
MINUTES OF THE MEETING 
SENATE STATE ADMINISTRATION COMMITTEE 

MaKCH 19 ,  1977 

rlllle meeting was c a l l e d  t o  o r d e r  by S e n a t o r  Towe, Chairman, a t  11:00 a . m .  
i n  Room 410 of  t h e  C a p i t o l  B u i l d i n g .  Committee members p r e s e n t  w e r e  
Sena to r s  Towe, Brown, Hasmussen, S t o r y ,  B l a y l o c k ,  and Devine. S e n a t o r  

Jewgeson a r r i v e d  l a t e .  
sl'lie f o l l o w i n g  b i l l s  were d i s c u s s e d :  HB 512 

HB 565 
HB 263  
HI3 6 3  

HOUSE BILL 512 

R e p r e s e n t a t i v e  M e t c a l f ,  D is t r i c t  31 ,  s p o n s o r  o f  t h e  b i l l ,  s t a t e d  t h e  
purpose  of t h e  b i l l  i s  t o  e s t a b l i s h  a  r e c o r d  r e t e n t i o n  program fo r  
t h e  e x e c u t i v e  d e p a r t m e n t  r e c o r d s  i n  t h e  Montana H i s t o r i c a l  S o c i e t y .  

B r i a n  C o c k h i l l ,  A r c h i v i s t ,  Montana H i s t o r i c a l  S o c i e t y ,  p r e s e n t e d  h i s  
t e s t i m o n y  t o  t h e  committee i n  f a v o r  o f  t h e  b i l l .  ( a t t a c h e d  #1) 

R e p r e s e n t a t i v e  Metca l f  p r e s e n t e d  s u g g e s t e d  amendments t o  t h e  commit tee  
1 ( a t t a c h e d  # 2 ) .  

There  b e i n g  no  f u r t h e r  p r o p o n e n t s  and no opponen t s ,  t h e  h e a r i n g  was 
c l o s e d .  

HOUSE BILL 565 

R e p r e s e n t a t i v e  E u d a i l y ,  D i s t r i c t  100,  s t a t e d  t h e  p u r p o s e  o f  t h e  b i l l  
i s  t o  i n c r e a s e  t h e  p e n s i o n  p a i d  t o  r e t i r e d  t e a c h e r s  who r e t i r e d  b e f o r e  
1971.  I t  r e p r e s e n t s  a n  approx imate  $38 p e r  month i n c r e a s e .  H e  a l s o  
s u b m i t t e d  some proposed amendments t o  t h e  committee f o r  t h e i r  cons id -  
e r a t i o n .  (see a t t a c h e d  # 3 )  

Helen McGregor, P r e s i d e n t  o f  t h e  Montana R e t i r e d  Teachers  A s s o c i a t i o n ,  
and Chairman of  t h e  N a t i o n a l  R e t i r e d  T e a c h e r s  and AARP L e g i s l a t i v e  
Conmiittee, p r e s e n t e d  h e r  w r i t t e n  t e s t i m o n y  t o  t h e  committee i n  s u p p o r t  
of t h e  b i l l .  

Wayne Buchanen, Montana Schoo l  Boards A s s o c i a t i o n ,  p r e s e n t e d  h i s  
w r i t t e n  t e s t i m o n y  i n  s u p p o r t  o f  t h e  b i l l .  

E l t o n  Hendr ickson,  a c t u a r y ,  s t a t e d  t h e  cost o f  t h e  p e n s i o n  i n c r e a s e  
w i l l  r a p i d l y  d e c r e a s e  o v e r  t h e  n e x t  t e n  y e a r s  due  t o  t h e  age  of  t h e  

) retirees.  

There  b e i n g  no f u r t h e r  p r o p o n e n t s  and no  opponen t s ,  t h e  h e a r i n g  was c l o s e d .  

S e n a t o r  B l a y l o c k  moved t o  amend t h e  b i l l  as p e r  t h e  a t t a c h e d  committee 
ED UNANIMOUSLY. 

--- 
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Sellator Blaylock moved House B i l l  565 B e  Concurred I n  A s  Amended. THE -- 
MOTION CARRIED UNANIMOUSLY. 

HOUSE BILL 263 

Represen ta t ive  Kirnble, D i s t r i c t  9 4 ,  s t a t e d  t h e  purpose of  t h e  b i l l  
i s  t o  prov ide  a p a r t i a l  s e r v i c e  pension f o r  pa id  f i remen w i t h  t e n  
o r  more y e a r s  of a c t i v e  du ty .  

PROPONENTS 

A 1  Sampson, Montana F i remen ' s  Assoc i a t i on ,  p re sen ted  a  l e t t e r  from 
Alton Hendrickson, ( a t t a c h e d  # 4 ) ,  and spoke i n  suppor t  of  t h e  b i l l .  

A 1  Th ie l en ,  C i t y  Manager, Helena, s t a t e d  h i s  suppor t  of t h e  b i l l .  

There being no f u r t h e r  proponents  and no opponents t o  t h e  b i l l ,  t h e  
hea r ing  was closed 

Sena tor  S t o r y  moved House B i l l  263 B e  Concurred I n  . THE MOTION CARRIED 
UNANIMOUSLY. 

I HOUSE B I L L  63 

Tom Har r i son  p re sen ted  t h e  b i l l  t o  t h e  committee by r e q u e s t  and i n  t h e  
absence of t h e  sponso r ,Represen ta t ive  Bardanouve. He s t a t e d  it i s  
a r e c o d i f i c a t i o n  b i l l  r e l a t i n g  t o  t h e  P o l i c e  Retirement L a w s  and c o n t a i n s  
no s u b s t a n t i v e  changes.  ( M r .  Har r i son  w a s  r e p r e s e n t i n g  t h e  P o l i c e  
P r o t e c t i v e  Assoc i a t i on .  ) 

There w e r e  no proponents  and no opponents t o  t h e  b i l l  and t h e  hea r ing  
was c lo sed .  

Sena tor  J e rgeson  moved House B i l l  63 B e  Concurred I n .  THE MOTION 
C A R R I E D  UNANIMOUSLY. 

APPOINTMENTS 

Sena to r  Brown moved t o  r e c o n s i d e r  t h e  a c t i o n  on t h e  appointment of 
George Lackman t o  t h e  p o s i t i o n  of Commissioner of A g r i c u l t u r e .  THE -- 
MOTION CARRIED UNANIMOUSLY. 

A f t e r  d i s c u s s i o n ,  Sena tor  J e rgeson  moved t h e  appointment be n o t  con£ irmed. 
THE MOTION CARRIED WITH SENATORS TOWE, BLAYLOCK, D E V I N E  VOTING NO AND - 

SENATORS JERGESON , BROWN, RASMUSSEN, AND STORY VOTING YES. 

There being no f u r t h e r  b u s i n e s s ,  t h e  meeting adjourned t o  reconvene 
1 March 21, 1977. 

~ h n m a s  E .  T s w e .  Chairman 
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t4.B. 512 
Sendte S td te  Admin i s t ra t i on  Commi t t e e  

*/ 
Mdrch 19, 1977 

M r .  Chairman, and Members o f  the  Committee -- 
My rrame i s  B r i a n  C o c k h i l l ,  I am S t a t e  A r c h i v i s t  f o r  t h e  Montana H i s t o r i c a l  

Society .  

My suppor t  o f  t h i s  b i l l  i s  t he  r e s u l t  o f  a growing awareness t h a t  such a c t i o n  

i s  l o n g  overdue. The 41s t  L e g i s l a t i v e  Assembly (1969) declared i n  the  passage 

o f  t he  S ta te  Archives a c t  t h a t  "it i s  the  p u b l i c  p o l i c y  ~f the  s t a t e  o f  

Montana t h a t  noncurrent  records of permanent va lue  t o  the  s t a t e  should be 

preserved and protected; .  . .and t h a t  t o  t h a t  end t h a t  t h e  people may r e c e i v e  

nlaxirnum b e n e f i t  from a knowledge o f  s t a t e  a f f a i r s ,  t h e  s t a t e  should preserve 

i t s  noncurrent  records o f  permanent va lue f o r  s tudy and research." Desp i te  

t h i s  d e c l a r a t i o n ,  problenis have cont inued t o  occur where o f f i c i a l  records of 

e l e c t e d  execu t i ve  o f f i c e r s  a re  concerned. I n  my p o s i t i o n  w i t h  t h e  H i s t o r i c a l  

Soc ie ty  I see these problems f r e q u e n t l y  and f i r s t h a n d .  The pr imary  d i f f i c u l t y  

t h a t  has a r i s e n  i s  t h e  problem faced w i t h  the  records o f  ou tgo ing  governors. 

