
(continued on back)

AUDITOR’S OPINION (page A-1): UNMODIFIED
We found the board’s financial statements and note disclosures presented 
fairly the activity of the systems in all material respects and we issued an 
unmodified opinion. This means a reader can rely on the information 
presented and the underlying financial records.

For the full context of the board’s financial activity, see the financial 
schedules and notes beginning on page A-5.

RECOMMENDATIONS:
In this report, we issued the following recommendation:
To the legislature and the board: 1

The prior audit report contained no recommendations.

Recommendation #1 (page 5):
Noncompliance with state law
The Game Wardens’ and Peace Officers’ Retirement System, the Highway 
Patrol Officers’ Retirement System, and the Public Employees’ Defined 
Benefit Retirement Plan are actuarially unsound based on the June 30, 
2020, actuarial valuations. The board has proposed employer rate increases 
and additional statutory appropriations from the General Fund to address 
the funding for these systems. 

We recommend the legislature work with the board to restore the actuarial 
soundness of these three systems as required by the Montana Constitution 
and state law.

Board response:  Concur

The defined benefit pension plans received approximately 
$359 million in contributions and paid approximately 
$554 million in benefits during fiscal year 2020. The 
Game Wardens’ and Peace Officers’ Retirement System, 
the Highway Patrol Officers’ Retirement System, and 
the Public Employees’ Defined Benefit Retirement Plan 
remain actuarially unsound as of June 30, 2020. This 
report contains a recommendation to the legislature and 
the board to address these unsound systems.
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The Public Employees’ 
Retirement Board (board) 
administers eight defined 
benefit pension plans, two 
defined contribution pension 
plans, and one other post 
employment benefits plan. 
The board is a fiduciary 
component unit of the State 
of Montana.

The Montana Constitution 
requires the defined benefit 
pension plans to be funded 
on an actuarially sound basis. 
According to state law, a 
defined benefit retirement 
plan is considered actuarially 
sound when contributions 
are sufficient to pay benefit 
obligations as they come 
due in the future and 
the unfunded liabilities 
can be amortized over a 
time period that does not 
exceed 30 years. The most 
recent actuarial valuations, 
performed as of June 30, 
2020, found the unfunded 
liability of five of the systems 
amortizes within 30 years, 
while the remaining three do 
not.
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For the full report or more 
information, contact the 
Legislative Audit Division. 

leg.mt.gov/lad

Room 160, State Capitol
PO Box 201705
Helena, Montana 59620
(406) 444-3122

The mission of the 
Legislative Audit Division 
is to increase public trust 
in state government by 
reporting timely and accurate 
information about agency 
operations, technology, and 
finances to the Legislature 
and the citizens of Montana.

To report fraud, waste, or 
abuse:

Online
www.Montanafraud.gov

Email
LADHotline@mt.gov

Call 
(Statewide)
(800) 222-4446 or
(Helena)
(406) 444-4446

Text 
(704) 430-3930

disclosuRe issue #1 (page 9):
Because the State of Montana is the largest or only employer in the 
three actuarially unsound systems and any changes in the funding for 
them would primarily come from state resources, we considered if there 
were cost neutral options available to address the issue. Based on the 
analyses, it is clear there are options to address the funding of the three 
unsound retirement systems besides contribution rate increases that 
warrant further consideration by the board and the legislature. These 
options include reallocating existing resources in a more cost-effective 
manner, and thus potentially eliminating the need to use new resources 
to address the funding requirements for the unsound systems. We 
disclose this consideration for informational purposes.

disclosuRe issue #2 (page 13):
The board’s actuary used different assumptions between the funding 
valuation and financial reporting calculations. If the same assumptions 
were used for the funding valuation as were used for the financial 
reporting calculation, the amortization period for each system would be 
higher. Because nothing precludes using different assumptions for these 
two separate calculations, we make no recommendation, but disclose 
this for informational purposes.

RePoRt on inteRnal contRol and comPliance 
(page B-1):
In this report, we identified the following:
Material Weaknesses in Internal Control: 0
Significant Deficiencies in Internal Control: 0
Material Non-Compliance: 1
Other Matters: 0

For the full context of this information, including the distinction 
between the types of items reported, see the report beginning on  
page B-1.


