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A BILL FOR AN ACT ENTIT : "AN ACT INCREASING THE MINIMUM RETIREMENT BENEF!T PROVISION
FOR CERTAIN RETIREES IN THE MUNICIPAL POLICE OFFICERS” RETIREMENT SYSTEM, INCREASING
STATE CONTRIBUTIONS FROM THE INSURANCE PREMIUM TAX; AMENDING SECTICNS 19-9-702 AND
19-9-1007, MCA; AND PROVIDING AN EFFECTIVE DATE."

WHEREAS, the effects of inflation have reduced the value of the current postretirement benefit
adjustment provided for retired police officers in section 19-9-1007, MCA; and

WHEREAS, police officers retiring at the rank of sergeant or above, by virtue of attaining a higher
rate of pay when employed, have become accustomed to and plan to retire at a higher standard of living
than a basic patrol officer yet are required to wait many years longer than a retiring patrol officer for
retirement benefits to fall to a level equal 1o one-half of the pay of a newly confirmed patrol officer before
receiving a postretirement increase; and

WHEREAS, the legislature intends that by granting an increased retirement benefit to police officers
who retire at the rank of sergeant or above, more palice officers will be encouraged to achieve at least the
rank of sergeant and to use their acquired skills for the benefit of their respective communities; and

WHEREAS, there are insufficient funds for the state to provide all or a portion of a postretirement

benefit adjustment for ranks above and below the rank of sergeant.
BE {T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA.:

Section 1. Section 189-8-702, MCA, is amended to read:

"19-9-702. State contribution. The state of Montana shall make its contributions through the state
auditor ocut of the premium tax on motor vehicle property and casuaity insurance policies. The payments
must be made annually after the end of each fiscal year but no later than November 1 from the gross
premium tax after deduction for cancellations and returned premiums. The division shall notity the auditor
by September 1 of each fiscal year of thé annual compensation paid to all active members during the
preceding fiscal year. The state’s contribution is 36-686% 33.55% of compensation paid to members.”
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Section 2. Section 19-9-1007, MCA, is amended to read:

"19-9-1007. Supplement to certain benefits. (1) The benefits paid in each fiscal year to a retired
member or the member’s survivors may not be less than;

{a} one-half of the compensation that will be paid in the current fiscal year in the appropriate city

or town to newly confirmed police officers for officers retiring at the rank of patrol officer: or

{b) one-half of the compensation that will be paid in the current fiscal vear in the appropriate city

or town to a sergeant receiving the base salary of a sergeant for officers retiring at the rank of sergeant

or abgve.

{2} On or before October 1 of each year, the division shall make a report including the following
information:

{(a} the names of all retired members who are receiving benefits from the retirement system as of
the date of the report;

(b} the names ot all surviving spouses or dependent children who are receiving benefits from the
retirement system because of the death of an active or retired member of this or a prier plan;

(c) for the purpase of determining the base retirement, disability, or survivorship benefits for the
computations set forth in subsection (3}, the following information relating to the base fiscal year
commencing July 1, 1876:

(i} the amount of the benefits paid in the base fiscal year to each retired member described in
subsection {2)(a);

(i) the amount of the benefits paid in the base fiscal year to each surviving spouse or dependent
child described in subsection (2}{b);

(iii) upon the death after the base fiscal year of any retired member who was receiving benefits, the
amount of benefits that would have been paid to an eligible surviving spouse of the retired member if the
surviving spouse had been receiving benefits in the base fiscal year;

{d) the original amount of retirement, disability, or survivorship benefits paid to retired members
or their eligible survivors as of the original retirement dates after July 1, 1975;

(e} the compensation that will be paid during the current fiscal year to:

{i] @ newly confirmed police officer of each city or town participating in the retirement system; and

(i} a sergeant receiving the base salary of a_sergeant in each city or town participating in the

retirement system.

i Le, islative
N OErVICES -2 -
- Djvision



55th Legislature LC1113.01

[o> & s IR - S S B

11
12
13
14
15
16
17
18
19
20
21
22

{3} The division shall compute the difference between each amount reported under subsections
{2){c) through {2}{e) and one-half the compensation to be paid during the current fiscal year t0 a newiy

contfirmed police officer of the appropriate city or town. The division shall also compute the difference

between each amount reported under subsections (2j(c), (2}Jid}, and {2){e}{ii}, and one-half the

compensation to be paid during the current fiscal year to a sergeant receiving the base salary of a sergeant

in the appropriate_city or town. The difference must be reported to the state auditor who shall pay the

difference to the pension trust fund out of the premium tax collected on insurance sold in this state to
insure against the risks enumerated in 19-18-512(3) no later than November 1. It the compensation of a

newly confirmed police officer or the base salary for a sergeant has not been set for the current fiscal year

in time to be included in the October 1 report 1o the state auditor, the division shall make any retroactive
adjustments necessary to individual supplemental benefiis after the current compensation has been
determined and shall include these amounts in the next year’'s repart for reimbursement at that time.