I n  the pas t ,  these records have been t r e a t e d  as personal p rope r t y  and removed 

when the  i n d i v i d u a l  l e f t  o f f i ce ,  f o l l o w i n g  the  federal  pa t te rn .  A p a t t e r n  of 

assumed p r i v a t e  ownership, I might  add, t h a t  has come under se r ious  s c r u t i n y  

i n  t he  l a s t  f o u r  years. I would argue t h a t  t h e r e  i s  no v a l i d i t y  t o  t h e  p r i v a t e  

ownership concept, f o r  t he  records were generated through the  expend i tu re  o f  

pub1 i c  funds and i n  t he  pursuance o f  s t a t e  business. As a consequence, t he  

s t a t e  a rch ives  has n o t  rece ived a complete s e t  of records of a governor 's  

a d m i n i s t r a t i o n  s i n c e  t h e  term of  John Bonner, which ended i n  1952. We d i d  

r e c e i  v e l  some of Governor Aronson's records, b u t  these were o f  an incomplete 

n a t u r e  and donated ten  years  a f t e r  t he  complet ion o f  h i s  l a s t  te rm o f  o f f i c e .  

N e i t h e r  have we rece ived t h e  records  o f  the  f i r s t  f u l l - t i m e  l i e u t e n a n t  

governor.  
1 



This s i t u a t i o n ,  I would argue, f r u s t r a t e s  n o t  o n l y  h i s t o r i c a l  research b u t  

e f  f i c i  e n t  admi n i  s t r a t i  on o f  government. I would 1 i ke t o  menti on two exampl es 

of governmental a d m i n i s t r a t i o n  problems which have ar isen.  Recently,  a  

department of s t a t e  wanted a copy o f  an execut ive  order ,  issued i n  1964, 

which d e a l t  w i t h  t h e i r  ope ra t i ona l  r e s p o n s i b i l i t i e s .  I nadve r tan t l y ,  t h e  

o rde r  had n o t  been f i l e d  w i t h  the  Secretary of S t a t e  and the S ta te  Archives 

was, t h e r e f o r e ,  asked t o  p rov ide  a copy. We cou ld  no t ,  f o r  t he  records of 

t h a t  a d m i n i s t r a t i o n  had been k e p t  by  the outgoing governor. To t h i s  t ime,  

I do n o t  b e l i e v e  a copy o f  t h a t  o rde r  has been loca ted.  Another example 

arose when the  Secretary of S ta te  was asked t o  p rov ide  a copy o f  a pardon 

t o  an i n d i v i d u a l  who had l e f t  t he  s t a t e  a f t e r  se rv ing  a sentence i n  t h e  

s t a t e  p e n i t e n t i a r y .  He had rece ived a pardon and needed s u b s t a n t i a t i o n  fo r  

personal reasons. His reco rd  of  pardon had been destroyed w i t h  o t h e r  o l d  

records i n  t h e  la te -19501s,  and the  l a s t  r e s o r t  was t h e  governor 's  records  

f o r  t h a t  era. Because of non-deposit ,  t h e  necessary document cou ld  n o t  be 

prov ided.  I t  i s  problems of t h i s  na ture  which have prompted t h i s  proposed 

l e g i s l a t i o n .  S i m i l a r  s i t u a t i o n s ,  i n  the  f u t u r e ,  can o n l y  be avoided by  t h e  

d e c l a r a t i o n  t h a t  these records t o o  are  pub1 i c proper ty .  

Such a d e c l a r a t i o n  of s t a t e  ownership would work no hardsh ip  on t h e  i n d i v i d u a l  

o f f i c e h o l d e r ,  f o r  we are n o t  ask ing f o r  t h e i r  personal papers. N e i t h e r  would 

they l o s e  any th ing  o f  a monetary nature,  f o r  t he  records have l i t t l e  va lue  

except  f o r  h i s t o r i c a l  and governmental purposes. Such records cannot be used 

f o r  t a x  purposes because the  federal  t a x  law of 1969 precludes t h e i r  deduct ion  

as a g i f t .  

The b i  11 i s  a r e l a t i v e l y  s imple one. I t  de f i nes  t h e  records s u b j e c t  t o  t h e  

a c t ,  es tab l  i shes  procedures f o r  t h e i r  depos i t  and care, and 1 i m i  t s  ma t te rs  o f  

removal, t i w e  of depos i t  and r e s t r i c t i o n s .  You w i l l  a l s o  no te  t h a t  t h e r e  i s  



a prov iso a l low ing  the re ten t ion  o f  records i n  an o f f i c e  a f t e r  the change 

o f  o f f i c i a l s  t o  a l low continuity o f  operations, This i s  p a r t i c u l a r l y  

important  i n  the case o f  the Secretary o f  Sta te  who has separate records 

keeping responsi b i l  i t i e s  which are recogni zed by t h i s  provis ion.  Cont inu i ty  

i s  a l so  genera l ly  important, and t h i s  proviso i n  the b i l l  would insure some 

ease of t r a n s f e r  o f  r e s p o n s i b i l i t y  where par t i saqsh ip  might otherwise 

i n t e r f e r e .  

I hope you w i l l  approve t h i s  b i l l  f o r  I be l ieve  i t  does have m e r i t  as a 

means o f  a id ing  the e f f ic iency and serv ice o f  government wh i l e  i nsu r i ng  

the existence o f  h i s t o r i c a l l y  valuable records. 

I w i l l  be happy t o  answer any questions the committee may have. 

Thank you. 



l'KOI'OSE17 AMENDMENTS TO IIOIJSE BILL  NO. 512  

I{ccluc'sted by the Off  ice  o f  t l lcs  S e c r e t a r y  of S t a t  c? - 
Concurred i n  by t h e  Mon t:dna I I i s t o r i c a l  S o c  i c t y  

Marc11 1 0 ,  1377  

1 .  A l l ~ ~ ~ l i d  p ~ ~ c j c  2 ,  s e c t i o n  3 ,  s u b s e c t i o n  (1) , l i n e  1 3 .  
I. c: 1 l o w  Lncj : " r e ( - o r d s "  
S t r j  l i ~ :  "not r c t a  inc>d in o f f i  cc s p a c e "  
I n s e r t :  " t r a n s f e r r e d  t o  the c u s t o d y  o f  t h e  S t a t e  A r c h i v e s "  

2 .  Aint:nd p a q e  2 ,  s e c t i o n  3 ,  s u b s e c t i o n  / 3 ) ,  l i n e  2 0 .  
h ' o l l o w i ~ l ~ j  : " r e c o r d s "  
I n s e r t :  " i n  t h e  c u s t o d y  of t h e  S t a t e  ~rchives" 

3 .  iunc~nci  paqc 2 ,  s c c t i a n  3 ,  s u b s e c t i o i l  ( 4 )  , l i n e  23.  
I.'ol l o w i n g  : " r e c o r d s "  
I n s e r t :  " i n  t h e  c u s t o d y  o f  t h e  S t a t e  A r c h i v e s "  

4 .  pin~rnd p n y e  3 ,  s c c t i o n  4 ,  s u b s e c t i o n  ( l ) ,  l i n e  9 .  
I:o1 l o w i n g :  ''the1' 
S trl ke: " c o n t i i l u i n g  I' 
J n c c r t :  "current" [ t h i s  cI1<2nqc i s  t o  c o n f o r m  t o  s i m i l a r  l a r ~ q ~ i a c j e  

i n  tlie R e c o r d s  Management l e g i s l a t i o n ,  S  .B. 288 I 

5 .  A n i c n d  page 3 ,  s e c t i o n  4 ,  s u b s e c t i o n  ( 2 ) ,  l i n e  1.4 .  
) F o l  l.owj.ng : 'I -- THEII 

S t r i  l..e: "cOIJ'YINUING" -------- 
111~2rt: "current" [ sdme rc>~lsoI l  '3s a b o v e ]  

b. h n e n d  page 4 ,  s e c t i o n  4 .  
F o l l o w i n y :  l i n e  7  
I n s e r t :  " ( 5 )  Any q u e s t i o n  c o n c e r n i n g  the t r a n s f e r  o r  o t h c r  s t a t u s  o f  
o f f i c i a l  r e c o r d s  a r i s i n g  bctwecn t h e  S t a t e  A r c h i v e s  and a n  e l e c t e d  
o f f i c i , 3 l ' s  o f f i c e  s h a l l  bc  d e c i d e d  by a t h r e e - f o u r t h s  v o t e  o f  the 
members o f  t h e  S t a t e  R e c o r d s  Committee. " 



J ~ I I I <  n ~ i ( j  t i L l e  , Page  1 , L j  r l e  8. 
I 1 I : "SECTION" 
1 1 1 : ; t . t - t  : " 7 5 - 6 2 0 7  AND" 

i .  . \ I I , ~ I I C I  I);j~]t? 1 2 ,  S e c t i o n  2 ,  L i n e s  6 - 15.  - 
I C ' O L  I c~wi ncj : " S e c t i o n  2 .  " 

I 8 . - I  I!,. 

