
MINUTES O F  PEETIKG 
STATE ADMINISTRATION COMMITTEE 

MONTANA STATE SENATE 

February 2 ,  1979 

The s i x t e e n t h  meeting of  t h e  Sena te  S t a t e  Admin i s t r a t i on  
Committee was c a l l e d  t o  o r d e r  i n  t h e  temporary absence  
of  Chairman P e t e  S t o r y ,  by Sena to r  George Roskie,  Act ing  
Chairman, on t h e  above d a t e ,  i n  Room 4 4 2  of t h e  S t a t e  
C a p i t o l  Bu i ld ing  a t  1 0 : O O  a.m. 

ROLL CALL: A l l  members of t h e  committee were p r e s e n t ,  a l -  
though Sena to r  S t o r y  a r r i v e d  l a t e  and was unable  t o  s t a y  f o r  
t h e  complete meeting. 

CONSIDERATION OF SENATE BILL  No. 199: Act ing Chairman Roskie 
c a l l e d  on Sena to r  Jean  Turnage, sponsor  o f  Sena te  B i l l  No. 199,  
t o  p r e s e n t  h i s  tes t imony.  

Sena to r  Turnage adv i sed  t h i s  b i l l  was a s  a r e q u e s t  on t h e  p a r t  
o f  t h e  judges of  Montana r e l a t i n g  t o  r e t i r e m e n t .  Th i s  concern 
was exp res sed  by a Judge o f  t h e  Fourth  O i s t r i c t  r ega rd ing  a 
p h y s i c a l  problem - he was n o t  t o t a l l y  d i s a b l e d ,  b u t  cou ld  r e a d  
on ly  a coup le  hours  a day. New language from p r e s e n t  law 
appea r s  on Page 2 p e r t a i n i n g  t o  i n a b i l i t y  o f  judge t o  do h i s  
d u t i e s  because o f  p h y s i c a l  o r  mental  i n c a p a c i t y .  The "board" 
r e f e r r e d  t o  i s  t h e  P u b l i c  Employees Ret i rement  Board. Second 
change i s  i n  S e c t i o n  2 ,  page 3. Sena to r  Turnage exp res sed  
doubt  t h a t  t h e  b i l l  would have any immediate o r  l a r g e  impact  
as probably  n o t  many d i s t r i c t  judges o r  supreme c o u r t  j u s t i c e s  
would o p t  f o r  an e a r l y  r e t i r e m e n t  under t h i s ,  b u t  t h e r e  would 
probably  be an impact on t h e  r e t i r e m e n t  fund. Because of  t h i s ,  
he asked La r ry  Nachtsheim t o  g i v e  t h e  f i n a n c i a l  i n fo rma t ion  on 
t h e  B i l l .  

La r ry  Nachtsheim, D i r e c t o r  o f  t h e  P E R S ,  exp la ined  t h a t  h i s  o f -  
f i c e  p r i m a r i l y  p u t  t h e  d e f i n i t i o n  of " d i s a b i l i t y "  and a p p l i e d  
it t o  t h e  d i s t r i c t  judges. The B i l l  d o e s n ' t  have any funding ,  
and t h e i r  a c t u a r y  adv i sed  it would be about  2.55%, which could  
be funded by i n c r e a s i n g  t h e  p r e s e n t  6% of  c o n t r i b u t i o n s  t o  
8.55%. H e  sugges ted  p o s s i b l y  anending t h e  t i t l e  t o  p u t  fund- 
i n g  i n  t h e  B i l l ,  b u t  a s  a r e t i r e m e n t  system a d m i n i s t r a t o r ,  he  
thought  t h i s  might s t i l l  be  w i t h i n  t h e  scope of t h e  B i l l ,  b u t  
a s  t o  p u t t i n g  i n  a b e n e f i t  w i thou t  funding it ,  t h i s  would n o t  
work. He adv i sed  he would work wi th  Sena to r  Turnage i n  pro- 
v i d i n g  f o r  a funding o f  t h e  b e n e f i t  i f  t h e  Cornnittee d e s i r e d .  

