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House Bill 34 addresses unfunded liabilities by impacting three different issues
relating to retirees, and as such will help shore up the funding of the Teachers'
Retirement System. These amendments wili help reduce future liabilities,
provide some much needed additiona! funding, and stop a seldom used practice
that, if it were to become common place, could increase unfunded liabilities.

These amendments are found in the sections 1, 3 and 4 of the bill.

Section 1 of the bill will help reduce future unfunded liabilities created when a
retiree’s benefits are terminated and then recalculated based on the higher

salary and service earned following a period of reemployment as an active
member of the TRS.

e Current law allows a retired member to return to full-time service, stop
benefits, and have the total benefit recalculated when they subsequently
retire without any adjustment to account for benefits previously received.

A study of 104 retirees who returned to work in TRS covered positions
and retired a second time found the average retiree returned to work for
2.98 years, and that the average benefit increase was $494 per month.
The present value of the benefit increases this group received was over
$7.3 million. However, during the time they were working, the TRS
collected only around $2.1 million, leaving over $5 million in benefit
increases under funded. Current practice results in an unplanned and
under funded benefit enhancement for retirees returning to full-time
covered employment. This amendment will help avoid further increases
in the TRS unfunded liabilities.




¢ Under this proposal, the benefit the retiree is receiving when they return
to work will be suspended, and when the member retires again, if they
had returned to work for at least 3 years, a second benefit will be
ceiculated based on the new service and salery. The first and second
benefits would be added together to arrive at the full benefit. If they do
not return to work for 3 years, the retiree will receive a refund of their
contributions pius interest for the reemployment period, and the benefit
they were receiving at the time they returned to work will be reinstated.

e This amendment will not impact any formerly retired member currently
reemployed in a position reported to TRS as an active member. Today,
there are approximately 64 former retired members in these positions.

Section 3 of the bill will provide additiona!l funding for the TRS starting July 1,
2013, to help offset the adverse affect of retirees returning to work in part-time
non-contributing positions in place of active contributing members. Unlike
Section 1 of HB 34, this amendment deals will retired members who are hired
into part-time TRS covered positions and continue to received TRS retirement
benefits, as allowed by §19-20-731, MCA.

o Effective July 1, 2013, employers will contribute to the TRS 9.85% of all
wages paid to retired TRS members working part time in a position that
would be eligible to participate in TRS if not for the fact that a retired
member had been hired to fill the position.

e The total cost will depend upon the number of retirees hired to fill part
time positions and the wages paid. However, if an employer chose to
hire a non-retired person to fill the position, the employer would be
required to contribute to the TRS anyway; therefore, this proposal may
result in little or no additional cost to school districts.

Section 4 of the bill will stop a recent practice of retiring a few days early just
to gain one additional monthly benefit. Retirement benefits are always
effective the first of the month following termination. Therefore, if the last day
of school falls at the beginning of June, benefits would be effective the first of
July. However, in at least one case a TRS member terminated his position on
the last day of May, and qualify to receive a June benefit.

Under this proposal, if a member terminates employment within 30 days of
the last day of school, retirement benefits will be effective on the first of the
month following the last Pupil-Instruction (Pl) or Pupil-Instruction-Related
(PIR) day in the schoo! year.