111sert: " S e c t i o n  75-6207, R . C . M .  1 9 4 7 ,  i s  nnrcncl=:cl to 
r e a d  a s  f o l l o w s :  

" / > - 6 2 0 7 .  Method o f  f i n a n c i n g .  The r e t i r e m e n t  bodrcl : i f lc1  1 1  
I - s t - d L l i s h  and  m a i n t a i n  the f o l l o w i n g  f u n d s  i n  which a l l  o f  
I t ~ c  L ibse ts  of  t h e  r e t i r e m e n t  s y s t e m  s h a l l  Le c r e ~ l i t e d  
rczording t o  t h e  p u r p o s e  f o r  which  t h e  a s s e t s  a r e  h e l d .  

1 A n n u i t y  s a v i n g s  f u n d .  The a n n u i t y  s a v i n g s  fund  
5 1 i , j 1 1  be a  fund  i n  wh ich  t h e  c o n t r i b u t i o n s  from tile merrlbcr:; 
t o  p r o v i d e  f o r  t h e i r  a n n u i t i e s  s h a l l  be  accu inu la t cd  i n  
~ i i d i v i d u a l  a c c o u n t s  f o r  e a c h  member. C o n t r i b u t i o ~ i s  t o  dntl 
l ~ ~ i y r ~ l e r l t s  from t h e  a n n u i t y  s a v i n g s  fund  s h a l l  bc rclade i n  t l l c ~  

! 01 l owing  manner .  
(a) Each employe r  s h a l l  d e d u c t  f rom t h e  corri~,e~lscl t ion 

01 each a c t i v e  member on  e a c h  and  e v e r y  p a y r o l l  of s u c h  
~ i r t ? n l l ) c r  f o r  e a c h  and  e v e r y  p a y r o l l  p e r i o d  subseque t l t  t o  t h e  
,J;ite on which  s u c h  member becarne a  member an  dmount ec lu ,~  1 
LO s~x-e~d-ene-eiqhtk-pe1eent-f6-&f00+ --- 6. J 8 7 %  of s u c h  m e n i b i - r  ' .; 
e d r n a b l e  c o m p e n s a t i o n ,  b u t  no  employe r  s h a l l  make any 
J e d u c t ~ o n s  f o r  a n n u i t y  p u r p o s e s  f rom t h e  c o m p e n s a t i o n  of d 

1~1ernber who h a s  a t t a i n e d  t h e  a g e  o f  s i x t y  ( 6 0 )  and  rendere-7 
t h i r t y  ( 3 0 )  y e a r s  o f  c r e d i t a b l e  service i f  s u c h  member e1ec . t ;  
riot t o  c o n t r i b u t e .  

( b )  Such d e d u c t i o n s  s h a l l  be made n o t w i t h s t a n d i n g  t h a t -  
the minimum c o m p e n s a t i o n  p r o v i d e d  by  l a w  for  a member m s y  Le 
r e d u c e d  t h e r e b y .  Eve ry  member s h a l l  b e  deemed t o  c o n s e n t  
dnd agree t o  t h e  d e d u c t i o n s  p r e s c r i b e d  by t h i s  s e c t i o n ;  and 
payment o f  s a l a r y  or c o m p e n s a t i o n  less the d e d u c t i o n s  ~ 1 1 ~ 1 1  I 
a f u l l  and  complete d i s c h a r g e  o f  a l l  c l a i ~ n s  wl~dtaoevc- ,~  LLJI 
t h e  services r e n d e r e d  by s u c h  p e r s o n s  d u r i n g  t h e  p e r i o d  
c o v e r e d  by s u c h  payment  e x c e p t  a s  t o  t h e  b e n e f i t s  providccl  
by the r e t i r e m e n t  s y s t e m .  

( c )  I n  a d d i t i o n  t o  t h e  c o n t r i b u t i o n s  d e d u c t e d  f r n v  
c u ~ r i p e n s a t i o n  and  s u b j e c t  t o  t h e  a p p r o v a l  of t h e  r e t i r e m c n t  
h o a r d ,  and  member may r e d e p o s i t  i n  t h e  a n n u i t y  s a v i n g s  f \ i n \ i  
l ~ y  a  s i n g l e  payment  o r  by a n  i n c r e a s e d  r a t e  o f  c o n t r i h u t  l(71-i 

an  dmount e q u a l  t o  t h e  a c c u m u l a t e d  c o n t r i b u t i o n s  p l u s  i 1 1 t t . 1  c , ; l  

i n  t h e  amount t h e  c o n t r i b u t i o n s  would h a v e  e a r n e d  had  t h e  
c o r l t r i L i ~ t i o n s  n o t  been  w i t h d r a w n ,  o r  a n y  p a r t  t h e r e o f ,  w h i c h  
he had p r e v i o u s l y  w i t h d r a w n .  The a c c u m u l a t e d  c o n t r i b u t l o ~ l s  



0 1  1 I ~ \ C ~ I I ~ ) C : ~ : .  wi t h d r a w n  by h i m ,  o r  pa id  t o  h i s  cljt ,lte or  tc, 
111 s . l ~ , : ; i  ( ~ 1 1 %  Let7 b e n e f i c i a r y  i n  eve r l t  o f  h i s  d~ilt-!, ..;t1'~ 11. l je  
~ J . I  i i l  f ro~n t h e  a r l r ~ u i t y  s a v i n g s  i u n d  , arltl an anloilnt e q u i v d l  c-rl t 
t ,J t l ~ r :  c l  i t  f crence be tween  t h e  ac:cumu3 a tecl c ~ j n t r - i l s u t i o ~ : ~  
c : , . ~ l c n I ~ ~ t e d  a t  r e g u l a r  i n t e r e s t  d n d  t h e  a m o u n t  p d i d  s l l d l l  G c  
t l -d l ls f t ; r~ed t o  t h e  p e n s i o n  a c c u m u l d t i o n  f u n d .  Upon tile 
r e t i r e r u e n t  o f  member h i s  a c c u m u l a t e d  c o n t r  i b u i  t o n s  s h d l  1 
k)c t r a n s f e r r e d  from t h e  a n n u i t y  s a v i n g $  fund  to t h e  f i n r1u j . t~  
reserve f u n d .  

( 2 )  A n n u i t y  r e s e r v e  Fund. The a n n u i t y  reserve k u r j d  
:;11~-11.1 be t h e  fund  i n  wh ich  ' s h a l l  be h e l d  t h e  r e s e r v e s  on a l l  
, j n r ~ u l t i e s  i n  f o r c e  and  f rom which  s h a l l  be psi-d a l l  a n n u i t  LC>:; 
.~nd  a1 1 b e n e f i t s  i n  l i e u  o f  a n n u i t i e s ,  Shou ld  a bcncf  icidl  y 
r e L i r c d  on a c c o u n t  o f  d i s a b i l i t y  be r e s t o r e d  t o  d c t i v o  s c r v l c : t a  
w i  t i ]  a compensat . ion n o t  less t h a n  h i s  a v e r a g e  f i n a l  conrpenscit- l ~ ~ l i  

a t  the t i n r e  o f  h i s  l a s t  r e t i r e m e n t ,  h i s  a n n u i t y  reserve ~ 1 1 ~ 1 1  
be t r a n s f e r r e d  f rom t h e  a n n u i t y  r e s e r v e  fund  t o  tk~c a n n u l  t y  
s a v i n q s  f u n d  and  c r e d i t e d  t o  h i s  i n d i v i d u a l  a c c o u n t  t h e r e i n .  

