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By Request of the **x**xxxx

A Bill for an Act entitled: "An Act revising the funding of the
public enpl oyees' retirement system providing that the
unal | ocated portion of coal severance tax collections be
statutorily appropriated to the public enpl oyees' defined benefit
retirement plan; revising enployee and enpl oyer contributions to
the system s defined benefit and defined contribution plans;
providing for an additional actuarially determ ned contribution
fromlocal governnent and school district enployers with

enpl oyees covered under the system s defined benefit plan;
anendi ng sections 15-35-108, 19-3-315, and 19-3-316, MCA; and

providing an effective date."

Be it enacted by the Legislature of the State of Mntana:

Section 1. Section 15-35-108, MCA, is anended to read:
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15-35-108. (EHeett+veJuly—3+—2643 Tenporary) D sposal of

severance taxes. Severance taxes collected under this chapter
must, in accordance with the provisions of 17-2-124, be allocated
as follows:

(1) Fifty percent of total coal severance tax collections
is allocated to the trust fund created by Article I X, section 5,
of the Montana constitution. The trust fund noney nust be
deposited in the fund established under 17-6-203(6) and invested
by the board of investnents as provided by |aw.

(2) The amount of 12% of coal severance tax collections is
allocated to the |ong-range buil ding program account established
in 17-7-205.

(3) The anobunt of 5.46% nust be credited to an account in
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the state special revenue fund to be allocated by the |egislature
for provision of basic library services for the residents of al
counties through library federations and for paynent of the costs
of participating in regional and national networking,
conservation districts, and the Montana G owth Through
Agriculture Act. Expenditures of the allocation nmay be nade only
fromthis account. Money may not be transferred fromthis account
to anot her account other than the general fund. Begrantng3uty—31-
20+2—any Any unreserved fund bal ance at the end of each fiscal
year must be deposited in the general fund.

(4) The anount of 1.27% nust be allocated to a pernmanent
fund account for the purpose of parks acquisition or nanagenent.
| ncome fromthis permanent fund account, excluding unrealized
gains and | osses, nust be appropriated for the acquisition,
devel opnent, operation, and nai ntenance of any sites and areas
described in 23-1-102.

(5) The anobunt of 0.95% nust be allocated to the debt
service fund type to the credit of the renewabl e resource | oan
debt service fund.

(6) The anobunt of 0.63% nust be allocated to a trust fund
for the purpose of protection of works of art in the capitol and
for other cultural and aesthetic projects. Inconme fromthis trust
fund account, excluding unrealized gains and | osses, nust be
appropriated for protection of works of art in the state capitol
and for other cultural and aesthetic projects.

(7) The amount of 5.8%through Septenber 30, 2013, and

begi nning Cctober 1, 2013, the anmount of 2.9% nust be credited to
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t he coal natural resource account established in 90-6-1001(2).

(8) After the allocations are nmade under subsections (2)
t hrough (7), $250,000 for the fiscal year nmust be credited to the
coal and uranium mne permtting and reclamati on program account
est abl i shed in 82-4-244.

(9) (a) Subject to subsection (9)(b), all other revenue
from severance taxes coll ected under the provisions of this
chapt er must—be—creditedtothegeneral—fund—of—thestate is

statutorily appropriated to the trust fund for the public

enpl oyees' retirenent system defined benefit plan established

pursuant to 19-3-103.

(b) The interest incone from$140 mllion of the coal
severance tax permanent fund that is deposited in the general
fund is statutorily appropriated, as provided in 17-7-502, on an
annual basis as follows:

(i) $65,000 to the cooperative devel opnent center;

(1) $E25mt+Hon $625,000 for the grow h through
agriculture programprovided for in Title 90, chapter 9;

(ii1) $3-65 $1.275 nmillion to the research and
comercialization state special revenue account created in
90- 3-1002;

(iv) to the departnent of commerce:

(A) $125,000 for a small business devel opnent center;

(B) $50,000 for a small business innovative research
progr am

(C $425,000 for certified regional devel opnent

cor porations;
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(D) $200,000 for the Montana manufacturing extension center
at Montana state university-Bozeman; and

(E) $300,000 for export trade enhancenent. (Term nates June
30, 2019--secs. 2, 3, Ch. 459, L. 2009.)

