR ti=lo a•,era§e serYiee, eisabilit;•, or 

18 s1:1rYiYorship allowanse of all oli§ible FROFRbors, when soFRbinee ,..,,ith ti=lo postretireFRont aej1:1stffient, that 

1 9 is equal to or less than the percentage increase for the previous calendar year in the annual average 

20 consumer price index for urban wage earners and workers compiled by the bureau of labor statistics, United 

21 States department of labor, or its successor agency." 

22 

Section 4. Section 19-20-713, MCA, is amended to read: 23 

24 "19-20-713. Payment and amount of postretirement adjustment. ( 1 l Effective January 1 e-t: 

25 following each year that funds are available under 19-20-712 and in each odd-numbered year that funds 

26 are available pursuant to [section 1 j, a FRernber retiree or beneficiary eligible under 19-20-711 5HaJ.I must 

27 receive a postretirement adjustment in the form of a monthly benefit payable for life. 

28 (2) The board shall calculate the amount of the postretirement allowance payable to an eligible 

29 FReffiber retiree or beneficiary by: 

30 (al dividing the amount available under 19-20-712(3) and [section 1 j for payment of the 
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1 postretirement allowance by the total accumulated years of service for all eligible FAeFAbers retirees and 

2 beneficiaries; 

3 (b) multiplying the quotient obtained in subsection I2)(a) by the FAeFAber's retiree's total years of 

4 service at the time of retirement; 

5 (c) dividing the product obtained in subsection (2)(b) by a factor for calculating a monthly annuit~' 

6 retirement allowance from actuarial tables adopted by the board; and 

7 (d) applying the provisions contained in subsections (3) and (4). 

8 (3) If o FAeFAber retiree had elected to receive an optional retirement allowance, the amount of !tis 

9 the retiree's postretirement allowance must be adjusted by the appropriate optional factor. 

10 (4) If more than one beneficiary is receiving a FAeFAeer's retiree's retirement allowance, the 

11 postretirement adjustment must be divided in the same manner as the FA8FAber's retiree's retirement 

12 allowance." 

13 

14 NEW SECTION. Section 5. Codification instruction. [Section 1) is intended to be codified as an 

1 5 integral part of Title 19, chapter 20, part 7, and the provisions of Title 19, chapter 20, part 7, apply to 

16 [section 1 ]. 

17 

18 

19 

_NEW SECTION. Section 6. Effective date. [This act) is effective on passage and approval. 

-END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for HB0112, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
The legislation provides funding for a biennial postretirement adjustment for retired 
teachers who are at least age 60 and have been retired for at least 5 years. 

ASSUMPTIONS: 
1. On an annual basis, the state general fund contributions to the Teachers' Retirement 

System (TRS) are approximately equal to the amount of state income tax paid by 
retired teachers. The state income tax liability associated with benefits paid in 
excess of the $3,600 exclusion to retired members of the Teachers' Retirement System 
for tax year 1994 was $1,694,612, or approximately 0.40 percent of the total payroll 
reported for active members. 

2. State income taxes paid by retired members of the Teachers' Retirement system will 
continue to be approximately 0.40 percent of the total payroll of active members. 

3. The estimated total payroll for active members to be reported in each year of the 
1999 biennium will be: 1998 - $517,640,200 and 1999 - $533,345,808. 

4. The bill provides for a state contribution equal to 0.40 percent of the compensation 
reported to the TRS. The estimated contributions from the general fund will be 
$2,070,560 (. 0040 x $517,640,200) in fiscal year 1998 and $2,133,383 (. 0040 x 
$533,345,808) in fiscal year 1999. 

5. The bill provides that the postretirement adjustments funded by state general fund 
contributions must be paid out beginning in each odd-numbered year in the form of a 
monthly benefit for life. The Department of Revenue determined that for TRS 
retirees for tax year 1994, the ratio of the tax liability on benefit payments 
divided by total benefit payments was 2.89 percent. Therefore, approximately 2.89 
percent of the increased monthly benefits paid under this bill may be estimated to 
be returned to the general fund in the form of income tax revenue. The general fund 
revenue is estimated to be minimal for fiscal year 1999 and not subject to 
reasonable estimate in subsequent fiscal years. 

FISCAL IMPACT: 

Sxpenditures: 

General fund contributions (01) 

FY98 
Difference 
$2,070,560 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

FY99 
Difference 
$2,133,383 

1. The state general fund contributions to the Teachers' Retirement System will continue 
to increase as total member compensation reported to the system increases due to 
increase in salaries and the number of members participating in the system. 