( 3 )  P e n s i o n  a c c u m u l a t i o n  f u n d .  The p e n s i o n  a c c u m u l a t i o r ~  
fund s h a l l  b e  t h e  f u n d  i n  wh ich  s h a l l  be a c c u m u l a t e d  a l l  
r e s e r v e s  f o r  t h e  payment  of a l l  p e n s i o n s  and  from w h i c l ~  p . , e t t : ; ~ o ~ i : ,  
arid b e n e f i t s  i n  l i e u  t h e r e o f  s h a l l  be p a i d  t o  o r  on a c c o u n t  ot 
b e n e f i c i a r i e s  c r e d i t e d  w i t h  p r i o r  s e r v i c e .  C o n t r i b u t i o n s  t o  
drld paynlents  f rom t h e  p e n s i o n  a c c u m u l a t i o n  fund  s h a l l  be 111ade 
'1s f o l l o w s :  

( a )  Each employe r  s h a l l  p a y  i n t o  t h e  p e n s i o n  ac:cclnluldt:lc)r! 
f u n d  a n  amount  e q u a l  t o  ein-and-s~e-~e~rtk-peree~t-f6-~+48f 
6 . 3 1 2 %  of t h e  e a r n a b l e  c o m p e n s a t i o n  o f  e a c h  member ernployed 
7- 

d u r i n g  t h e  who le  o r  p a r t  o f  t h e  p r e c e d i n g  p a y r o l l  p e r i o d .  
(b) I f  t h e  employe r  i s  a d i s t r i c t  or cornmunit-y c o l l c q e  

d i s t r i c t ,  t h e  t r u s t e e s  s h a l l  b u d g e t  and  p a y  for t h e  employerfa 
c o n t r i b u t i o n  u n d e r  t h e  p r o v i s i o n  o f  s e c t i o n  7 5 - 7 2 0 4 .  

( c )  I f  t h e  employe r  is t h e  s u p e r i n t e n d e n t  of p u b l i c  
i n s t r u c t i o n ,  a p u b l i c  i n s t i t u t i o n  of t h e  s t a t e  o f  Montana ,  a 
u n i t  o f  t h e  Montana u n i v e r s i t y  s y s t e m  or  t h e  Montana s t a t c  
d e a f  and  b l i n d  s c h o o l ,  t h e  l e g i s l a t i v e  assembly s h a l l  approilr  i-ite 
t o  each employer an  a d e q u a t e  amount  t o  allow t h e  payment of  
the e m p l o y e r ' s  c o n t r i b u t i o n .  

( d )  I f  t h e  e m p l o y e r  i s  a c o u n t y ,  t h e  c o u n t y  c o n ~ n l i s s i ~ ~ n c l - : i  
shai  1 b u d g e t  a n d  pay for  t h e  e ~ : ~ p l o y e r  ' s c o n t r  i b u t ~ o t l  i t 1  tile 
manner  p r o v i d e d  by  l a w  f o r  t h e  a d o p t i o n  of a c o u n t y  b u d \ ~ e t  
and  fo r  payments  u n d e r  s u c h  b u d g e t .  

( e )  A l l  i n t e r e s t  and  other e a r n i n g s  r e a l ]  z e d  o n  the 
moneys of t h e  r e t i r e m e n t  s y s t e m  s h a l l  be c r e d i t e d  t o  t h e  
p e n s i o n  a c c u m u l a t i o n  f u n d  a n d  t h e  amoun t s  r e q u i r e d  t o  a l l o w  
r e g u l a r  i n t e r e s t  on  t h e  a n n u i t y  s a v i n g s  f u n d ,  and t h e  a n n u i t ) '  
r e s e r v e  f u n d  s h a l l  b e  t r a n s f e r r e d  to  t h e  r e s p e c t i v a  f ~ i n d s  
f r o m t h e  p e n s i o n  a c c u m u l a t i o n  f u n d .  

( f )  A l l  p e n s i o n s  a n d  b e n e f i t s  i n  l i e u  t h e r e o f ,  i n c l u d l r ~ i i  
p e r i s i o n s  p a y a b l e  u n d e r  s e c t i o n  75-6218,  s h a l l  be paid f ~ ~ J I I  

t h e  p e n s i o n  a c c u m u l a t i o n  f u n d .  



( 4 )  The r e t i r e m e n t  b o a r d  may i n  i t s  discretion 
1 r %~rlsft.r t o  and from t h e  p e n s i o n  accumulation f u n d  t h e  
t ~ r ~ ~ o u n t  of  any s u r p l u s  o r  d e f i c i t  which  may deve lop  i n  t h e  
~ t2 : ;e r -ve  c r e d i t a b l e  t o  t h e  a n n u i t y  r e s e r v e  f u n d ,  a s  shown 
b y  a c t u a r i a l  v a l u a t i o n ,  a n d  a lso s u c h  e x p e n s e s  3s h e r e i n a k t e r  
~~rov ic - lec l .  

( 4 )  Expense  f u n d ,  The e x p e n s e  Eund s h a l l  be t h e  f u n d  
t o  w h i c h  s h a l l  be c r e d i t e d  a l l  moneys f o r  t h e  a d m i n i s t r a t i v e  
e x p e n s e s  o f  t h e  r e t i r e m e n t  s y s t e m  and  f rom which  t h e  expenses 
u t  d d ~ n i n i s t r a t i o n  of t h e  r e t i r e m e n t  system s h a l l  be p a i d  
e x c l . u s i v e  of amounts  p a y a b l e  as  r e t i r e v e n t  a l l o w a n c e s  or 
other b e n e f i t s .  The retirement b o a r d  s h a l l  determine a n n u a l l y  
the amount  r e q u i r e d  f o r  the e x p e n s e  Eund t o  d e f r a y  t h e  
a ( 1 i n i n i s t r a t i v e  e x p e n s e  i n  the ensuing f i s c a l  year and  sha l l  
credit s u c h  a n  amount t o  the e x p e n s e  f rom i n t e r e s t  and  
otlier eaL.ni ncjs realized on t h e  moneys o f  t h e  retirement s y s  i a r l .  ' 
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I l~irrcu t i i r s  b i l l  i c ,  of no f i n a n c i a l  Lnt;brr;=, -- 

1 f c u l  thcit t t ~ o s e  t e a c h e r s  r e t i r e d  b e f o r e  1971 g a t  a b e t t e r  break t h a n  

w u  post -1971 r e t i r e e s  a r e  g e t t i n g ,  

A 5  8 m a t t e r  of  I ~ i s t o r y  , the Montana t e a c h e r s  r e t i r e m e n t  sys tem wufs 

t u  c h c r s  
s a t  up i n  1937. Before  t h a t  t h e r e  uas a s y a t s n  a f  s o r t s ,  f t i i a ~ i r r  put  $1  

a month l n t u  tile fund ,  and upon r e t i r e m e n t  were rewarded accordingly. 

Tho 1937 sysrsm s c t  up a fund ilk which t a s c h s r s  and s c h o o l  d i s t r i c t s  

c o n t r i b u t e d .  

O u r ~ n g  t h e s e  y e a r s  and f o r  q u ~ t a  e number o f  y e a r s  t h e r e a f t e r ,  

o s i n  e d u c a t  on 
t h e  top-paying c lass room due p a i d  s r o u n b  $100 a month and t h e  s a r n i n i s t r a t o r  

k 
was t h e  p l u t o c r a t  a t  p o s s i b l y  $175 per munth. Hround t h i s  tinre w a i t r e s s e s  

i n  Helena r e c e i v e d  tilore income t h a n  t e a c h e r s .  

Around t h e  l a t e  1960 ' s  t h e r e  o c c u r r e d  a boom i n  t e a c h i n g  s a l a r i e s ,  

c o ~ n c i d e n t  u i t h  a bourn i n  d l l  p r i c e s  and s a l a r i e s ,  and i n  1971  a systenr o f  

r e t i r e m e n t  was mandated by t h e  ~ e g i s l a t u r e  t h a t  p e r m i t t e d  a r a v o r a b l e  

r e t i r e a ~ e n t ,  g e n e r a l l y  a d e q u a t e  t o r  tn0 p r e s e n t  u n l e s s  a r e t i r e e  had 

developed a Rolls-Royce custom of living, which was h a r d l y  l i k e l y .  