15-35-108. (Effective July 1, 2019) Disposal of severance
t axes. Severance taxes collected under this chapter nust, in
accordance with the provisions of 17-2-124, be allocated as
fol |l ows:

(1) Fifty percent of total coal severance tax collections
is allocated to the trust fund created by Article I X, section 5,
of the Montana constitution. The trust fund noney nust be
deposited in the fund established under 17-6-203(6) and invested
by the board of investnents as provided by |aw.

(2) The amount of 12% of coal severance tax collections is
allocated to the | ong-range buil ding program account established
in 17-7-205.

(3) The anobunt of 5.46% nust be credited to an account in
the state special revenue fund to be allocated by the |egislature
for provision of basic library services for the residents of al
counties through library federations and for paynent of the costs
of participating in regional and national networking,
conservation districts, and the Montana G owth Through
Agriculture Act. Expenditures of the allocation may be made only
fromthis account. Money may not be transferred fromthis account
to anot her account other than the general fund. Begrantng—3Juty—31-
201+2—any Any unreserved fund bal ance at the end of each fiscal

year must be deposited in the general fund.
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(4) The anount of 1.27% nust be allocated to a pernmanent
fund account for the purpose of parks acquisition or nanagenent.
| ncome fromthis permanent fund account, excluding unrealized
gains and | osses, nust be appropriated for the acquisition,
devel opnment, operation, and mai ntenance of any sites and areas
described in 23-1-102.

(5) The anobunt of 0.95% nust be allocated to the debt
service fund type to the credit of the renewabl e resource | oan
debt service fund.

(6) The anobunt of 0.63% nust be allocated to a trust fund
for the purpose of protection of works of art in the capitol and
for other cultural and aesthetic projects. Inconme fromthis trust
fund account, excluding unrealized gains and | osses, nust be
appropriated for protection of works of art in the state capitol
and for other cultural and aesthetic projects.

(7) The amount of 2.9% nust be credited to the coal natural
resource account established in 90-6-1001(2).

(8) After the allocations are nade under subsections (2)

t hrough (7), $250,000 for the fiscal year nmust be credited to the
coal and uranium mne permtting and reclamati on program account
established in 82-4-244.

(9) Al other revenue from severance taxes collected under

t he provisions of this chapter must—be—credirtedtothegeneral
fund—of—t+hestate is statutorily appropriated to the trust fund

for the public enpl oyees' retirenent system defi ned benefit plan

est abl i shed pursuant to 19-3-103."

{Internal References to 15-35-108:
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2-17-805 17-7- 205 17-7-502 17-7-502
22-2-301 22-2- 304 22-2-321 23-1-108
76-15-530  82-4-244 90- 6- 1001 }

Section 2. Section 19-3-315, MCA, is anended to read:
"19-3-315. Menber's contribution to be deducted. (1) (a)

Eaeh Except as provided in subsection (2), each nenber's

contribution is+

TR I " I . I | & .y

ber s conpensaton—and

—(++)—foer—arenber—htred—ron—-or—atter Juty—1—263- 7. 9% of
the nmenber's conpensati on

(b) Fer—renrbers—htred—onrnor—after—Juty—1—2611—the The
board shal | pert+odteatty annually review the required
contributions and recommend future adjustnents to the legislature
as needed to maintain the anortization schedul e set by the board
for the paynent of the systemlis unfunded liability.

(2) Each nenber's contribution is 6.9%on July 1 follow ng

the systeml s annual actuarial valuation if:

(i) the valuation determnes that the period required to

anortize the systenis liabilities is |ess than 25 years; and

(ii) reducing the enpl oyee contri buti on woul d not cause the

anorti zation period to exceed 25 years.

(3) Paynment of salaries or wages less the contribution is
full and conpl ete discharge and acquittance of all clains and
demands for the service rendered by nenbers during the period
covered by the paynent, except their clains to the benefits to

whi ch they may be entitled under the provisions of this chapter.
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3)(4) Each enployer, pursuant to section 414(h)(2) of the

federal Internal Revenue Code, 26 U S.C 414(h)(2), shall pick up
and pay the contributions that woul d be payabl e by the nenber

under stbseet+onr—(1) subsections (1) and (2) for service rendered

after June 30, 1985.

t4)r(5) (a) The nenber's contributions picked up by the
enpl oyer nust be designated for all purposes of the retirenent
system as the nenber's contributions, except for the
determ nation of a tax upon a distribution fromthe retirenent
system

(b) In the case of a nenber of the defined benefit plan,

t hese contri butions nust becone part of the nenber's accunul at ed
contributions but nmust be accounted for separately fromthose
previ ously accumul at ed.