V i c e  Chairman Roskie c a l l e d  f o r  f u r t h e r  proponents  o f  t h e  B i l l ;  
none appea r ing ,  opponents were c a l l e d  f o r .  None responded.  
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I n  c l o s i n g ,  S e n a t o r  Turnage r e q u e s t e d  t h a t  a c t i o n  be d e f e r r e d  on  
t h i s  B i l l  t o  a l l o w  t h e  fund ing  problem t o  be worded o u t  with M r .  
Nachtsheim and a l s o  t o  a l l ow  him t o  get i n  touch w i th  some 
o f  t h e  judges  t o  see i f  t hey  wanted t o  fund t h e  b e n e f i t  a t  
t h e  i n c r e a s e d  c o s t .  

S e n a t o r  S t o r y  commented t h a t  it was t h e  f e e l i n g  o f  t h e  Committee 
t h a t  any b e n e f i t  i n  a  r e t i r e m e n t  sys tem be f u l l y  funded. 

Q u e s t i o n s  by  t h e  Committee were c a l l e d  f o r .  

S e n a t o r  J e rgeson  q u e s t i o n e d  i f  t h e  d i s a b i l i t y  was dec ided  by 
t h e  judge o r  whom, t o  which S e n a t o r  Turnage responded t h a t  a 
J u d i c i a l  S t anda rds  Commission o r  t h e  Re t i rement  System would 
make t h a t  d e c i s i o n .  

S e n a t o r  J e rgeson  t h e n  asked  i f  t h e  language on page 3 and 4 
c o n s t i t u t e d  rule-making a u t h o r i t y  r e q u i r i n g  a l e t t e r  o f  i n t e n t .  
S e n a t o r  Turnage r e p l i e d  i n  t h e  n e 2 a t i v e ,  w i t h  Mr.  Nachtsheim 
add ing  t h a t  i n  t h e  Judges '  Re t i rement  System, t h e r e  w a s n ' t  
any mechanism s t a t i n g  how t h e y  should  hand le  t h i s ,  s o ,  h i s  
o f f i c e  i s  u s i n g  t h e  same mechanism as t h e  o t h e r  r e t i r e m e n t  
sys tems based  on t h e  med ica l  i n fo rma t ion  supp l i ed .  

S e n a t o r  Ryan's  q u e s t i o n  on the b a s i s  o f  s h o r t  term judges ,  who 
made t h e  d e t e r m i n a t i o n  t h a t  h i s  d i s a b i l i t y  would be connected 
w i t h  h i s  j ob .MrNach t she imrep l i ed  t h e  Board, a g a i n ,  would make 
t h a t  d e c i s i o n .  I f  t h e  PERS judge d o e s n ' t  a g r e e  w i t h  t h e  Board, 
t h e n  t h e y  may appea l ;  a f t e r  appea l ,  they  may a s k  f o r  j u d i c i a l  
r ev iew,  i f  t hey  d e s i r e .  

S e n a t o r  Ryan t hen  i n q u i r e d  i f  t h e  appea l  s t e p s  a r e  t h e  same as 
f o r  any o t h e r  r e t i r e m e n t  system, t o  which M r .  Nachtsheim r e p l i e d ,  
it was. 

S e n a t o r  Roskie  i n q u i r e d  a s  t o  no mandatory language i n c l u d e d  i n  
the B i l l .  S e n a t o r  Turnage adv i sed  t h a t  was i n t e n t i o n a l  s o  
r e t i r e m e n t  was n o t  f o r c e d  on anyone,  b u t  t h e  J u d i c i a l  Stand- 
a r d s  C o m i s s i o n  would have some leverage .  Re t i rement  f o r  d i s -  
a b i l i t y  would be  an i n d i v i d u a l  c h o i c e ,  added M r .  Nach--- 

S e n a t o r  Hafferman q u e s t i o n e d  i f  t h i s  t y p e  of  r e t i r e m e n t  would 
h e l p  t o  t a k e  c a r e  of scme of  t h e  case load  problems o f  judges ,  
and S e n a t o r  Turnage answered t h a t  t h i s  might  conce ivab ly  h e l p  
as t h e r e i s  an  i n s t a n c e  where a judge s u f f e r e d  a s t r o k e  w i t h  some 
permanent  d i s a b i l i t y .  T h i s  judge s t i l l  t r i e d  t o  f u n c t i o n  a l -  
though he  c o u l d  n o t  manage h i s  c a s e  l o a d ,  s o ,  p u t t i n g  i n  a 
younger judge cou ld  have an e f f e c t .  