2. All benefit adjustments provided under this bill will be fully funded and will not 
result in increased unfunded liabilities for the TRS. 

DAVE LEWIS, 
~ /·!fr) 
BlJDGETDIRCToR' r DATE CHRIS AHNER, PRIMARY SPONSOR 

Office of Budget and Program Planning 
DATE 

Fiscal Note for HB0112, as introduced 
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HOUSE BILL NO. 112 

HB0112.02 

APPROVEC BY CCM ON 
S'i'AT:O ADMINISTRATICN 

2 INTRODUCED BY AHNER, LYNCH, VANVALKENBURG, BECK, HALLIGAN, WATERMAN, HERTEL, 

3 BARTLETT, LAWSON, SCHMIDT, MENAHAN, ROSE, HARPER, J. JOHNSON, MASOLO, SQUIRES, 

4 KITZENBERG, COCCHIARELLA, GALVIN, HARRINGTON, HIBBARD. PAVLOVICH. SHEA 

5 BY REQUEST OF THE TEACHERS' RETIREMENT BOARD 

6 

7 A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A BleNNIAL AN AD HOC POSTRETIREMENT 

8 ADJUSTMENT FOR RETIRED TEACHERS; PROVIDING A STATE CONTRIBUTION; ReVISl~JG eLIGIBILITY 

9 ReQUIReMeNTS; AMENDING SeCTIONS 1 Q 20 711, 1 Q 20 712, A~ID SECTION 19-20-713, MCA; AND 

10 PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A TERMINATION DATE." 

11 

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

13 

14 NEW SECTION. Section 1. State contribution -- eioRRial AD HOC postretirement adjustment. (1) 

15 The state shall contribute rnenthl'f $2 MILLION to the pension trust fund a Slclrn oqlclal te 0.4 0% ef tho 

16 sernJ;1onsatien FOJ'l8Fte0 te the retirernent &','&tern eaeh rnenth ON JANUARY 1. 1998. 

17 (2) The amount received by the retirement system under subsection ( 1) must be deposited into a 

18 reserve fund to be used in sash 000 nlclrneoro0 year to pay a postretirement adjustment pursuant to 

19 19-20-713. AN ADJUSTMENT MADE UNDER THIS SECTION IS NOT SUBJECT TO 19-20-712. 

20 (3) A BENEFIT RECIPIENT IS ELIGIBLE TO RECEIVE AN AD HOC ADJUSTMENT PAYABLE WITH 

21 THE RECIPIENT'S JANUARY 1998 BENEFIT IF THE RECIPIENT. IS AT LEAST 60 YEARS OF AGE AND THE 

22 RETIRED MEMBER HAS BEEN OR WAS RETIRED FOR AT LEAST 10 YEARS. 

23 

24 SestioR 2. Sostisn 1 Q 20 711, MCA, is arnonded to read: 

25 "19 20 711. li!ligieilily tor po&trotiromeRt adjustmeRt, ( 1 l exSBJ;lt as J;IFQ•;idod in Slclesoetisn (2), a 

26 rnorneor ~ er eonofisiaF'f is oligielo ts rosoi¥o a J;18strotirornont aajlclstrnont, as J;1F0 11idod in 1 Q 20 71 3, 

27 if ho tho retiree er eenofieiary is rosoi 11in9 a; 

28 (a) sop;iso is rosoi¥ing a msnthii11 retirement allewanee an0 is 66 eO years sf a90 sr el0or sn er 

29 eefore Jlclno 30 in the •rear that tho J'IS&trotirornont a0jlclstrnont is made; or and 

30 (el disaeility sr smYivershi!'I alls•,yaneo. 
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(2) /1. member or beAefioiary is iAeli§iblo to resoi>.•o a 13ostretir0meAt adj1:1stmeAt 1:1Ad0r s1:1bs0otion 

11) 1:1nless he has beeA reoei11ing a monthly ser><iso, disability, or s1:1rYiYorshi13 

(bl has been reoeiYing the monthly retirerr1ent allowaAse for at least 24 eO soAs001:1tiYe menths on 

or before J1:1no 30 in the year !hfil the adj1:1stmont is made." 