For t h e  p r e s e n t ,  t h e n ,  and I  emphasize f o r  t h e  p r e s e n t ,  e d u c a t o r s  

r e t i r e n r e n t  is adequate .  l e a c h e r s  today a r e  covered  by s o c i a l  s e c u r i t y  

I n  a d d i t i o ~  la1 t o  r s % x x ~ m ~ a f  x x  t e a c h e r s  re t  i rument , s o c i a l  s e c u r i t y  

developed u u r i n g  t h e  l a t e  19SU's and e a r l y  196Rts,  i n  many cases s l o w l y  s o  

t h a t  many o f  o u r  pre-1971 r e t i r e e s  havo no social s e c u r i t y .  t u e n  today 

t h e r e  may be some s c h u o ~ s  which are not  under s o c i a l  s e c u r i t y .  

As I have s a i d ,  t n i s  b i l l  means nothing t o  me f i n a n c i a l l y .  I t  is 

an  e f f o r t  t o  d o  something f o r  an u n r o r t u n a t e  segment o f  t h e  r e t i r e d  Prom 

my p r o f e s s i o n  t o o  many of  whom J x d x r a f x ~  do not have l i & e  t o o  u o l l  today.  
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PROPOSED ADJUSTMENT I N  PENSIONS 
FO R 

LONG TIME RETIRED TEACHERS 

I I n  O c t o b e r ,  d u r i n g  t h e  S t a t e  C o n v e n t i o n  o f  t h e  N o n t a n a  R e t i r e d  
T e a c h e r s ,  t h e  A s s e m b l y  v o t e d  u n a n i m o u s l y  t o  s e e k  a n  a d j u s t m e n t  i n  t h e  
p e n s i o n s  f o r  only t h o s e  r e t i r i n g  b e f o r e  1 9 7 1 .  The  r e p r e s e n t a t i v e s  o f  
t h e  1 4 0 0  who r e t i r e d  i n  1 9 7 1 ,  o r  l a t e r ,  a g r e e d  n o t  t o  ask f o r  a c o s t  I o f  l i v i n g  a d j u s t m e n t  i n  o r d e r  t h a t  t h o s e  i n  g r e a t e s t  n e e d  w o u l d  r e c e i v e  
h e l p .  

I A s  t h e  p e n s i o n  i n c o m e  o f  r e t i r e d  t e a c h e r s  i s  n o t  a v a i l a b l e  
( s h o u l d  n o t  b e  i n  t l i e  i n t e r e s t  o f  p r i v a c y )  The  PIontana  R e t i r e d  
T e a c h e r ' s  A s ~ o c i a t i o n ,  c o n t a c t e d  a l l  o f  t h e  3 6 0 0  r e t i r e e s ,  b y  l e t t e r .  1 T h o s e  who r e t i r e d  p r i o r  t o  1 9 7 1  were a s k e d  t o  r e e p o n d  g i v i n g  t h e  y e a r s  
o f  t e a c h i n g ,  t h e  y e a r s  r e t i r e d ,  t h e  a m o u n t  o f  t h e i r  t e a c h e r ' s  p e n s i o n  

I 
a n d  w h e t h e r  t h e y  r e c e i v e  s o c i a l  s e c u r i t y .  

T h e r e  a r e  some  2200 i n  t h i s  o l d e r  g r o u p  a n d  1 2 4 8  r e s p o n d e d  t o  t h e  
r e q u e s t .  Two h u n d r e d  a n d  f i f t y - s i x  o f  t h o s e  who a n s w e r e d  h a v e  a f u l l  
p e n s i o n  w i t h  35 o r  m o r e  y e a r s  o f  t e a c h i n g .  E i g h t  h u n d r e d  a n d  n i n e t y -  I two h a v e  m o r e  t h a n  1 0  y e a r s  b u t  l e s s  t h a n  t h e  35 y e a r s ,  u h l l e  1 0 0  of  t h e  
r e s p o n e e s  c o u l d  n o t  b e  t a l l i e d  a s  t h e  a n s w e r  w a s  a m b i g u o u e .  

I W i t h  t h e  c o s t  o f  l i v i n g  h a v i n g  i n c r e a s e d  6 1 %  s i n c e  1 9 6 9  w e  f i n d  ' many o f  t h e  o l d e r  r e t i r e d  t e a c h e r s  i n  a m o s t  d e s p e r a t e  s i t u a t i o n .  
Some a d j u s t m e n t  w a s  made f o r  t h e m  i n  1 9 7 1  a n d  a l l  r e t i r e e s  were g i v e n  t 3% a d j u s t m e n t s  i n  1 9 7 4 ,  1 9 7 5  a n d  1 9 7 6 .  For t h e  o l d e r  r e t i r e d  g r o u p  
t h e s e  a d j u s t m e n t s  h a v e  b e e n  l e s s  t h a n  a d e q u a t e  f o r  two r e a s o n s :  

1 )  P r i o r  t o  t h e  l a t e  6 0 Y s ,  s a l a r i e s  w e r e  v e r y  l o w  w h i c h  made  

I t h e i r  s a l a r y  b a s e  v e r y  s m a l l ,  
2 )  T h e  3% ( t o t a l  9 % )  w h i l e  m o s t  h e l p f u l  t o  t h o s e  m o r e  r e c e n t l y  

r e t i r e d  p r o v i d e d  v e r y  l i t t l e  t o  t h e  o l d e r  g r o u p .  The minimum f o r  a  

I 
f u l l  r e t i r e m e n t  w a s  $ 2 0 0 ,  s o  i n  t h r e e  y e a r s  t h e y  h a v e  r e c e i v e d  a t o t a l  
i n c r e a s e  o f  a p p r o x i m a t e l y  $ 2 0  p e r  m o n t h .  

Here a r e  a  f e w  e x a m p l e s  o f  t e a c h e r  r e t i r e m e n t  i n c o m e s :  

I 1) b l i s s  A r e t i r e d  i n  1 9 5 6  a f t e r  45  y e a r s  o f  teaching and ha6 
a p e n s i o n  p r o v i d i n g  $ 2 6 8 . 8 8  p e r  m o n t h .  

2 )  Miss B r e t i r e d  i n  1 9 6 0  a f t e r  36 y e a r s  o f  t e a c h i n g  w i t h  a I p e n s i o n  o f  $ 2 1 6 . 9 1 .  
3 )  f i r .  C r e t i r e d  i n  1 9 6 4  a s  t h e  S u p e r i n t e n d e n t  of  o n e  o f  o u r  

l a r g e r  s c h o o l  s y s t e m s .  A f t e r  4 0  y e a r s  i n  s c h o o l  w o r k  his p e n s i o n  i s  
( $ 3 7 9 .  

T h e s e  a r e  b u t  a f e w  e x a m p l e s .  Many o f  t h e  p a r t i a l  p e n s i o n s  have 
m o r e  t h a n  2 0  y e a r s  o f  s e r v i c e  b u t  r e c e i v e  a p p r e c i a b l y  sma l l e r  payments* 

I n  r ~ ~ e e t i n g  w i t h  t h e  E x e c u t i v e  S e c r e t a r i e s  o f  t h e  Mon tana  S c h o o l  
R o a r d s  A s s o c i a t i o n  a n d  t h e  M o n t a n a  S c h o o l  A d m i n i s t r a t o r s  A s s o c i a t i o n ,  

n o f f f c i a l  s u p p o r t  w a s  g i v e n  t o  t h i s  p r o p o s a l .  T h i s  i s  a s  f a r  a s  t h e y  
~ u L d  go w i t h  t l i e  a c e i o n  o f  t h e i r  r e s p e c t i v e  b o a r d s .  

I The c o s t  o f  t h i s  p r o p o s a l  i f  a d d e d  t o  t h e  p e n s i o n  c o n f r i b v t i o n a  o f  
the a c t i v e  t e a c h e r s  a n d  t h e  s c h o o l  d i s t r i c t s  wili b e  . I 2 4  o f  1% a y e a r .  
This, d p p r o x i m a t e l y  1 / 8  o f  1% w i l l  c o s t  t h e  $ 1 0 , 0 0 0  t e a c h e r ,  $6 .20  p e r  

I y e a r ,  w i t h  t h e  s a m e  c o s t  t o  t h e  s c h o o l  d i s t r i c t .  



