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ABill for an Act entitled: "An Act providing that a portion of

t he menber and enpl oyer contributions to the public enpl oyees
retirement system nmay be adjusted by the public enpl oyees
retirement board; revising the allocation of contributions in the
public enpl oyees' retirenment system defined contribution
retirement plan and the university systemretirenment program
anmendi ng sections 19-3-315, 19-3-316, 19-3-2117, 19-3-2121, and
19-21-214, MCA, providing effective dates; and providing a

retroactive applicability date.”

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

NEW SECTI ON.  Section 1. Adjustable nenber contribution

rate. (1) One percent of the nenber contribution under 19-3-315
is an adjustable nmenber contribution rate.

(2) After the contributions in 19-3-316(3) term nate
pursuant to 19-3-316(4)(b), the board may decrease the adjustable
menber contribution rate in subsection (1) if:

(a) the average funded ratio of the defined benefit plan
based on the last three annual actuarial valuations is equal to
or greater than 90% and

(b) the period necessary to anortize all liabilities of the
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defi ned benefit plan based on the nbst recent annual actuari al
valuation is |l ess than 15 years.

(3) After the adjustable contribution rate is decreased
pursuant to subsection (2), the board may increase the adjustable
menber contribution rate to a rate not exceeding 1%if:

(a) the average funded ratio of the defined benefit plan
based on the last three annual actuarial valuations is equal to
or less than 80% and

(b) the period necessary to anortize all liabilities of the
defi ned benefit plan based on the nbst recent annual actuari al
val uation is greater than 20 years.

(4) After the board has actuarially determ ned the need to
i npose, increase, or decrease an adjustable contribution rate

under this section, the increase or decrease is effective July 1

in the cal endar year follow ng the board' s determ nation

NEW SECTI ON. Section 2. Adjustable enployer contribution

rate. (1) One percent of the enployer contribution rate under 19-
3-316(1) is an adjustable enployer contribution rate.

(2) After the additional enployer contribution under 19-3-
316(3) term nates pursuant to 19-3-316(4)(b), the board may
decrease the adjustable enployer contribution rate in subsection
(1) if:

(a) the average funded ratio of the defined benefit plan
based on the last three annual actuarial valuations is equal to
or greater than 90%

(b) the period necessary to anortize all liabilities of the

2 LC 144



Unofficial Draft Copy
As of: July 25, 2014 (12:39pm
LC0144
defi ned benefit plan based on the nost recent actuarial valuation
is less than 15 years; and

(c) the guaranteed annual benefit adjustnment has been
i ncreased to the maxi mum al | owed under 19- 3-1605.

(3) After the adjustable contribution rate is decreased
pursuant to subsection (2), the board may increase the adjustable
enpl oyer contribution rate to a rate not exceeding 1%if:

(1) the average funded ratio of the defined benefit plan
based on the last three annual actuarial valuations is equal to
or less than 80% and

(1i) the period necessary to anortize all liabilities of the
defined benefit plan based on the nost recent annual actuari al
val uation is greater than 20 years.

(4) After the board has actuarially determ ned the need to
i npose, increase, or decrease an adjustabl e enployer contribution
rate under this section, the increase or decrease is effective

July 1 in the cal endar year followi ng the board's determ nation

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

Execept—as—provided—+n—subsect+on—(2) Subject to [section 1], each

menber's contribution is 7.9% of the nenber's conpensation

(b) The board shall annually review the required

contributions under this section and recomrend future adjustnents

to the legislature as needed to naintain the anorti zation
schedul e set by the board for the paynent of the systenis

unfunded liability.
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—3) Paynent 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.

t4)(3) 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 subsection (1) er—2) for service rendered after June 30,
1985.

t5)3(4) (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
syst em

(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 nust 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
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19- 3-2117.

6)(5) 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 nenber's conpensation an amount equal to
t he amount 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:

x19-2- 1004 al9- 3- 316 x19-3-511 x19-3-1113
x19- 3- 2117 x19-21-214 }

Section 4. 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) and subject to [section 2], the enployer shall pay as

enpl oyer contributions 6-9% 7. 9% of the conpensation paid to all
of the enployer's enpl oyees plus any additional contribution
under subsection (3), except for those enpl oyees properly
excl uded from nenbership. O enployer contributions nmade under
this subsection for both defined benefit plan and defined
contribution plan nenbers, a portion nust be allocated for
educati onal prograns as provided in 19-3-112. Enpl oyer
contributions for nmenbers under the defined contribution plan
must 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
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under 19-3-319.

