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Crairmnan Brand called the e ctirg to order at 5:00 a.m., 1l call was taken

with Rep. Hayne excused and fep. Bardarouve late.

a

HB 135-Sponscored by Rep. Norolbvedt —— Rep. Nordtvedt submitted written testimony,
se see Attachment #1; btc in addition he had other comments.

e full resprmsibil*tv for the calculations in this new formula, and feel
myself qualified since I have taught math for 13 years at the university lavel.

Dr. IRVING DAYTON-Office of the Commissioner of Higher Bducation -- My office l
suppcrts this bill, but we do not take a position on the actual calculatinsns.

A public policy decision on the assunptions is underlined. (I'm not sure what

he is referrirg o here. ns) I hired Rep. Nordtvedt 13 vears ago, and he has |
an international reputation in his field. I think this will affect very few
people. We should make early retirement feasible and accessible to as many

people as possible; kut the fund should rot be subsidized by the nes psople. l
Anythirg we can do to open up administrative flexibility will h ielp because the
fund and the faculty are growing old together. I think the J'_nr’.h idual and the
system benefit if people who have lost their interest are allowed to retire |
without benefit cuts. This also opens up the oprortunity for younger teachers.

I don't think this will be used by many people but it will be important to the

Dr. FRED HENNINGSEN-University of Montana -- I would like to support this.

TI'm s laru time monber of the university system - since 1946, and I have been
Chalmrum of the Iocal Benefits Conmittec since 1953, so I think I have some ‘
avareness of benefit preblems. We have suffered through a vear and 1/2 of

really traumatic situat:on due to budget cutbacks. It is shocking to see
voung people leave the system and I would like to see anything done that would I
retirauent. This will not be costly and will not affect that
have written some articles encourading ways and neans for

y to make way for younger teachers. Tf we can just get people to
move out and make way for younger ones, the system :nd the people will benefit.

HOWARD SEINHARDT-University Teachers' Union, Professor of Mathmatical Statistics
-- Az a mathematician, I would support this bill - since cur svstem has a defin—
ed benefit formula. The current discount factor iz made on the basis of a set
of irdefensible assumptions (I'm not sure of that term. ns) There is the
matter of the school benefit and the cost. The Teachers’ Association a:d the
Iniversity of Montana endorse this concept because it gives the school nore
flexibility in staffing and we see this as a modest way to do this

Dr. DOXALD TAYIOR-Montana State University, Chairman-Local Benefits Camittee
— 1 do fecl it is important to the university system for this bill to pass.

TTSSEL-Montana State -'*jvm’si*y -~ T think I'm the only non-mathermatician

£ speaking. The flexi ility that administra®’ .a and faculty recognize
as e ‘-vjﬂc' nf, ~ded is addresses in thlS bill. "Dynamics” mear: that scmething
new and fresh is pooped in. If we can ircrease this dynamisx'n it helps. We are

N
SUNE GO >'~“m«; that age 1s a matior of diminishing capability, but this bill pio-
3 thom with an option. I strongly urge vour support. '
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ALTON HENDRICKSON-Teachors' Retirement System Actuarial -—— Mr. Nordrovedt scnt
us a formula and we responded with a 10 page lettor. We feel the model set up
for his calculations does not reflect TRS.

MATERIAL QUOTED BY HENDRICKSON: for the full text, see Attachment £2

"In calculating his early retirement adjustments, Mr. Nordtvedt has assumed

that consideration should be given for projected salary increases to meanbers

who elect to terminate early. The Teachers' Retirauwent System bases its calcu-
lations on what the mauwber has actually earned, not what that member may have
ecrned had his or her employmont continued. Purther, the system takes the
wosition that, 1if a mamber wishes to get the benefit of possible salary increases
in future years, he or she must continue to be employed as a teacher in Montana.