S e n a t o r  Ryan q u e s t i o n e d  i f  t h e r e  was any l aw o r  r e g u l a t i o n s  
s a y i n g  a pe rson  p o s s i b l y  d i s a b l e d  shou ld  t a k e  a p h y s i c a l  f o r  
r e t i r e m e n t  purposes.  Sena to r  Turnage  rep l i ed  there w a s  n o t ,  
b u t  h i s  f r i e n d s  and c o l l e g e s  might  s u g g e s t  t h i s .  
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There being no further questions, the Vice Chairman closed the 

I 
hearing on Senate Bill No. 199, stating that the Committee will 
defer action until they can get the additional information nec- 
essary. 

CONSIDERATION OF SENATE SILL NO. 212: Discussion of holding the 
hearing in the absence of the Bill's sponscr, Senator Steve Brown, 
was carried on; Senator Ryan commented Senator Brown did speak to 
him prior to the hearing regarding his zbsence. There being no 
objection, Vice Chairman Roskie called for proponents to present 
testimony. 

Neil J. Lynch testified in support of the bill, explaining that 
he represented the organization which was more commonly known 
as the "world bank", This consisted of three banking organ- 
izations: International Bank of Reconstruction & Development 
(Europe and Africa), Inter-American Development Bank (South 
pnerica) and the Asian Development Bank (Asia). It bras an 
alternative to foreign aid and a much better means of helping 
undeveloped nations by means of loaning money rather than hand- 
out programs. Another plus is that it is the free world's 
way of promoting capitalism in allowing funds to develop their 
standard of living. We have talked to the Governor on this, 
and as Flontana is very interested in selling its products to 
foreign markets, he was in favor of promoting a healthy econony 
in those same countries. 

1 The world bank did not ask on their own or solicit for this in- 
vestment. Montana has about $1 million to invest in the world 
bank, and, perhaps, would be all we were izterested in at first, 
Referring to the Bill, he pointed out that present law (page 1, 
line 18) limits any investments to the U.S.. The new language 
on lines 20-21 adds the world bank. This would clear up the 
ambiguity now in this act. The stockholders of the world bank 
are the free nations of the world, and many people of these 
nations may invest in this world bank. Prior to the existing 
law, investment was allowed; when the law was changed by co- 
dification, this was inadvertently left out. He concluded by 
saying that none of the U.S. banks object to investments in the 
world bank, nor do the state investment accounts. He then 
introduced J. Eugene Marans, attorney for the 3 member banks, 
from Washington, D.C.. 

Mr. Marans submitted written testimony, copy of which is attached 
to these original minutes. His statement explained that this 
legislation is primarily technical in nature, amending Sec. 79-  
310(1) of the Codes to authorize investment of public funds under 
the Unified Investment Prograii of the Montana State Board 
of Investments in obligations of corporations of which the U.S. 
Government is a voting shareholser by Act of Congress. This means 
allowing investment in the "world bank" because the U.S. Govern- 
ment is a voting shareholder in these 3 corporations. He added 
that there has never been a default of any of these loans and 
that they bring a higher yield of return than most any other 
investment, including U.S. Treasury bonds and referred to 
the graph attached to his statement for comparison of rate of 
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r e t u r n  on inves tment  of  t h e  world bank a s  ccmpared t o  domes t ic  
c o r p o r a t i o n s  such a s  Ford,  General  E l e c t r i c  and DuPont. H e  ex- 
p l a i n e d  t h e  two k inds  o f  world bank s t o c k ,  p a i d  i n  and c a l l a b i e  
c a p i t a l  s t o c k ,  which i s  a  form of gua ran tee  f o r  t h e i r  bonds. 
D e f i n i t e  advantage t o  t h e  world bank i s  t h a t  it i s  sound and 
y i e l d s  a  h i g h e r  r a t e  t han  domest ic  i n s t i t u t i o n s .  