(3) (a) Subject to subsection (4)(b), each enployer shal
contribute to the system an additional enployer contribution
equal to the percentage specified in subsection (3)(b) of the
conpensation paid to all of the enployer's enpl oyees, except for
t hose enpl oyees properly excluded from nenbershi p.

(b) The percentage of conpensation to be contributed under
subsection (3)(a) is 2% .27%for fiscal year 2014 and
i ncreases by 0.1% each fiscal year through fiscal year 2024. For
fiscal years beginning after June 30, 2024, the percentage of
conpensation to be contributed under subsection (3)(a) is 22%
1.27%

(4) (a) The board shall annually review the additional
enpl oyer contribution provided for under subsection (3) and
recomend adjustnents to the legislature as needed to nmaintain
the anortization schedule set by the board for paynent of the
system's unfunded liabilities.

(b) The enpl oyer contribution required under subsection (3)
term nates on January 1 follow ng the board' s receipt of the
systeml s actuarial valuation if the actuarial valuation
determ nes that term nating the additional enployer contribution
pursuant to this subsection (4)(b) and—reductngthe—enptoyee
contr+but+on—purstant—to—19-3-315(2) woul d not cause the

anortization period to exceed 25 years."

{Internal References to 19-3-316:

x19- 3- 108 x19- 3- 112 x19- 3- 315 x19- 3- 319
x19- 3-511 x19- 3-1113 x19- 3-1113 x19- 3- 2117
x19- 3- 2117 x19- 3- 2117 x19- 21- 214 x19- 21- 214
x20-9-501 }
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Section 5. Section 19-3-2117, MCA, is anended to read:

"19-3-2117. Allocation of contributions and forfeitures.

(1) The nmenber contributions nmade under 19-3-315 and additi onal
contributions paid by the nenber for the purchase of service nust
be allocated to the plan nenber's retirenent account.

(2) Subject to subsection (3) and adjustnent by the board
as provided in 19-3-2121, of the enployer contributions under
19- 3- 316 received:

(a) an anmount equal to:

(1) 4.19% of conpensation nust be allocated to the nenber's
retirenment account;

(11) 2.37% of conpensation nust be allocated to the defined
benefit plan as the plan choice rate;

(ti1) 0.04% of conpensation nust be allocated to the
education fund as provided in 19-3-112(1)(b); and

(iv) 0.3% of conpensation nust be allocated to the | ong-term
disability plan trust fund established pursuant to 19-3-2141;

(b) on July 1, 2009, continuing until the additional
enpl oyer contributions term nate pursuant to 19-3-316(4)(b), the
percent age of conpensation specified in subsection (3) of this

secti on ef—eonpensation nust be all ocated rna—the+foHHowngorder
—f+) to the defined benefit plan to elimnate the plan

choi ce rate unfunded actuarial liability; and

e he | b e abiti : i g

el I T it I ; I
(c) on July 1, 2013, continuing until the—addi-tional
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30, 2015, 1% of conpensation nust be allocated to the defined
benefit plan unfunded liabilities; and

(d) on July 1, 2015, continuing until the plan choice rate

unfunded liability in the defined benefit plan is fully paid, 1%

of conpensation, or, if the 1% rate is adjusted pursuant to

[ section 2], the adjusted rate, nust be allocated to the defined

benefit plan to pay the plan choice rate unfunded actuari al

liability. Effective the first full pay period of the nonth

following the board's verification that the plan choice rate

unfunded actuarial liability is fully paid, the 1% of

conpensation, or the adjusted contribution rate if the 1%rate is

adj usted, nust be allocated to the nenber's account.

(3) The percentage of conpensation to be contributed under
subsection (2)(b) is 0.27% for fiscal year 2014 and increases by
0.1% each fiscal year through fiscal year 2024. For fiscal years
begi nning after June 30, 2024, the percentage of conpensation to

be contributed under subsection (2)(b) is 1.27% |If the plan

choice rate liability is paid off prior to the term nati on of the

addi ti onal contributions pursuant to 19-3-316(4)(b), effective

the first full pay period of the nonth followi ng the board's

verification that the plan choice rate liability is fully paid,

t he percentage of conpensation allocated to the plan choice rate

liability under this subsection nust be allocated to the nenber's

account until the additional contributions term nate pursuant to

19- 3-316(4) (b).