‘In determing the financial requirements of the Teachers' Retirement Svstenm,
the actuarial valuation has taken into consideration the current early retire-
ment discounts.  If Mr. Nordtvedt's proposals are to be implemented in the
svystan through legislation, then an additional contributicn will be required
each year to finance the increased benefits. It is not possible tec provide
the larger banefits under the system without incurring additional costs to the
system.” '

We feel that the statement that few peonle would he affected is unirue. think
the whole point of whether the current deduction is cquitable is the issue. I
would like to pass out copies of a calculation that our fimm has put together.
(See Attachment #3) Member A 1s getting the only standard benefit you could
et before the present legislation was enacted. It is only fair that B and C

£ an adjusted bonefit for early rotiroment. T think this dewnsirates that
he current reduction formula is very proper, but member B shouldn't get a
bonefit so much larger than A. Under the proposed legislation, mewber C is
way ahead of the game. I'm not opposed or supporting, we suggest that a
fiscal note be attached.
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CWF MORRIS-Teachers' Retirement System Administrator -- The systom does not
oppose early retirenent, our only difference is in the amount of the reduction.
I checked with all of the states we know that have early retirement and only
one state has a lower reduction. The other states, or the most cawmon reduction,
is 1/2%. Some states have a much greater reduction. The reduction required
by IRS for pension .plans 1s 6.5%. Bascd on the actual work in other states

we can only assume that the assumptions by our actuarial are valid.

GENEVIEVE ADATR-National Teachers' Retirement Association, American Association
Oi Patired Persons —— We feel this bill might have a financial hazard to our
system. Ve who are retired wish to protect the fund. The trend today is to
extend the working time and if people are allowed to retire early they have to
find something else to do. We feel that same professions such as doctors hegin
to give their best service after 55.

[P SEA O TONVIRNT N e 4 =3.7 - o Ay N R .
letter from TOM HVIN, who wos unable to attend, in ocpposition.
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. purvose of changing the fommila
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Hendrichkson quoted the two paragraphs of nis le
rest. of the letter contained misunderstandings
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discussions, Mr.

I agreert with. The
ey a teacher hegins ezrls
or late in life detaimines his benefits. The relaticon of the mone; the teach
nuts in and therefore the matching funds accrued is very relative. If the
fiscal impact shows that required contributions to the fund are very minor, I |
hone you will give serious consideration to the effects on this legislation.
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JOENSTON-Would -mis ffect grade school and high school teachers too?  HENDRICK—
SON-Yes, eppros mately 15,000. JO:NSTON-Would the state have to put more money
in your fund or the fund will go dowm? HENDRICKSON-Yes. Retirement at age 50
would be less than 55, but between those ages there's a lesser impact. Uetweon
5 and 50, you don't need a full 6% exemption to keep the fund solven.. 3% is
not a sufficient reduction to keep the fund solvent when you look at Menber A,
ard there are no situations that would reverse that condition. McBEIDE~HAT
many paeople have retired at 55?7 MORRIS-37 people, or about 1/6%.  NORDTVEDT-
I suspect and hope that more people would do so with tiis bill. I would hep
it would be substantial enocugh to have an impact on the system. RBARDINOUVE-Y
we have substantial numbers doing so, and “hey have an increasingly large benei. {
factor this will “*ve a wretched impact on the fund. NORDIVEDT-I believe that
1f you lock at toc.ors after age 60, the fund will be unaffected. The teacher
who rotires later goes at a higher final salary than those who retire at age 50. ‘
BARDAUDUVE-In many retirement systems, early retirement has put a heavier and
heavier burden on their funds. 8o vou are swirning against a mainstrean.
BRAND-How much do the teachers pay? MIRRIS-6.18% of salney ~— 6.182% from the
jover, for a totel of 12.99%. BRAND~-What do you thir would b2 noeded to -‘
this scund? HENDRICKSON-We haven't done an actuarial evaluation. If we make
sone reasonable assutptions, we are saying less than 1%. If we are coing to -i:
SO, wank someone B0 tell me how many people take pari. BRARDANOUVAE-TIn the I
couation of how many will retire, at 50 especially, with longer life and the
qualifications these pcople have — would it not be possible that many would
retira and ogin a second career?  HENDRICKSON-Absolutely. More people would be
noouraged to take advantage of this. Five vears of service gives you vested
interest in a retirement system. FENINGSON-Philosophically, this tihing makes
sense, but the peonle who will be encourzzed to retire will be in the high
salary rarge; for the university system, it will be a saving. BARDANOUVE-The
r is very right, if you look at one part of the budget this would have a
ial effect. PORITER-Isn't it true that you lose your best people and end
up with the lowest cownon denominator? DAYTON-I see this to be contrary because
what occurs more is that teachers becaune bored. AZZARA-TOuld the proponents
of the bill have any objections to asking for an actuarizl oomputation? NORDT-
vEDD-I asked for a fiscal note and would like an analysis of that type to be
done. I feel that such rescarch would prove that this 2ill would allow early
retiranent at lower salaries. BRAND-You are saving that this bill will have
little ef xct, and so how can you say it - ffects your flexibility? DAYION-Becaus
anvthing ".2lps.