Act ing  Chairman Roskie c a l l e d  f o r  f u r t h e r  proponents ;  t h e r e  
be ing  none, opponents w e r e  asked f o r .  None appeared.  

I n  c l o s i n g ,  M r .  Lynch added t h a t  a f t e r  t a l k i n g  wi th  o t h e r  l e g i s l a -  
t o r s ,  it was t h e i r  f e e l i n g  t h a t  t h e  Montana Investment  Board was 
i n v e s t i n g  t o o  h e a v i l y  i n  p r i v a t e  s t o c k ,  and perhaps  more p u b l i c  
bonds l i k e  t h e s e  would be p o s s i b l e .  

Opening f o r  q u e s t i o n s  by t h e  Committee, M r .  Marans responded t o  
S e n a t o r  J e rgenson ' s  i n q u i r y  r ega rd ing  t h e  coupons no ted  on t h e  
graph t h a t  t h e  coupon i n t e r e s t  r a t e  was a guaran teed  r e t u r n  
and was n o t  a t a x  dodge. The purpose of t h e  world bank i s  t h e  
h i g h e s t  r e t u r n  w i t h  t h e  h i g h e s t  s e c u r i t y .  

Sen. Roskie ques t ioned  what percen tage  t h e  U. S. inves tment  i n  
t h e  world  bank r e p r e s e n t e d .  M r .  Marans advised  it was abou t  
22.5% o f  t h e  t o t a l  inves tment  of  bo th  pledged and c a l l a b l e  s tock .  

S e n a t o r  J e rgeson  asked what o t h e r  c o u n t r i e s  were i nvo lved ,  t o  
which M r .  Marans r e p l i e d  t h a t  a l l  o f  t h e  major c o u n t r i e s  e x c e p t  
Russ ia  w e r e .  China h a s  been inc luded  a s  Tiawan, b u t  h e  wasn ' t  
s u r e  what would happen now under t h e  p r e s e n t  c i rcumstances .  

Sena to r  Hafferman ques t ioned  i f  t h a t  shaky s i t u a t i o n  would a f f e c t  
t h e  s t a b i l i t y  o r  s e c u r i t y  of t h e  bank. He was adv i sed  t h a t  i n -  
vestment by t h e  world bank i s  on a project basis, so each project 
i s  cons ide red  s e p a r a t e l y  t o  make s u r e  it i s  sound and t h a t  t h e  
c r e d i t  i s  good. The f i r s t  l oans  pa id  back a r e  t o  t h e  world bank, 
b u t ,  i n  a d d i t i o n ,  it a l s o  ma in t a in s  a l a r g e  r e s e r v e .  

Sena to r  Hafferman asked i f  t hey  had any inves tments  i n  Canada. A s  
Canada was a l r e a d y  a developed n a t i o n ,  M r .  Marans s t a t e d  they  
on ly  had s h o r t  term p r o j e c t s .  

Commenting f u r t h e r ,  M r .  Marans s t a t e d  t h e  probable  r ea son  no one  
h e a r s  much abou t  t h e  world bank i s  because it works s o  w e l l  and is  
a wonderful  c o o p e r a t i v e  e f f o r t .  A l l  t h e s e  c o u n t r i e s  a r e  s h a r i n g  
t h e  burdon of  he lp ing  develop t h e  poorer  c o u n t r i e s  i n  a manner i n  
which t h e i r  money i s  r e t u r n e d  wi th  i n t e r e s t .  The U. S. does  
have s t r i n g s  a t t a c h e d  t o  t h e s e  loans  i n  t h a t  t h e r e  i s  a  restric- 
t i o n  t h a t  m a t e r i a l s  and s u p p l i e s  f o r  t h e s e  p r o j e c t s  must be 
purchased from t h e  i n v e s t o r s  by t h e  borrowing c o u n t r i e s .  

V i c e  Chairman Roskie thanked M r .  Marans f o r  a t t e n d i n g  and c l o s e d  
t \ e  h e a r i n g  on Sena te  Bill No. 212 .  
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1 S e n a t o r  B i l l  Hafferman moved t h a t  S e n a t e  B i l l  No. 212  DO PASS; 
mot ion  was seconded and  c a r r i e d  by unanimous v o t e  o f  t h e  C o m . i t t e e  
m e m b e r s  p r e s e n t .  