PROPOSED ADJUSTMENT I N  THE PENSIONS OF MONTANA R E T I R E D  TEACHERS 
THIS WILL INVOLVE SOME 2200 OF THE 3 6 0 0  R E T I R E D  TEACHERS 

I n  1 9 7 1  t h e  Montana  T e a c h e r s  R e t i r e m e n t  Law was  
r e w r i t t e n  t o  p r o v i d e  more  s u b s t a n t i a l  b e n e f i t s .  The 
Montana  R e t i r e d  T e a c h e r s  A s s o c i a t i o p  h a s  v o t e d  t o  a s k  
f o r  a p e n s i o n  a d j u s t m e n t  o n l y  f o r  t h o s e  who r e t i r e d  
b e f o r e  1 9 7 1 ,  w i t h  t h e  g r e a t e s t  a d j u s t m e n t  f o r  t h o s e  
who h a v e  b e e n  r e t i r e d  f o r  t h e  g r e a t e r  number  o f  y e a r s .  

T h i s  i s  t h e  p r o p o s a l :  

1) One d o l l a r  p e r  month  f o r  e a c h  y e a r  o f  
c r e d i t a b l e  s e r v i c e .  

2)  Two d o l l a r s  p e r  month  f o r  e a c h  y e a r  r e t i r e d  
p r i o r  t o  1 9 7 1 .  ( f o r  t h o s e  w i t h  a p a r t i a l  p e n s i o n  
t h e  amount  i n  t h i s  s e c o n d  item w i l l  be m u l t i p l i e d  
b y  t h e  y e a r s  t a u g h t  o v e r  3 0 )  

Example :  A t e a c h e r  w i t h  20 y e a r s  o f  t e a c h i n g  
a n d  r e t i r e d  f o r  15  year8 p r i o r  t o  
1 9 7 1 .  

I t e m  I ,  I x 20  = $ 2 0  p e r  month 
Item 2 ,  1 5  x 2 - 30 2 0 / 3 0  - $ 2 0  p e r  month  
Total p e n s i o n  s d j u s t k e n t  - $ 4 0  p e r  month 



PENSION S E K V I C E S  
1 8 2 0  1 1 t h  Ave. 
H e l e n a ,  Moa t .  5 9 6 0 1  
( 4 0 6 )  4 4 2 - 5 1 4 1  

C o n s u l t i n g  A c t u a r i a l  A d m i n i s t r a t i v e  

December 2 8 ,  1 9 7 6  

14r. Owen L .  M o r r i s  
E x e c u t i v e  Secretary 
Teaches's R e t i r e m e n t  S y s t e m  
1 5 0 0  E a s t  S i x t h  Avenue 
Helena, Montana  5 9 6 0 1  

Dear B u d :  

A s  requested, I have  v a l u e d  t h e  c o s t  o f  p r o v i d i n g  t h e  a d d i t l o n a l  
b e n e f i t s  p r o p o s e d  b y  t h e  Montana R e t i r e d  T e a c h e r s  A s s o c i a t i o n .  

) The r e s u l t s  a r e  a a  f o l l o w s :  

Lump Sum C o s t  o f  I n c r e a s e  ( o n e  t i m e  o n l y )  $ 6 , 9 2 2 , 6 3 0  

P e r c e n t a g e  of  S a l a r y  R e q u i r e d  t o  
Fund C o s t s  Over 40 Years 

l f  no a d d i t i o n a l  c o n t r i b u t i o n s  were made t o  f u n d  t h e  b e n e f i t  
i n c r e a s e s ,  the a m o r t i z a t i o n  p e r i o d  f o r  unfunded p a s t  s e r v i c e  
liability would  b e  e x t e n d e d  by 2 y e a r s .  

S i n c e r e l y ,  

AEton P .  H e n d r i c k s o n ,  A S A  

mac 

c c :  M r .  A .  G .  E r i c k s o n  
M r .  R a l p h  Henry  



MONROE SCHOOL 
Arizona and Seoond Streete 

B u t t e ,  Montana 59701 

Phone 723-9340 
Area 406 

March 11, 1977 

file I:onrot? ~i le rncn ta ry  School staff, Butte, MT, supports the  passage 
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....... .................................................................. f(elpectfully wport as follows: That l l O . ~ e . . : . . . .  BIII ~o. .5.6%J ............ ........ 

t h i r d  l oad ing ,  ' be amended' as fo].lows: : .; . L 

. , . ,  .; I . . 
' D  . , b .  , 

l ine '  7. ' , ., I I ( f l .  muend t i t l e r  
Fol lowing:  " 1971,  5 .  

, 6  _ ' . I 

L ; I n s e r t ;  *PROVIDING FUNDING FOR TIIE: INCREASE1 I' I . .  0 

I .  * 
1 .  . * \  , L 

2 .  Amend t i t l e ,  p@SSiFline'-8. ( I  . , ( 

L 7 Fol lowing:  "SECTION" ? I  c ,  a.r , , a  $,. ' .i. 
-L 8175-6207 AND* i s. " i t 1  "Lj; !.f i . , . 2. I n s e r t  : . . 

+ * ; .  ; \ *  .; , . - ,  

3 .  Amend page 12 ,  s e c t i o n  2,' l i n e  15. . 
Fol lowing:  l i n e  15. 

P 

I n s e r t :  " S e c t i o n  3. S e c t i o n  75-6207, R.C.M. 1947, i s  amended to  read 
as  f o l l o w s :  . . 

"75-6207. ~ c t h o d  of f i n a n c i n g .  T h e  r e t i r w e n t  board s h a l l  e s tab l  
and maintain  the  f o l l o w i n g  funds LL which all of the assests of t h e  
r z t i r ement  system s h a l l  be credited .according to  t h e  punpose for which 
the a s s e s t s  are held, 

$ *  a n - , *  
I . ,  < .. .. I ,  . -.- # . . I :  , , - *  

KB'Bitk ' 8 t "  , . :. 1 . 
I 

, 3 .  

t 1 
I 

t I . . .  ....................................... ............ 
c:l ia~r lndn. 



---------- --------Î _ _ 
1 '  ' -------l"-. ::: ' ,  State ~ d l m i n i s t r a t i v n  ~oliunittee . 

I / I '  
(1) Annui ty  savings fund.'::  he dhnuity savings fund s h a l l  ' be a' 

fund i n  "which the con t r ibu t ions :  from the members"* t o  provide f o r .  t h e i r  
nrlnuitiRs "shall te accumulated infO, indiv idual  accounts  fo r  each membor. 
Cont r ibut ions  t o  and p a y m e n t s ; ~ f ~ ~ n ( ~ h e q  A ;  hnnufty- t . L, savings .  . , fund , , ' . s h a l l  . - ,  be ' + 

made in.' the following .. + ., +,,, +?, ,, ;- 
I a.  , '5  

(a) Each employer spall.,&?duo$ f r ~ r n  e'o&k&a$ ion  pf  , each 
a c t i v e  member on each and every&ayrolJ.. o f  .such'member. Poy ' each 'and 
every payroll periode subsequent ,to,, the- 'date  bn which "8uch''membcr . 
became a meinber an amount equaf'fo. bkx-enel-one-ef ghtk7pcrkent-f 6-3 f %rif 
6.187% of such member ' s ' , e a r n a b l ~ '  compensationl b u t  no ,employeyA'shall -.-- rl 
make any deduct ions for annuity purposes'Erom t h e  compensation of a 
m e n t b e r  w h o  has. a t t a i n e d  t h e  ,age of p i x t y  ( 6 0 )  p d .  rendere?. t h i r t y  ,(3,0) 
years ofLl  c r e d i t a b l e  service .if, suchb'nwyber' elects" no t  t o  contr ibuge.  L I d,: 

(b), Such deduct ions shall be'hede notwithstanding . thaf '  the  1.1 . I . .  

minimvm ppppensation provided by'~, lav( ' fq~d a' member; ma? be; ~ e d u c e d '  thereby. 
~ v e r y :  m ~ b w '  shall' be deeme$, t$,,cor#?ent; and' agree,, to' the  deduct ions " ' 

by' , this  sact+,o?i' ',an$, of :  ?.alary o r  ?ompensation less 
t h e  deduct ions shell be a f u l l  and cqmpxetc. qischarge  of ~ a ~ 1 ' ~ c l a i r n s  ' , I  " 
whatsoever, 'for t he  sorvices"rendered 'by "uch persons'  du r inGSthe  period 
covered hy,,:such payment. e ~ . c y F  8s to the b e n e f i t s  provided+-,by t h e  
retirement;  'system. . 1 ,  ,,.e,s c ? Lb ,,A# +%,$ c?; *:;::):.,,, , I k  f$ ,++ l r&?d  ,,$ t f . 4  , r . 4  