o
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% Rep. Brand -— This hi' . allows the prison to sell ranch
Tarry Zant: s hers to esplain the bill, so T will

rector, Departitent of Instituks
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SUB-QOMMITTER MEMEERS TN ATTENDANCE:

Magona
Feda

Also attended by: Stan Zezotarski, Leg. Council Researcher
Larry D'Arcy, Deputy Director, Department of Administration
Dennis Burns, Purchasing/Bidding Bureaw, Dept. of Administration
Stan Thurston, Tvpographical Union
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BAFRTH-So far, we have an amep Ttent changing the 2% on page 1, line 17 to 3
does that meet with everyone's approval?

THURSTCN-Yes, the 3% conforms with present law.

ZEZOTARSKI-The reason for this is that it would be more in line with the intent
of the committee in preventing the state from competing with the private szcror.
More than 3% might have adverse implications as to the state's i a

it leaves no doubt that the state could do this only when they can do so at the
lowest cost in the private sector.

D'ARCY-A Suprame Court decislon has placed it at 10%.
THURSTON-Right now, T think the conmittes should determine how the state arrives
at their costs. In vesterday's TL.LDuzv.e, there was an articlie about a bill coming
cit covering the costs of state printing. The Governoxr’s ‘»\nnual Raoport was
vrinted in-house, and this article claims that the cost was $.34 per copy —-

+
T don't ¥Xnow how many coples were printed, but the actual cost can't be $.34
You can't even buy the paper involved for $.34.

D'ARCY-Our costs are the sare as any organizaction. 1) We don't have a profit
factor which can run up to 26% per jch. Our costs nvoive naintenance and
supplies and amortization of equipment. We den't have salesinen going arcund
getting business.

TEDA-What percentage of the state goes to the state for their printing?

THURSTON-When the bill furst went through 10 years ago, it let the state do
its own printing —— they had a really good breakdown on costs and did a full
study. Now we are talking cost, and true, what Tarry says is just part of it.
We arrive at cost on a productivity factor and not everyhody is lOO% on produc-
tion. We f£ind that very seldom can you find more than a 75% productivity factor
and wran the state you have coffee breaks, rest room, waiting for paper plates,
etc.; so you very seldom run into a 75% factor. Cur ficures show that people
work about six hours in an eight hour day and by the time vou add sick leave
and vacation, etc., the state ends up with a smaller working factor than we
do. You haven't got your advertising, taxes, etc. to put on top of it. We pa
B! de neviman $7.08 an hour and for me to make anything on profit, I have to

se $20.00 an hour to make anything. The report I mentioned earliev was, I
M sure, taken off a computer; someone had to write it, etc., and I don't
that the state has a broardown as clear as what I have to have. 7This

. o . U T - o E Wiy © Ay Ll --r £inaghes
syent #1) was dore by the printing industry of Maryland winen thoy finishe

chy
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FIUA-D0 vou fecl like you are canparing apnies and oranges?

D'APRCY-Ue, in fact, have asked the Council of State Covermments 0 review our
operation.  This state L, onn of the few that doesn't have a full blowm print-

ing oreration and we don't have any desire to do that. 3States that do still =nd
up bidling out same jobs, as much as $4 million in jobs, and we are trying

keep up with the times; so I feel fairly confident that cur figures are as close
zs can be. Ve pay $6200 a year in salaries to state-employed printers, so that
cones to a little over $3.00 an hour; so I call it 'quick and dirty'. We don't

do wnat I would call 'printing', it is more like 'duplicatirg'. & private
vendor is paying about $4.00 a square foot in rent, we don't —- as far as equip
ment, we aot it through GSA at a much lower cost — we don't have sales or {

advertising. The reason this billl was submitted is that we have been circum—
venting the law and this allows us to do what we nav\, 1’)’*’-"‘1 doing. If you pass
this amendnent (reference page 1, line 16 - Following: 'printed", Insert: "at {
the lowest unit cost of printing available") we will nead prot 33[_)1\/ 4 more pux
"“lo.ﬁ~ <y agents to handle the bids. The time factor —— a b»id takes at least 3

s and it would slow the bureaucratic process even more. There is a section
in the law that says that the Deparitment ©f Adninistration shall try to do it'sz
oem printirg, and this law went in to clacify that.