&eetien 3. Sostion 1 Q 20 712, MC.'\, is amended to road: 

"19 20 712. F~mding for postretirement adjustment reeer\'e fund. I 1 l At tho end of eaoh fissal 

··oar tho board shall determine tho tetal iAY0stm1mt inoemo earned min1:1s any 1:1nroalized gains or losses r , 

on tho retirement f1:1nd for that fissal year. From this amo1:1nt, tho board shall s1:1btrast tho: 

(a) aot1:1arial amo1:1nt FBEtl:lirod to f1:1nd tho retirement system for tho fisoal year aFFIOl:IAt eg1:1iYal0nt 

to tho ast1:1arially r0g1:1ir0d inYostmont yield; and 

(b) r0tir0FF10nt systoFA's adFAinistratiYo and inYo&tFAent 0K130nses for the fissal year. 

12) la) j;roFA tho roFAaindor obtained in s1:1bs0otion (1). tho board shall sals1:1lat0 tho amo1:1nt of 

in·.•ostment insomo earned on that portion of tho retirement f1:1nd balanso representing retired members. 

(bl Tho board shall deposit tho aFF101:1nt sals1:1lated in s1:1bsostioA (2)(al in a r000r>10 fl:IRd. 

(3) S1:1bjeot to the rastristioAs sontainod in s1:1bs0stions (4) and (6), tho board shall ann1:1ally 1:1s0 

QO% of tho amo1:1nt in tho rasorYo f1:1nd proYidoEl for in s1:1bs0stioA (2)1bl to pa·, a 13ostr0tir0m0nt aElj1:1stFF1ent 

to eligible FA0FF1bors retirees or bonofisiarios 1:1Ad0r 1 Q 20 71 3. 

I 4) If tho amo1:1nt in tho reserve f1:1nd is ins1:1ffisient to proYido aA a><era§e moAthly postr0tir0FF1ent 

aEljustFAont of at least $1 under 19 20 713, an adj1:1stmeAt FF1ay not be FF1ad0 in that salonElar year. 

161 The amo1:1At aYailablo for paymoAt of the 13ostretir0m0At allowanoo adjustment under 1 Q 20 713 

is liFFlitad to an aFF1ount that woulEl proYiElo a porsentaga insraasa in tho a·,era§o sorYiso, disability, or 

s1:1wi·;orship allo·,.,.anoo of all eligible members, when soFAbinad with the postrotiroFAont adj1:1stFA0nt, that 

is OEtl:lal to or lass than tho porsontago insroaso for tho pre~•io1:1s salondar year in tho ann1:1al aYorago 

oons1:1m0r prise indoK for 1:1rban wage earners and workers somf'lilod by tho b1:1r0a1:1 of labor statistios, United 

States e013artFF10nt of labor, or its s1:1soessor agoA~ 

Section 2. Section 19-20-713, MCA, is amended to read: 

"19-20-713. Payment and amount of postretirement adjustment. ( 1 I Effective January 1 Gt 

30 following each year that funds are available under 19-20-712 and in oash oElEl n1:1mbor0d year that f1:1nes 
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are availal3Io pursuant to [section 1 L a R10R113or retiree or beneficiary eligible under 19-20-711 AND 

2 [SECTION 1 j &Aall must receive a postretirement adjustment in the form of a monthly benefit payable for 

3 life. 

4 (21 The board shall calculate the amount of the postretirement allowance payable to an eligible 

5 R10R113or retiree or beneficiary by: 

6 (a) dividing the amount available under 19-20-712131 and [section 11 for payment of the 

7 postretirement allowance by the total accumulated years of service for all eligible R10R1bors retirees and 

8 beneficiaries; 

9 (bl multiplying the quotient obtained in subsection (2)(a) by the R10R113or's retiree's total years of 

10 service at the time of retirement; 

11 (cl dividing the product obtained in subsection I 2)(b) by a factor for calculating a monthly annuity 

12 retirement allowance from actuarial tables adopted by the board; and 

13 Id) applying the provisions contained in subsections (3) and (4). 

14 13) If a R10R1bor retiree had elected to receive an optional retirement allowance, the amount of ffi6 

1 5 the retiree's postretirement allowance must be adjusted by the appropriate optional factor. 

16 (41 If more than one beneficiary is receiving a R10R113or's retiree's retirement allowance, the 

1 7 postretirement adjustment must be divided in the same manner as the R10R113or' s retiree's retirement 

18 allowance." 

19 

20 NEW SECTION. Section 3. Codification instruction. [Section 11 is intended to be codified as an 

21 integral part of Title 19, chapter 20, part 7, and the provisions of Title 19, chapter 20, part 7, apply to 

22 [section 1 l. 

23 

24 

25 

26 

27 

NEW SECTION. Section 4. Effective date. [This act] is effective on passage and approval. 

NEW SECTION. SECTION 5. TERMINATION. [THIS ACT] TERMINATES JULY 1. 1998. 

-END-
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