(4) Forfeitures of enployer contributions and invest nment

8 LC 144



Unofficial Draft Copy
As of: July 25, 2014 (12:39pm
LC0144
i ncome on the enpl oyer contributions may not be used to increase
a nmenber's retirenment account. The board shall allocate the
forfeitures under 19-3-2116 to neet the plan's adm nistrative
expenses, including startup expenses."”

{Internal References to 19-3-2117: x to all

19- 2- 303 19- 2- 405 19-2-715 19- 3-315

19- 3- 316 19-3-2114 19- 3- 2114 19-3-2114
19- 3-2116 19-3-2121 19-3-2121 19-3-2121
19-3-2121 19-3-2121 19-3-2121 19-3-2121
19-3-2121 19-3-2121 19-3-2121 19-3-2121
19- 3-2126 19-3-2126 }

Section 6. Section 19-3-2121, MCA is anended to read:

"19-3-2121. Determ nation and adjustnment of plan choice
rate and contribution allocations. (1) The board shal
periodically review the sufficiency of the plan choice rate and
shal | adjust the allocation of contributions under 19-3-2117 as
specified in this section. The board shall collect and maintain
the data necessary to conply with this section.

(2) The plan choice rate set in 19-3-2117(2)(a)(ii) must be
adj usted as provided in this section, taking into account:

(a) as determ ned under subsection (3), the change in the
normal cost contribution rate in the defined benefit plan that is
the result of menber selection of the defined contribution plan;
and

(b) as determ ned under subsection (4), the sufficiency of
the plan choice rate to actuarially fund the defined contribution
pl an nmenber's appropriate share of the defined benefit plan's
unfunded liabilities.

(3) The change in the normal cost contribution rate nust be
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an anount equal to the difference between the nornal cost
contribution rate in the defined benefit plan that would have
resulted if all system nenbers remained in the defined benefit
pl an and the normal cost contribution rate in the defined benefit
plan for the actual nenbers of the defined benefit plan,
mul tiplied by the conpensation paid to all of the nenbers in the
defined benefit plan, divided by the conpensation paid to all of
the menbers in the defined contribution plan. The neasurenents
under this subsection nust be based on the defined benefit plan
in effect on the effective date of the defined contribution plan
until the board determ nes that the defined benefit plan has been
anended in a manner that significantly affects plan choices
avail able to system nenbers. After a board determ nation that the
defined benefit plan has been significantly changed, the
measurenents in this subsection with respect to nenbers entering
the system after the significant change nust be made on the basis
of the defined benefit plan, as anended.

(4) The sufficiency of the plan choice rate to actuarially
fund the appropriate share of the defined benefit plan's unfunded
[iabilities nmust be determ ned as foll ows:

(a) The board shall determ ne the nunber of years required
to actuarially fund the defined benefit plan's unfunded
l[iabilities as of the June 30, 1998, actuarial valuation, which
must be the initial schedule for the defined contribution plan to
actuarially fund the plan's share of the unfunded liabilities.
The board shall reduce the schedule by 1 year each bi enni um

(b) During each subsequent actuarial valuation of the
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defined benefit plan conducted pursuant to 19-2-405, the board
shal | determ ne whether the plan choice rate m nus the anount
provided in subsection (2)(a) of this section is sufficient to
pay the unfunded liability obligations wthin the schedul e
det erm ned under subsection (4)(a) of this section. If the anmount
is insufficient to fund the liability over a period of 10 years
| onger than the scheduled period or is nore than sufficient to
fund the liability over a period of 10 years earlier than the
schedul ed period, the board shall determne to the nearest 0.1%
t he anobunt of the increase or decrease in the plan choice rate
that is required to actuarially fund the liabilities according to
t he established schedul e.

(5 If the board determ nes that the plan choice rate
shoul d be increased or decreased, the plan choice rate under
19-3-2117(2)(a)(ii) must be increased or decreased accordingly.

If the plan choice rate is increased, the allocation of enpl oyer
contributions to nenber accounts under 19-3-2117(2)(a)(i) nust be
decreased by that anmount. |If the plan choice rate is decreased,
the allocation of enployer contributions to nmenber accounts under
19-3-2117(2)(a) (i) nust be increased by that anount.

(6) If the board determ nes that the contribution rate to
the disability plan under 19-3-2117(2)(a)(iv) should be
i ncreased, the enployer contribution to each nenber's account
under 19-3-2117(2)(a)(i) nust be decreased by that anount. |If the
board determ nes that the contribution rate to the disability
pl an under 19-3-2117(2)(a)(iv) should be decreased, the enployer

contribution to each nenber's account under 19-3-2117(2)(a) (i)
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must be increased by that anount.