(c) In the case of a nenber of the defined contribution
pl an, these contributions nust be allocated as provided in
19- 3-2117.

5)3(6) The nmenber's contributions picked up by the enpl oyer
must be payable fromthe sane source as is used to pay
conpensation to the nenber and nust be included in the nenber's
wages, as defined in 19-1-102, and conpensati on. The enpl oyer
shal | deduct fromthe nmenber's conpensation an amount equal to
t he anobunt of the nmenber's contributions picked up by the
enpl oyer and remt the total of the contributions to the board."

{Internal References to 19-3-315:
19- 2-1004 19- 3-511 19- 3-2117 19-21-214 }
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Section 3. Section 19-3-316, MCA, is anended to read:

"19-3-316. Enployer contribution rates. (1) Each enpl oyer
shall contribute to the system Except as provided in subsection
(2), the enployer shall pay as enployer contributions 6-9% 7. 9%
of the conpensation paid to all of the enpl oyer's enpl oyees plus
any additional contribution under subsection (3), except for
t hose enpl oyees properly excluded from nmenbershi p. O enployer
contributions made under this subsection for both defined benefit
pl an and defined contribution plan nmenbers, a portion nmust be
al l ocated for educational prograns as provided in 19-3-112.

Enpl oyer contributions for nenbers under the defined contribution
pl an nust be allocated as provided in 19-3-2117.

(2) Local governnment and school district enployer
contributions nust be the total enployer contribution rate
provi ded in subsection (1) mnus the state contribution rates
under 19-3-319.

(3) Subject to subsection (4), each enpl oyer shal
contribute to the system an additional enployer contribution
equal to 0.27% of the conpensation paid to all of the enployer's
enpl oyees, except for those enpl oyees properly excluded from
menber shi p.

(4) (a) The board shall pert+oedteatty annually review the
addi tional enployer contribution provided for under subsection

(3) and [section 4] and reconmend adjustnents to the |egislature

as needed to maintain the anortization schedul e set by the board
for paynent of the systemis unfunded liabilities.

(b) The enpl oyer contribution required under subsection (3)
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termnates on July 1 followi ng the board's receipt of the
system s actuarial valuation if:

(i) the actuarial valuation determ nes that the period
required to anortize the systems unfunded liabilities, including
adj ustnrents nmade for any benefit enhancenents enacted by the
| egi sl ature after the valuation, is |less than 25 years; and

(1i) termnating the additional enployer contribution would
not cause the anortization period as of the nost recent actuari al
val uation to exceed 25 years."

{Internal References to 19-3-316:

19- 3- 108 19-3-112 19- 3-319 19- 3-511
19-3-2117  19-3-2117 19-21-214  19-21-214
20-9-501 }

NEW SECTI ON. Section 4. Local enployer actuari al

contributions. (1) On July 1 of each year, in addition to the
enpl oyer contribution required under 19-3-316, each | ocal
governmental entity and school district enployer shall contribute
to the defined benefit plan an anount certified by the board to
be that enployer's share of the actuarially determ ned
contribution as of the systems | atest annual actuari al
val uation

(2) For purposes of subsection (1), "actuarially determ ned
contribution” neans the contribution anbunt determ ned by the
board's actuary to be required, in addition to all other
statutory contributions, to anortize the defined benefit plan's

unfunded liabilities in 30 years.

12 LC pers



© 00 N o o b~ w N P

e e e
A W N - O

Unofficial Draft Copy
As of: Septenmber 10, 2012 (10: 50pm

LCpers
NEW SECTI ON.  Section 5. {standard} Codification

instruction. [Section 4] is intended to be codified as an
integral part of Title 19, chapter 3, part 3, and the provisions

of Title 19, chapter 3, part 3, apply to [section 4].

NEW SECTI ON. Section 6. {standard} Severability. If a part

of [this act] is invalid, all valid parts that are severable from
the invalid part remain in effect. If a part of [this act] is
invalid in one or nore of its applications, the part remains in
effect in all valid applications that are severable fromthe

invalid applications.

NEW SECTI ON. Section 7. {standard} Effective date. [This

act] is effective July 1, 2013.

- END -
{ Nane : Sheri S. Scurr
Title : Resear ch Anal yst
Agency : Legi sl ative Services D vision
Phone : (406) 444-3596
E- Mai | : sscurr @t . gov}
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