(4} The premium tax amount paid by the state auditor is statutorily appropriated, as provided in
17-7-602, tfor the payment of supplementa!l retirement benefits to eligible retired members and their
survivors. This payment is in addition to the payment to be made by the state auditor under 19-9-702.

{5} If more than one dependent child is entitled to supplementary benefits under this section by
virtue of the death of a common parent, the minimum benefit paid to the dependent children under this
section must be determined as if there were one dependent child and the supplementary benefits must be

paid 10 the dependent children collectively.”

NEW SECTION. Section 3. Effective date. [This act] is effective July 1, 1997,
-END-
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for $BJ228, as introduced

DESCRIPTION QF PROPOSED LEGISLATION:

The blll Zncreases the minimum benefits payable to retired pclice cfficers who retired at
the ranx of sergeant or above to no less than one-half of the current salary cf a s=rgean:
employed by the city from which the member retired and increases contributilions from ths
state insurance premium tax fund To actuarially fund the benefit 1ncreases.

ASSUMPTIONS:

1. The total actuarial cost of funding the change in the Municipal Police Officers
Retirement System (MPORS) 1s addit:ional contributions equal to 17.89% of total MPORS
payroll. The bill provides that the cost will ke paid by increased contributions from
“he state 1nsurance premium tax fund.

It 15 estimated that 70% of MPORS retirees reached the rank of sergeant or higher by
the date of retirement. Supplemental benefits paid to these members and actuaria’'ly
funded by higher payroll contributions under this bill will reduce current
supplemental insurance premium tax fund contributions paid directly to the MPCRS trust
fund. The estimated savings will equal a 70% reduction 1in the direct suppliemental
benefits reimbursement frcm the insurance premium tax fund tec the MPFORS trust fund.
The total covered payroll for the MPORS 1in fiscal year 1996 totaled §15,827,5%6. 1Tt
1s assumed that covered payrolls will increase by 6.8% per year in the future.

4. Contribution increases to the MPORS trust fund from the insurance premium tax fund
directly reduce state general fund revenues by a like amount.

Rased upon minimum benefits palid and the average salaries of police sergeants in
fiscal vear 1996, minimum benefits would have increased by $521,000 in fiscal year
13%€. Prcijecticns for increased payments of minimum benefits in fiscal year 1%%8 and
fiscal year 1999 assume that salaries of sergeants would have increased by 6.2% per
year since fiscal year 19%6. Therefore, the increased minimum benefit payments Zor
1scal year 1998 are estimated to be $594,265 (5821,000 % 1.068 x 1.068!.
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FI3CAL IMPACT:

Iyss FYGS
Expenditires: Difference o] crence
State Auditor’'s Office:
Contributions te MPORS pensicn trust fund 1,780,742 1,927,914
Funding:
Insurance premium tax fund (02} 1,780,742 1,927,914
MPORS Pension Trust Fund:
Retirement bernefits 594,265 634,675
runding:
MPORS pension trust fund [09) 554,265 €34,¢7%
Eevenues:
Sensral fund (01) {1,780,742) (1,827,914}
MPORS pensicn trust fund [(09) 1,780,742 1,327,914
MNet Tmpact on Fund Balance: (Revenues minus exXpense)
General fund (Cl: (1,780,742 (1,927,914,
MBORS pensicn trust fund 1,186,477 1,283,238

LCNG-RANGE FFFECZTS OF PROPOSED LEGISIATION:

Since this 15 a permanent change, state general fund revenues will permanently decrease
and the rate of decrease will accelerate at the same rate as the increase 1n total MPORS
payreil until the new unfunded liabilities have been amortized.

TECHNICAL NOTES:
This ©ill will need to be coordinated with other legislation ilmpacting this retirement
system (for example: HE 170, HB 173, HB 324, and HB 505;.

(e o 2-17-97
DAVE LEWIS, BUDGET DIRECTOR DATE
Office of Budget and PFrogram Flanning

PONSOR

PRI DATE

Fiscal Note for 3B0328, as :ntroducsdg
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4  ABILLFORANACTENTIT :"AN ACT INCREASING THE MINIMUM RETIREMENT BENEFIT PROVISION

FOR CERTAIN RETIREES IN THE MUNICIPAL POLICE OFFICERS’ RETIREMENT SYSTEM, INCREASING
STATE CONTRIBUTIONS FROM THE INSURANCE PREMIUM TAX; AMENDING SECTIONS 19-9-702 AND
19-9-1007, MCA; AND PROVIDING AN EFFECTIVE DATE."