(7) By Novenber 1 of the year of a determ nation pursuant
to this section that the allocation of enployer contributions
under 19-3-2117(2) nust be changed, the board shall notify system
menbers, participating enployers, enployee and enpl oyer
organi zations, the governor, and the legislature of its

determ nation and of the changes required.

(8) EHeet+ve A change in the allocation of contributions

pursuant to this section is effective January 1 ef—the—year—after
I I | eaishati . I . ’ ot ol
I . . I " on—t] I hoi ey
" . : bt I o I r I
accordtng—to followi ng the board' s determ nation."”

{Internal References to 19-3-2121:
x19- 2- 303 x19- 2- 407 x19- 3- 2117 x19-21-214 }

Section 7. Section 19-21-214, MCA, is anended to read:

"19-21-214. Contributions and allocations for enployees in
positions covered under the public enployees' retirenent system
(1) The contribution rates for enployees in positions covered
under the public enployees' retirenment system who el ect to becone
program nmenbers pursuant to 19-3-2112 are as foll ows:

(a) the nmenber's contribution rate nust be the rate
provided in 19-3-315; and

(b) the enployer's contribution rate nmust be the rate
provided in 19-3-316.

(2) Subject to subsection (3), of the enployer's
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contri bution:

(a) an anmpunt equal to:

(1) 4.49% of conpensation nust be allocated to the
participant's program account;

(1i1) 2.37% of conpensation nust be allocated to the defined
benefit plan under the public enployees' retirement systemas the
pl an choice rate; and

(ti1) 0.04% of conpensation nust be allocated to the
education fund pursuant to 19-3-112(1)(b); and

(b) (i) on July 1, 2009, continuing until the additional
enpl oyer contributions term nate pursuant to 19-3-316(4)(b)
0.27% of conpensation nmust be allocated to the defined benefit
plan to elimnate the plan choice rate unfunded actuari al
liability.

(ii) on July 1, 2013, continuing until the additional

enpl oyer contributions term nate pursuant to 19-3-316(4)(b), the

0.27% contri buti on rate under subsection (2)(b)(ii) nust be

i ncreased by 0. 1% each fiscal year through fiscal year 2024. For

fiscal years beqgi nning after June 30, 2024, the percentage of

conpensation all ocated under this subsection (2) must be 1.27%

If the plan choice rate liability is paid off before the

addi ti onal enpl oyer contributions terni nate pursuant to 19-3-

316(4)(b), effective the first full pay period of the npnth

following the board's verification that the plan choice rate is

fully paid, the percentage of conpensation allocated to the plan

choice rate under this subsection nust be allocated to the

program participant's account until the additional contributions
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ternm nate pursuant to 19-3-316(4)(b).

(c) on July 1, 2013, continuing until June 30, 2015, 1% of

conpensation must be allocated to the defined benefit pl an

unfunded liabilities.

(d) on July 1, 2015, 1% of conpensation, or if the 1%

enpl oyer contribution rate is adjusted pursuant to [section 2],

the adjusted contribution, nmust be allocated to the defi ned

benefit plan to pay the plan choice rate unfunded actuari al

liability. Effective the first full pay period of the nonth

following verification by the public enpl oyees' retirenent board

that the plan choice rate unfunded actuarial liability is fully

paid, the 1% of conmpensation, or the adjusted contribution, if

applicable, nmust be allocated to the program partici pant's

account .

(3) The allocations under subsection (2)(a) are subject to
adj ustnmrent by the public enployees' retirenent board, but only as
described in and in a manner consistent with the express
provi sions of 19-3-2121."

{Internal References to 19-21-214:
x19-21-203 }

NEW SECTI ON. Section 8. {standard} Codification

instruction. [Sections 1 and 2] are 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 [sections 1 and 2].

NEW SECTI ON. Section 9. {standard} Effective dates. (1)
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Except as provided in subsection (2), [this act] is effective
July 1, 2015.
(2) [Sections 5, 6 and 7] are effective on passage and

approval .

NEW SECTI ON. Section 10. {standard} Retroactive

applicability. [Section 7(2)(b) and (c)] applies retroactively,
wi thin the neaning of 1-2-109, to contributions under 19-21-

214(2)(b) on and after July 1, 2013.

- END -
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