DISPOSITION OF SENATE JOINT RESOLUTION NO. 1: S e n a t o r  Tom 
Rasmussen moved the f o l l o w i n g  amendment t o  the ResoluG ~ 1 o n :  ' 

On page  1, l i n e  13. Fo l lowing  " S t a t e s " ,  s t r i k e  "and have  
b e e n  d e c l a r e d  s o v e r e i g n  dependen t  n a t i o n s  by t h e  U. S. 
Supreme Cour t" .  

T h i s  was t h e  amendment p roposed  by S e n a t o r  Lowe, s p o n s o r  o f  the 
B i l l ,  which  amendment was adop ted  by a m a j o r i t y  of t h e  rneribers 
v o t i n g .  S e n a t o r  Greg J e r g e s o n  v o t e d  "no". 

S e n a t o r  J e r g e s o n  t h e n  moved t h a t  S e n a t e  J o i n t  R e s o l u t i o n  No. 1 
DO PASS AS AMENDED, which motion w a s  seconded and c a r r i e d  by u n a n i -  
mous v o t e  o f  t h e  m e m b e r s  o f  t h e  Corn t i t t ee  p r e s e n t .  

There  b e i n g  no f u r t h e r  b u s i n e s s ,  t h e  V i c e  Chairman a d j o u r n e d  
t h e  m e e t i n g  a t  1 1 : O O  o ' c l o c k ,  a.m. 

\. 

P e t e  S t o r y ,  Chai7'an 
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NAME PRESENT ABSENT EXCUSED 

J 
S e n a t o r  P e t e  S t o r y ,  Cha i rman  t " / y5h- d~LIr~cL~i+l) 

I 
I 

S e n a t o r  Gco rqe  F. Roskie, V.  C h m n .  J 

S e n a t o r  Bob Brown L/ 

S e n a t o r  A .  T. (Tom) Rasmusscn 

S e n a t o r  P a t r i c k  L. Ryan 

S e n a t o r  Grcg Jcrgeson 

S e n a t o r  W i l l i a m  F. Ha f f e rman  t y  

Each Day Attach to M i n u t e s .  
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ROIjL CALL VOTE RCCORD ------- - - 

sENATE crmTrm2 STATE A D M I N I S T R A T I O N  - 

Feb. c*: " , 1 9 7 9  SENATE 1 NO. 2 1 2  T i m  

S e n a t o r  Pe te  Story, Chairman lri5.--7c# ;) 1 
-' I 

I 

j 
1 

. S e n a t o r  Georqe F. R o s k i e ,  V .  Chairman I 
I "A I 

S e n a t o r  Bob Brown I b- 
L 

S e n a t o r  A .  T. (Tom) Rasmussen ! i ,  
S e n a t o r  P a t r i c k  L .  Ryan 1 1 

I 
S e n a t o r  Greq Jergeson I // 

.? 
t 

I I 

{3> S e n a t o r  W i l l i a m  I?. Haf fe rman-  1 (I 
I 

I I 

J e n n i e  L .  Palmer P e t e  Story - 
Cbziirman 

Motion : S e n a t o r  Rill Hafferman moved t h a t  S e n a t e  

Bill No. 212 DO PASS; mot ion  c a r r i e d  by unanimons vote - 
o f  t h e  Commit tee  members p r e s e n t .  -- 

4 (include enough inforrna.ision on ration--put w i t h  yellow -1 cjf 
&tLe report.) 



MR. ................ P~c . s i i ?~nt  ..................... 

,. - 7 - O  . ............................................................ We, your committee on ................................... 3.t;?..~~..~;5r;~~11~1.~.t~~t~~t.1~. 

. . .  ....... having had under consideration ...................................................................................... 5-:222 Bill  Nc. ..23-2 

Respectfully report as follows: That ....................................................................................... S 2 . .  Bill No ... 212 ,..... 

Xntrcd~.ced 913.1, 

DO PASS ,qc, I -- \/ 
9 

STATE PUB. CO.  
Helena, M o n t .  

.. i 

.................................................................................................... 
F c f - e  S t o r y ,  Chairrnan. 



