59th Legislature HB0181.02

HOUSE BILL NO. 181
INTRODUCED BY MUSGROVE
BY REQUEST OF THE TEACHERS' RETIREMENT BOARD

A BILL FOR AN ACT ENTITLED: "AN ACT TO ENSURE THAT THE TEACHERS' RETIREMENT SYSTEM
PROVIDES BENEFITS FUNDED IN AN ACTUARIALLY SOUND MANNER AS REQUIRED BY THE MONTANA
CONSTITUTION; EHANGING BENEFTSTFORSYSTEMMEMBERSHIREBAFERIULY-12665; ALLOWING
THE TEACHERS' RETIREMENT BOARD TO SET THE SYSTEM'S REGULAR INTEREST RATE TO LESS
THAN 4 PERCENT; INCREASING EMPLOYER CONTRIBUTIONS TO THE SYSTEM, INCLUDING THE
UNIVERSITY SYSTEM'S SUPPLEMENTAL EMPLOYER CONTRIBUTION FORLIABILITIES CREATED WHEN
THE OPTIONAL RETIREMENT PROGRAM WAS CREATED; AUTHORIZING THE TEACHERS' RETIREMENT
BOARD TO REDUCE THE INCREASED CONTRIBUTION RATES TO THE PRIOR RATES WHEN FUNDING
IS SUFFICIENT TO KEEP THE SYSTEM ACTUARIALLY SOUND; PROVIDING AN APPROPRIATION;
AMENDING SECTIONS 49-26-164; 19-20-501, 19-20-605, AND 19-20-621, 49-20-F+5;19-26-F16;-19-26-80+;
19-26-862-AND-18-26-865; MCA; AND PROVIDING AN EFFECTIVE DATE."

WHEREAS, unanticipated declines in the market value of the teachers' retirement system's investments
during fiscal years 2000, 2001, and 2002 resulted in a significant increase in the unfunded liabilities for the system
that extended the system's amortization schedule for unfunded liabilities to more than 30 years; and

WHEREAS, Article VIII, section 15, of the Montana constitution requires public retirement systems to be
funded on an actuarially sound basis; and

WHEREAS, a 30-year amortization schedule has been determined by the governmental accounting
standards board to be necessary to maintain the actuarial soundness of the retirement system; and

WHEREAS, benefits promised to current members cannot be changed; and

WHEREAS, benefitchanges-forfuture-members-and increased contributions are required to return the

amortization schedule for the unfunded liabilities of the teachers' retirement system to 30 years or less.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
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Section 1. Section 19-20-501, MCA, is amended to read:

"19-20-501. Financial administration of money. The members of the retirement board are the trustees
of allmoney collected for the retirement system, and as trustees, they shall provide for the financial administration
of the money as provided in Article VI, section 15, of the Montana constitution in the following manner:

(1) The money must be invested and reinvested by the state board of investments.

(2) The retirement board shall annually establish the rate of regular interest. Therate-established-by-the
board-may-notbetess-than4%-

(3) The retirement board shall annually divide among the several reserves of the retirement system an
amount equal to the average balance of the reserves during the preceding fiscal year multiplied by the rate of
regular interest. In accordance with the provisions of 19-20-605(5), the amount to be credited to each reserve
must be allocated from the interest and other earnings on the money of the retirement system actually realized
during the preceding fiscal year, less the amount allocated to administrative expenses. The administrative
expenses of the retirement system, less amortization of intangible assets, may not exceed 1.5% of retirement
benefits paid.

(4) The state treasurer is the custodian of the collected retirement system money and of the securities
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in which the money is invested.
(5) For purposes of Article VIII, section 12, of the Montana constitution, all the reserves established by
part 6 of this chapter must be accounts in the pension trust fund type of the treasury fund structure of the state.
(6) Benefits and refunds to eligible recipients are payable pursuant to a contract as contained in statute.
Unless specifically provided for by statute, the contract does not contain revisions to statutes after the time of

retirement or termination."

Section 2. Section 19-20-605, MCA, is amended to read:

"19-20-605. Pension accumulation fund --employer's contribution. The pension accumulation fund
is the fund in which the reserves for payment of retirement allowances and benefits must be accumulated and
from which retirement allowances and benefits must be paid to retirees or their beneficiaries. Contributions to and
payments from the pension accumulation fund must be made as follows:

(1) (@) Each Except as provided in subsection (1)(b), each employer shall pay into the pension

accumulation fund an amount equal to 74+% a percentage of the earned compensation efeach-member for all

of the employer's employees who are members of the system that are employed during the whole or part of the
preceding payroll period as follows:

(i) 8.67% beginning July 1, 2005; and

(i) 9.87% beginning July 1, 2007; AND

(1) 10.62% BEGINNING JULY 1, 2009.

(b) (i) The employer contribution rate under subsection (1)(a) must be reduced to 7.47% on the date that

the board certifies to the governor that the percentage is sufficient to allow the amortization schedule for the

system's unfunded liabilities to be maintained at 25 years or less.

(ii) The board shall periodically review the employer contribution rate provided in this subsection (1)(b)

and recommend adjustments to the legislature as needed to maintain the amortization of unfunded liabilities in

an actuarially sound manner.

(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) Ifthe 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.

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

(5) Allinterest and other earnings realized on the money of the retirement system must be credited to
the pension accumulation fund, and the amount required to allow regular interest on the annuity savings fund
must be transferred to that fund from the pension accumulation fund.

(6) The retirement board may transfer from the pension accumulation fund to the expense fund an

amount necessary to cover expenses of administration."

Section 3. Section 19-20-621, MCA, is amended to read:

"19-20-621. Montana university system optional retirement program supplemental contributions.
(1) Each employer within the university system with employees participating in the optional retirement program
under Title 19, chapter 21, shall contribute to the teachers' retirement system a supplemental employer
contribution sufficient to amortize, by July 1, 2033, the past service liability of the teachers' retirement system for
the university system members.

(2) The optional retirement program supplemental employer contribution as a percentage of the total
compensation of all employees participating in the program mustincreaseto is:

(a) 281% 4.60% beginning July 1, 499% 2005; and

(b) 3-%2% 5.16% beginning July 1, 4998 2007+

(3) The board shall periodically review the supplemental employer contribution rate and recommend
adjustments to the legislature as needed to maintain the amortization of the university system's past service

liability by July 1, 2033."
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NEW SECTION. Section 4. Appropriation. The following money for the indicated fiscal years is

appropriated to the listed agencies to implement the adjustments provided for in [this act]:

Fiscal Year 2006

General Funds

Other Funds

Office of Public Instruction (School Base Aid)

$+,738;660
$1.,650,000

Other Executive Branch

$38,000

University System

$524,6660
$397,000
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$0

$26:600

$18,000

$691,006
$843,000
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Fiscal Year 2007

General Funds Other Funds
$1,714,000
$38,000 $26,600
$18,000
$522-666 $691660
$395,000 $903,000
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NEW SECTION. Section 5. Effective date. [This act] is effective July 1, 2005.

- END -
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