. . 4 " .  , t k ? ' .  f i  ,. I . , - . , ' 1' 
(c) 13.1n addition t o  t h ~ k % o n t r ~ k & t i p n s  dedu,cted* f i & $ o m p e n s i t i ~ n  

and suh jeo tp  to the approval :of., : t he  ' re t i rement '  board,'and4 member may 
r e d e p o s i t  : i n  t h e  annui ty  ".savinge ' fund by'a 'single"payment'br' by' an  

1 incr'eased rate of contribut$on,.an p ~ w t  gqual, t o  the accumulated 
c o n t r i 6 u t i o n s  'p lus  i n t e r e s t :  i~?'thq< aqqynt the contribution8 would have 
'earned had t@a ' con t r ibu t ions (  n o t  , f ? ~ , e ~ ' ~ i t h d r g w n , '  or any' p a r t  ' t h e r e o f ,  F 
.whichi" I .. heb hdd *previously*.wi$hdxa~d:. . TPe ,@gcumulated' coqtr i ,but ions of " 
a member withdrawn by him; joF:'pai$'~fo xis o , e s t a t e '  or toA-his  'designated 
beneficiary.  ' i p  e v e n t ; , ~ f  hig;,death, shall .  be 'paid fromL'the :anquity:. 
savingsc i f  und, and an mo+t  ~ e q u i v a l c ~ t  : t o  , t h e  d i f  f erenee: botween - the 

;accTulated 'contributions,.ca~oulated'.at' r e g u l a r  i n t e r e s t '  aqd' t h e  'amount 
, p a i d  s h a l l  ,be t r ane fe rgeq  'PO the ' pension"accumulationU fund;' upon:the ' 
r e t i r ement  'of a member hts 'accumulated c o n t r i b u t i o n s  shall be transferrea 
from t h e  annui ty savings fund t o  the annui ty  reserve fund. 

( 2 )  Annuity r e s e r v e  fund. The annui ty  r e se rve  fund shall be t h e  
fund i n  which s h a l l  be h e l d ' t h e  r e se rves  on a l l  a n n u i t i e s  i n  f o r c e  and 

-from whicla s h a l l  be pai&,al&,,annqitiea and a l l  b e n e f i t s  i n  l i e u  of I 
annuit ies ." .  ~hould~'a%beeficiary"retired on account of  d i s a b i l i t y  be 
restored t o  a c t i v e  s e r v i c e  with a'compenaation n o t  less t h a n  h i s  
average f i n a l  compensation a t  tho  t i m e  of  his last r e t i r e m e n t ,  h i s  
annu i ty  reserve s h a l l  be transferred from t h e  annui ty r e s e r v e  fund t o  
t h e  annui ty  eavings fund and c red i tod  t o  h i s  individual account t h e r e i n .  

(3) Pension accumulation fund. The pension accumulation Eund 
s h a l l  be t h e  fund in which s h a l l  be accumulated a l l . r e s e r v e a  for t h e  
payment of a l l  pensions and from wt~ich pensions and b e n e f i t s  i n  l i e u  
thereof  s h a l l  be paid t o  or  on account of b e n e f i c i a r i e s  c r e d i t e d  wi th  
prior s e r v i c e .  Cont r ibut ions  t o  and paymeqta-from the pension 

<tt:. f. . .,",,.,,*$ ., !&I ;I- ..! accumulation Eund shall be made as ' fo l lows :  
(a) Ea.:h employer s h a l l  pay i n t o  t h e  pension accumulation fund 

an amount equal  t o  ain-and-ene-Zeartk-percent-46-4f4'Zs+ -- 6.312% - of t he  
earnable compensation of each member employed during t h e  whole o r  
p a r t  of t h e  preceding p a y r o l l  per iod.  

I 



State Administration C o ~ t u n i t t e u  
HB 565 

(b)  If: the employer is a distriat or community college district, 
t i i e  t r u j c o e s  shall budget 'and pay for the :p4?layerts contribution 
under tho provision of section 75-7204."" s ' ' '  ' ' ' 6 1 ' f r  

(c) If the employer is the euperintsndsnt of publia Instruction, 
, .a  public institutianlof,thrs ,state of Montana, a u n i t  of the Montana 
university system or thet~onkana state'deafhnd blind school, the 
legislative aose~nbly shall appropriate to each ernployer an adequato 
amount 'to allow the payment of the employer's contribution. 

(dl ' If the employer is a county, the county commissioners shall 
budgel"land pay for the enpl.ayerFs ̂contribution in the manner provided 
by law for the adoption of a aounty budgut and f o r  payments under ouch 

' - budget. ( ! t i .  

1 t ) L I \  ( e )  All interat and other earnings r e a l i z e d  an tho moneys of the 
~1+:~retiremsnt sys tem shall be a r e d i t e d  to the pension accumulation fund 

and the amounts required to allow regular interest on the annuity 
sav ings  fund, and the,annuitytreserve fund shall be tranaferred to the 
'respective funds from the pension acaumulation fund. 

(f) A l l  pensions and benefits lni21ieul tharaof , 'including pensions 
payable under section 75-6218, shall be paid from the pension 
accumulation. fund. : J~ t. !.I( .( , 

. ' 3 1  , ‘,. , . '  1 1 4  J % 8 

I ( 1  The ketirerncnt' board may1 in' $tsJ disaretion transfer' to and 
' from the *pension accumulation fund the *amount of any surplus'  or 'deficit 
which may '  develop in the reserve creditable to the annuity reserve 
fund, as shown by actuarial valuation, and also sqch expeqsaq as 

) h w e i n a f  tar provided. 1 : : 1' :. ," f 1 t . , . 1 , s  

: I .  , ( 4 )  I !  Expense fund. I The expensa fund 'shall' be 'the fund to 'whic l~  
I ohall be credited a12 moneys If or the ladministrative ixpenses' o f  'the 
ratirement,system and from which the expenkiis'oi? adrn in i s t r a t ionfo f  the 

,r:retiroment.system shall be paid exclusive of amounts payable as 
retiremant allowances or' other1 benefits'.""   he' retirement board' shall 

, dete~mine annually the arnoune required E o r ' t h e  ex?cnse fund'to defray 
the a5ninistrative e x p ~ n s s ~ i n  the ensuing'fisoal'yeax'and shall ,creait 
suah an amount- to the expsnee' from' infrerkst' 'and "other' 'earnings r e a l i z e d  
on the moneys o f  the retirement: , I ! 1 . . A  1 1 I 

3 ' , l l ~ l '  i .' ! , \ I 1  , '  c -,,, ; , 1 . t  I , . ,  i 0 i - L  ~ 1 : .  c i  . : : 1 i  i I .  I . 
e I ,, : I . , , , L \  , # I-(;,! ? l ~ i  1.t 1. ( i t ' !  1.  t / l l r >  \ ~ < i : ,  . I  I ? '. . < ' 

" ( ; ~ ~ ( l i : . . ' t i .  1 ; , f L,L i, ;, ti , , 0 , :  I.,; I I . . b t  1 ( J  ( L I J ! ;  1-i1 11' t '  - 1 .. t 

1: 11 ] , , : I  $ ; ! I \  , r ,  , 1 , + - , t i  I 1 f 11(. 
AND As 60 , m N D E D ,  ,CONCuRmD 1~<'" ;' r..":~v.l. I I I . I ~  I ) I ~  r i c - i l i c t : r \  ! l t i b  ' ' L J ~ .  

* ? ) . .  !,I, , 1 j .  - ,, t i ;  , : i , i* , . , c  : , I  , I  1 1 . l r i  I 4 '  t (' t i l l '  c ' ~  "'JL" * "  ' 

, i , \ . ,  , i ' 1  ' ' , .-. ' t  " ; 1, \ I , ,  >; , ,< * \ I  1 , ;  , i l l ( l  { I  j\ l # + l  1 1 .  ! . '  .' i . , 1 , , 1 , I I i 1 1 6  I ' 1 . '  1 
i ! 