WHEREAS, the effects of inflation have reduced the value of the current postretirement benefit
adjustment provided for retired police officers in section 19-9-1007, MCA; and
11 WHEREAS, police officers retiring at the rank of sergeant or above, by virtue of attaining a higher
12 rate of pay when employed, have become accustomed to and plan to retire at a higher standard of living
13. than a basic patrol officer yet are required to wait many vyears longer than a retiring patrol officer for
14 retirement benefits to fall to a level equal ta one-half of the pay of a newly confirmed patro! officer before
15  receiving a postretirement increase; and
16 WHEREAS, the legislature intends that by granting an increased retirement benefit to police officers
17 who retire at the rank of sergeant or above, more police officers will be encouraged to achieve at least the
18 rank of sergeant and to use their acquired skills for the benefit of their respective communities; and
19 WHEREAS, there are insufficient funds for the state to provide all or a portion of a postretirement

20 benefit adjustment for ranks above and below the rank of sergeant.

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

23
24 Section 1. Section 19-9-702, MCA, is amended to read:
25 "19-9-702. State contribution. The state of Montana shall make its contributions through the state

26 auditor aut of the premium tax on motor vehicle property and casualty insurance policies. The payments
27 must be made annually after the end of each fiscal year but no later than November 1 from the gross
28 premium tax after deduction for cancellations and returned premiums. The division shall notify the auditor
29 by September 1 of each fiscal year of the annual compensation paid to all active members during the

30 preceding fiscal year. The state’s contribution is +6-88% 33.55% of compensation paid to members.”
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Section 2. Section 19-9-1007, MCA, is amended to read:

"19-9-1007. Supplement to certain benefits. (1) The benefits paid in each fiscal year to a retired
member or the member’s survivors may not be less than;

{a) one-half of the compensation that will be paid in the current fiscal year in the appropriate city

or town to newly confirmed police officers for officers retiring at the rank of patrol officer: or

or town to a sergeant receiving the base salary of a sergeant for officers retiring at the rank of sergeant

or above.

{2) On or before October 1 of each year, the division shall make a report inciuding the following
information:

{a) the names of all retired members wiio are receiving benefits from the reurement system as of
the date of the report;

{b) the names of all surviving spouses or dependent children who are receiving benefits from the
retirement system because of the death of an active or retired member of this or a prior plan;

{c) for the purpose of determining the base retirement, disability, or survivorship benefits for the
computations set forth in subsection (3}, the following information relating to the base fiscal year
commencing July 1, 1976:

(i) the amount of the benefits paid in the base fiscal year to each retired member described in
subsection (2){a);

(iiy the amount of the benefits paid in the base fiscal year to each surviving spouse of dependent
child described in subsection (2)(b);

{iii) upon the death after the base fiscal year of any retired member who was receiving benefits, the
amount of henefits that would have been paid to an eligible surviving spouse of the retired membher if the
surviving spouse had been receiving benefits in the base fiscal year;

{d) the original amount of retirement, disability, or survivorship benefits paid to retired members
or their eligible survivors as of the original retirement dates after July 1, 1975;

{e] the compensation that will be paid during the current fiscal year to:

{i} anewly confirmed police officer of each city or town participating in the retirement system; and

{ii)_ a sergeant receiving the base salary of a _sergeant in_each city or town participating in the

retirement system.
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(3} The division shali compute the difference between each amount reported under subsections
{2)(¢) through (2}(e) and one-half the compensation to be paid during the current fiscal year to a newly

confirmed police officer of the appropriate city or town. The division shall also compute the difference

hetween 2ach amount reported under subsections (2)(c), (2){d), and {2){e}lii}, and one-ha!f the

compensation to be paid during the current fiscal year to a sergeant receiving the base salary of a sergeant

in_the appropriate city or town. The difference must be reported to the state auditor who shall pay *he

difference to the pension trust fund out of the premium tax collected on insurance sold in this state to
insure against the risks enumerated in 18-18-512(3) no later than November 1. If the compensation of a

newly confirmed police officer or the base salary for a sergeant has not been set for the current fiscal year

in time to be included in the October 1 report to the state auditor, the division shall make any retroactive
adjustments necessary to individual supplemental benefits after the current compensation has been
determined and shall include these amounts in the next year's repart for reimbursement at that time.

(4) The premium tax amount paid by the state auditor is statutorily appropriated, as provided in
17-7-502, for the payment of supplemental retirement benefits to eligible retired members and their
survivors. This payment is in addition to the payment to be made by the state auditor under 19-9-702.

(5; If more than one dependent child is entitled to supplementary henefits under this section by
virtue of the death of a common parent, the minimum benefit paid to the dependent children under this
section must be determined as if there were one dependent child and the supplementary benefits must be

paid to the dependent children collectively.”

NEW SECTION. Section 3. Effective date. [This act] is effective July 1, 1997,
-END-
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