..................... ................. M R P~.c.a.I:c:e.n.t; 

.......................................................... .................................... We, your committee on $!%9.t.e ... Z&if i . i~.S.~.a."ki~~ 

- -. ,. * ,- ................... having had under consideration .............................. S.Ci52E ...J . o ~ ~ I ~ . . * ' - Q . ~ ~ i ; T ~ t S 1 ~  Bil l  No. ..l......... 

--- 
Respectf~lly report as follo?vs: That ................................. EiII P J O . . . ~  , ........ 

I. Page 1, l i ne  13. , 

Folloxing; "States" 
strike: "and have been dcclared soverciqn dependent nat ions  

by tlc U. 5 .  Supreme CourtU 

STATE PUB. CO. 
Helena. Mont. 

................................................................................................. 
pej-a Skajy;l, Chairman. 
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r ,  q (-1 ' " 

C I S e n a t o r  P e t e  S t o r y ,  Chairnian / J ~ : L ~  1 1 I 
i I 

, S e n a t o r  Geo rge  F. R o s k i e ,  V .  Cha i rman  , i /  

S e n a t o r  Bob Brown 

S e n a t o r  P a t r i c k  L .  Ryan 
I /  

I /  

S e n a t o r  A .  T .  (Ton) Rasmussen 

I S e n a t o r  Greg  J e r y e s o n  - 

J 

J e n n i e  L .  P a l m e r  Pe te  S t o r y  
Secretaxy Chainran 

S e n a t o r  W i l l i a m  F.  Naffernan 

Wtion: S e n a t o r  Tom Rasinussen moved t h a t  S e n a t e  J o i n t  R e s o l u t i o n  

I/ 

No. 1 b e  amended,  w h i c h  m o t i o n  p a s s e d  by  m a j o r i t y  v o t e  w i t h  Sen .  
J e r g e s o n  v o t i n g  " n o " ,  a s  f o l i o w s :  1. ~age . ' f ;T ine  1 3 .  Fo l low-  
i n g :  " S t a t e s "  S t r i k e :  " a n d  h a v e  b e e n  d e c l a r e d  s o v e r e i g n  de-  
p e n d e n t  n a t i o n s  by t h e  U .  S .  Supreme C o u r t " .  

I 

(include enough L.nfoni~tion on re t ion- -wt  with y e l l m  copy of 
mittee rep r t  . ) 



R05L CALL: VOTE RKCOIiil - .- - - - . . - - - -. - - 

S W i E  c c f m  STATE ADMINISTRATION 

NAME YES No 

, i' 
S e n a t o r  P e t e  S t o r y ,  C h a i r m a n  c h a r / )  / ! 

1 
I ' S e n a t o r  G e o r s e  F. R o s k i e ,  V .  Chairman I L-- 
I 
! I 
I S e n a t o r  Bob Brown L-- --- I 

I 
I I 

S e n a t o r  A .  T.  (Tom) R n c m u s s c n  i i, i r 
S e n a t o r  P a t r i c k  L ,  Ryzn  I - \ 

1 - 
S e n a t o r  Greg J e r j e s o n  - $L7' ! L , !  

I I 

S e n a t o r  W i l l i a m  F .  Hafferman I 
I -- P I  
I 

I 

J e n n i e  L .  Pal-mer 
Secretary 

- P e t e  S t o r y  
Chairinan 

bbt ion : S e n a t o r  G r e q  J e r q e s o n  moved t h a t  S e n a t e  J o i n t  

~ e s o l u t i o n  No. 1 DO PASS A S  X4ENDED; m o t i o n  c a r r i e d  by 

u n a n i m o u s  vo te  of all C o m m i t t e e  members p r e s e n t .  

kw' 
(include enough i n f o m i t i c n  on m3tion--p~t with y e l l c r ~  -_I of 
mitt- reprt. 1 



ADDRESS : -- 

APPEARING ON WHICH PROPOSAL: - 

DO YOU: SUPPORT? AMEND? OPPOSE? 

COt"!ENTS : 

~ L E A S E  LEAVE ANY PREPARED STATEMENTS WITH THE COMMITTEE SECRETARY. 