' \  . r - 1  \ , ,  , -8 , . 
1 , 1 1 , I I l l  ' 

a , , .  1 1 i * ,  I '  .,>- ' : . I  , , I I , :(: . ( . ,  ( .  . 
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I ;  1,EAVI.: ANY Pl tCPAREI)  STATEMENTS WITH THE COMMITTEE SECRETARY. 



1 II:NI)L<IC~KSON & BIRD, INC. 
l11-;1V SION SIIHVICl2S 

1 ( :~l~sul t ing . Ac~unr in l  8 Adrllinistrative 

Jdnuary 2 5 ,  1977 

1820 Eleventh Avenue 

Helena, Montana 69601 

(406) 442-6141 

M r .  A1 Sampson 
F i r e  Departnlent Re1 i e f  Assoc ia t ion  

Re: A c t u a r i a l  Cost o f  H.B. 263 

Dear A1  : 

H . B ,  263 provides t h a t  a  f i reman who leaves t h e  Assoc ia t lon  a f t e r  t h e  
complet ion o f  a t  l e a s t  f i v e  years o f  se rv l ce  would be e n t l t l e d  t o  t h e  
accrued p o r t i o n  o f  h i s  re t i r emen t  b e n e f i t ,  w i t h  payments commencing a t  
age 50. I n  my op in ion  t h e  c o s t  of t h i s  p r o v i s i o n  would be minimal,  if 
any, f o r  several reasons: 

1) From past  experience of t h e  F i r e  Department Re l i e f  Associa- 
t i o n ,  t h e  number o f  te rminat ions  among flremen i s  r e l a t i v e l y  
smal l .  The m a j o r i t y  o f  terminated flremen have had l e s s  than 
f i v e  years o f  se rv i ce  a t  t h e  t ime o f  te rminat ion .  I n  these 
cases no benef i ts  would be a v a i l a b l e  under t h e  provisions of 
H.B. 263 .  

2 )  Ret irement b e n e f i t s  a re  based upon compensation du r ing  t h e  
f i n a l  year  o f  employment. Members who te rminate  p r i o r  t o  
normal re t i r emen t  age would n o t  rece i ve  c r e d i t  f o r  any s a l a r y  
increases which may have otherwise occurred between t h e i  r date  
o f  t e rm ina t i on  and t h e i r  normal re t i r emen t  date. Thus, t h e i r  
bene f i t s  would be p r o p o r t i o n a t e l y  l e s s  than f o r  members who 
s tay  f o r  t he  f u l l  term o f  employment. 

3 )  Any member r e c e i v i n g  re t i r emen t  bene f i t s  under H.B. 263 would 
n o t  be covered under t h e  cos t  o f  l i v i n g  p r o v i s i o n  which i s  
c u r r e n t l y  a v a i l a b l e  t o  members who r e t i r e  a f t e r  a f u l l  term of 
empl oyment , 

4 )  The c o s t  o f  each f i reman 's  re t i r emen t  b e n e f i t  i s  t o  be funded 
annual 1y throughout h i s  employment. H. B. 263 would on l y  
p rov ide  him w i t h  t h e  b e n e f i t  which had accrued a t  t h e  t ime of 
h i s  t e rm ina t i on .  This  b e n e f i t  would e s s e n t i a l l y  be equal t o  
t h e  amount o f  funds which have accumulated on h i s  behalf. 

S incere ly ,  

A1 t o n  P. Hendri ckson, ASA 



.// The ' I 'oful Hcncfit Slructure 69 

r r r c l i r .  OI I '  \estrcl t)c.nrl~t is gcrrerdll) I),tbed 011 a correspond- 
ilrg tt t tdl  z.lld:y detcri~lrr~ed at the ti.itc o f  terminallon of 

1 1 1 1 i t i t  T o  I)e eltg~l)le l o r  a vc.\ted I)c.rrefit, an enlployee 
I I I ~ I \ I  ~ ~ ~ ( ~ r l i  c(*r~dlli lecjtitreriiert~s J \  r o  d g r .  SCTVICC, or bo t f~ .  
t 1 1  ( \.tntl)lt., en  enlployrt 1111lst t ~ . t \  cA nq,l l e d  for hve years 
1111c1rt the C:,iIifo~ riia Y L I  bl rc Fnil)t~ *tee* Ket~remmt  System 

I c(114l i l  y I lniier the New Yo1 L 41.11r 1 rlrployees Retlrernent 
\ \ \ ~ r l t l ,  ten years of hervice, inr l t , ~ i ~ r r ~  tltc years of member- 
,11111 \r,l vice, arc requ~red bt.fc)rt. \ t,\tcJ 1,erwfits are available. 

111 ~ekeral provinces 01 (: drlatl~ pcns~on benefit acts are in 
t.Hr* I H I I I C ~ ,  11110119 other tItirrg\ ~ e q i ~ i r e  vesting tor employ- 
c r. -110 .ire age 45 ar~cl I i d t r  I 0  sears of service. One signifi- 
t . * I t (  ( / I , I I I ~ ~  Ira> I~een I ) r o ~ ~ u l ~ t  . ~ l , o t ~ r  111 the vesting provisions 
h l f  ( ,111clt11.1n ~ I A I I S  AS a ~ c . . t ~ l t  01 this legislatian. Where these 
I . 8 ~ 5  dpply, AII einploycz \ e l l o  has qr~al~fied for vesting in a 
I + , ~ I I I  l l~ l~ tu t  y plari tarl~roc wittt~irrc his cunrributions upon 
I, rcllin,ttlorl c ~ f  e r ~ i p l o y r i ~ r ~ ~ t  . ~ I , I !  thereby forfeit his vested 
I I C ~ I I S  \V~ll~orrt this restrlc t i t r r t ,  tontr~butory plans ~enerally 
Itric conclrtzorlal v ~ ~ l r t r g  vestirlg which occurs only if the - - 
c~rrployee leave5 111s accti~tkul~led contrlhutions w ~ t h  the sys- 

. 
ic.111 ,rL ter mindtion of e11rplo)nient. Any measurement of the 
Itciarlc ral effect of a vrsilng provision is thus substantially 
dffcltetf by the l ~ h e l r h t ~ d  of forfeiture of vesting b v w l t h ;  
tilaw a1 of ac~umiilared 4 t~r~trtbutroris 

In  t h ~ s  regard, *a sru'ly niade of the l l n ~ t e d  States Civil 
Service Retirement $y\tem \horvrd that over three quarters 

?)f tflcwe eligible for testiiig iorfeited theit rights to a d e w  
&briefit l ~ y  w ~ t h d r a w i n ~  their ( t m t r i t ~ u t ~ i ~ r ~ s  upon termmation 

ot ~nlploymerlt .~ A large nrrnltu-r t II t f~cw forfeitures were of 
relat~vcly mino: aslourlts o f  a1 + I tlctl Irrfichts, slnce the Civil 
Service Systern requires o t l ly  I yc,r~, ot srvice for vesting. 
lucvcrtheless, even anlong tlicac w ~ t t ~  20 years of servlce, over 

I "one t h ~ r d  of the term in at in^ rtnployees ttwk their contribu- 
b s  instead o f  a R~tlrre l,e~lrht. Their  prw l ~ t s t y  for taking 

t ttic "bird in the hand" was further shown in .i rcparate study 
e 
e * joscpll Krtslov. "Forlclture of CIVII 'iervlce Rcruetncnt Iknchtr." Smal  -. Srrrrrfy Rullctrn (October 1961) .pp. 1% S t .  



Estimated Month1 y Retirement A1 lowance 
( A t  Age 60 and Over) 

REGULAR RETIREMENT OPTION 
.- 

- -- Final Con~l~ensat ion --.- (Est imate average o f  3 high est yrs o f  Salary) 

? ,-I 150 200 2 50 30 0 350 400 4 50 500 5 '711 ( , O l i  -- -- 

F o r  retirements between the  ages o f  55 and 60 apply the  following 
{jet-crntages t o  tile a p p r o p r i a t e  monthly allowance shown above: 

Age Percent  
5 5 .67 
5 6 .72  
5 7 .78 
5 8 .85 
59 .92 

( f  or  Curther Irrfornration Wrl t e  t o  the Admlnlstr~~tor ) 

P U B L I C  EMPLOYEES' RETIREMENT SYSTEM 
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