W

In the nearlng you made the comoarisnn several times of what it wgu;d
7o this in the private sector. It in not unusual for a department +
cost estimate and T end up giving them a ball park figure - I hope
what you are using as a private sector figura,

BURNS-Cost is the main factor that we are involved in. Turnaround time is

another prime factor which has not been addressed. Tt tzkes & Z"‘ 00 to bid out

printing and sanetimes that is nmore then the job itself. If we did nave to

the private sector cost sach time, we would still be spending $28. GO

y time we had any printing. Tum-around time -~ anything froam 2 to 4 we

for bidcing and this scans to me to b2 a convenience factor of the ducli catrﬁg {
a

SN Sl
office. Wnen you have a smoll job it m a}\es no sense to take 3 weeks to let
bid for a tiny job. I think turn-around time factors were what got us into
printing our bills. It would take more staff to determine this lowest cost
hing
thirng.

-y

FUDA-How do you determine what state jobs you want to bid on?

THURSTON-We get a list each June. We are not here in opposition of the state!
duplic :t:nc: system. We are worried apout scmething down the road such as the
purchase of elahorate equipment. (Sec Attachment $£2)

D'ARY-It is absolutely ridiculous to have a piec of equimmwent for the session

and then lot it sit until the session begins agat . T they don't produce at
least 250,000 impressions, we shouldn't have the ning. Producticn is the key
work and hopefully we need to use the ecuimpnent 75% of the time i° we have it.

THUIE ”'\‘\I My objection is that the enaloment s een used for expansion. (Ses

Aroaciviont #3) 0 I you put a limit of less than 300 copies on this you would _,c‘
craa the lowest unilt cost thing. (See Attachment §4)  That language T jusS

(500 copy limit) we could live with.
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DTARCY-Vie run over SO0 every day. I can't give vou a breakdown.
t does not stop the state fram deing any inter- or intra-departmental
-~ just when it goes into public distribution.

D'ARCY-I'm just trying to clarify the law. If vou want to pass the bill, CK;
if not, you are telling us to get out of the printing business. When does same-
thing become a public document —— that is a very fuzzy concept.

BURNS~-We have addressed this before and have been blown out of the saddie on
both ends. The Department of Public Instruction is considered in-house. The
Donartment of Livestock gets a paper monthly that is corbndercl in-house.

Who is going to make the determination of lowest oost and it's just as hard to
detemmine what is in—house. Not to disagree with the philosophy, but this deter-—
mination thing makes it unworkable.

Here, Thurston made a reference to HJR 55 from the '77 session, see Attachment
5.

N'AFCY-T will accept that amendment if you give us sane wore buyers to get bids
from, bat consider making the limit 1,000 copies instead of 500.

Azsorted extraneous conversation.

D'ARCY-In-state preference —- the legislative auditor in '70 recommended that we
do away with in-state preference -- if we are looking at the lowest bidder then
we need to take that in-state preference out of there. I'm a native Montanan,
and I want to see money go to in-state people; bat if you are talking about low-
est bhid, we would need to look out of state also.

THURSTON-Back in the 40's we sat down with every department head and the univer-
sity presidents, etc., and we wore instructed by the governor to review what was
classificd as public dissimination and what wasn't. We took the stand that when
thoy are working with the state and woe are working together there would be no
question where there is internal use -— whereas the Governor's Budget is for
punlic dissimination.

D'AaPCY-Due to the section on the public's right to know, that can't be held as

i

true anymore.

ADTH~T fecl that right now we are acting as negotiators and I don't see that as

MACONE-T agree.
Zurns gave a summary of the bidding procsdure at this time and enunerated thra
various things that go out for bid on an automatic basis.

TN Py By ey

GUINNS-Other than that we do it as the need arises and these are precessed daily
3 3

o do have contract holders who coald «©
we doing at the present time.

o oa case to court and win with
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SURNS-We have baon fac
chey haven't been able

with agencie
to aiford the

It puts us in a precarious positicn.

FERA~-Could this limit
BUIRL hen

el -1 would like the
und. rstanding. 1 see

BAlIT-Next week we can get the minutes

Adiourmed:  12:45

y

you get boaok

D.nt.

of 1000 co. s help in thig?

ves

to split: g contractz, oo & tho cost up.
crance 1o "k abocut th
the prob: but how do o 4.

Cotle wore @i Lget a
“he soluticn?

fram this aad get back together.






