MINUTES OF THE MEETING
STATE ADMINISTRATION COMMITTEE
MONTANA STATE SENATE

March 19, 1979

The forty-cixth meeting of the State Rdministration Ccmmittee was
called to order by Chairman Pete Story on the above date in Room 442
of the State Capitol at 10:00 A.M.

ROLL CALL: All members of the Committee were present.
CONSIDERATION OF HOUSE JOINT RESOLUTION No. 40: The Chairman

called on Rep. Polly Holmes, House District 67, Billings, to present
her testimony as sponsor of the Bill.

Rep. Holmes testified this Resolution was intended to encourage the
Legislature to conduct an interim study on the effects of inflation

on our state retirement systems. She stated she was not a teacher

and did not work for the state other than the Legislature, so she had
no special interest in these. However, she felt the state did owe
something to those people who had worked all their lives who are now
retired under the state system, but who are not able to keep up with
the climing expense ratio. There are about 25,000 people in lMontana
who are 65 or older with an average of between $2,000 and $4,000 a
vear. We are asking the people who have worked all their lives for

the betterment of the state in teaching our children to now live

at or below the poverty level. Rep. Holmes read a portion of a letter
written to the Committee on Aging pertaining to inflation and the
hardship caused by it on a fixed income. She felt it was the
responsibility ¢f the state as an employer to face this problem and deal
with it by addressing the issue of the effects of inflation on these
retirement systems. She mentioned the amendment relating to possible
conscolidation in the title of the Resolution as a mistake; that the
Teachers' Retirement System in no way should be consolidated with

other retirement systems.

The Chairman called for further proponents.

Mark Jennings, representing the Retired Teachers and the Retired
Persons Association, supporting the legislation, presented his
testimony in writing, copy of which is attached hereto for further
particulars, and pertains to the increase in cost of services,
utilities and food prices because of inflation but that the present
retirement system does not have a cost-of-living increase to keep
pace with rising costs.

Jim McGarvey, representing the Montana Federation of Teachers,
AFL-CIO, supported the Resolution, stated they had tried over the
vears to answer the needs of teachers; however, after a number of
years, their retirement pavments become meaningless. That is why

the study addressing the cost of living increase is important. He
thought that teachers should have the opporunity to retire in dignity
and be able to remain that way throughout their senior years.

Several years ago, a PERS study indicated the Teachers Retirement
System was solvent and should continue to be financially sound. He
was also concerned with the amendment of the House relative to the

consolidation would be counterproductive and might conflict with
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present benefits. He reguested that the amendment be stricken.

Phil Campbell, representing the Montana Education Association,
testified in support of the Resolution, less the amendment. His
people are very concerned about their retirement system and that
there is a real need for this study, he stated.

- wle -

Genevieve Adair, representing the National Retired Teachers Association
and Retired Persons Association, rose in support of the legislation
in its original form, without the amendment and felt the study should’
be done and action taken so that they would not be forced to come back
to the legislature each session asking for a cost-of-living increase.
She stated she receives $188 a month, which is not enough to support

a retired teacher.

No opponents appearing, the hearing was opened for questions from the
Committee.

Sen.'Jergeson inguired about the consolidaticn amendment, to which
Rep. Holmes replied that this would probably be looked at anyway,
but they did not want to enccurage any consolidation.

Sen. Story asked how many retired teachers there were, to which
Rep. Holmes answered, in Montana there were about 4,000.

Sen. Ryan questioned the status of the solvency of the teachers
retirement system. Mr. Owen Morris responded that there is an
accounting every two years and they have been considered sound.
Continuing his questioning, Sen. Ryan asked if the new teacher
hired would be charged for what had not been funded in the past.
Mr. Morris replied that the Attorney General has ruled against this -
they are not to pay additional amounts for those who have already
retired.

oo e -

Sen. Story interjected that it had already been done, which Mr. Morris
acknowledged, but that the practice had to cease. '

The Committee then discussed how much this had been done ‘this year
in the bills which had already been handled relative to retirement
systems.

Larry Nachtsheim, Director, PERS, explained for the benefit of the
Committee the contribution and benefit structure of a retirement
system.

Responding to Sen. Roskie's questions regarding the amendment,
Rep. Holmes stated that the teachers feel that they and the school
district have contributed to this fund exclusively for particular
benefits and they don't want to give up their present system. Mr.
McGarvey added that the teacher's system is somewhat different in
that the teachers themselves are allcwed to participate in making
decisions.

Rep. Holmes explained she was not aware of the amendment until just
vesterday; as the bill was handled at the end of transmittal dead-

line, it had not caught her attention.

2 2@ ® - - -
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There being no further gquestions, the hearing on House Joint Resolution
No. 40 was closed.

CONSIDERATION OF HOUSE BILL No. 886: The Chairman explained this was

2 House State Administration Bill and inquired if Rep. Joe Brand as
Chairman was available. Rep. Joe Kanduch, House District 89, Anaconda,
advised Rep. Brand was chairing a meeting in the House so he would
present testimony for the Bill.

Rep. Kanduch explained that as they had so many bills in this session
asking for exemptions from the state pay plan, the Committee decided
to put in this Committee bill. He presented his testimony in
writing, copy of which is attached hereto for further reference,
which pertained to the fragmentation of the state pay plan by these
exemptions and listed the state offices which had exempt status
employees and how many. He added that if they had allowed all of

the requests for exemptions from the plan, there would not be much
use for keeping the plan. A total of 77 jobs would be affected by this
Bill. Ten exemptions are allowed to an elected official, however,
some may have more as they may be authorized by the Department of
Administration. The Bill provides for a restriction of 15 exempt
employees under elected officials. The governor now has 31 positions
under that status, and would be the biggest affected by this Bill.

William J. Opitz, representing the Public Service Cocrmmission,
testified in support of the Bill. 'Copy of his written testimony
is attached hereto for further reference and pertained to the in-
corporation of the PSC-sponsored Bill, HB No. 58, which addressed
this same issue, into this Bill, including the Fiscal Note. This
allowed the PSC 10 exemptions, 5 more than they now have.

Ed Nelson, representing the Montana Taxpayers' Association, testifying
in support of the Bill, stated that a department head has no trouble
thinking of good reasons to exempt an employee, but that the state

pay plan should not be abused.

There being no cpponents, the hearing was opened for questions from
the Committee.

Sen. Story asked how this Bill would work with the other bills
the House sent over on exemptions, particularly the 0il and Gas
Board, to which Rep. Kanduch responded that he thought they only
ran for two years. Mr. Opitz added that HB 481 pertained to an
appointed board, not an elected one, and this bill deals with
elected officials and their staff.

Sen. Roskie gquestioned the meaning of the language of the provision
on page 2, line 15, subsection 2, applying only to "chief deputy",
to which Stan Zezotarski, attorney for the Legislative Council,
responded that this provision addressed a problem which arose with
the assessors.

After there was a short discussion by the Committee as to the meaning
of the "county" assessor or "state" assesscr, there being no further
guestions, the Chairman closed the hearing on House Bill No. 886.
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The Chairman reminded the Committee that any House bills which they
wanted to amend must be cut of the Committee by Wednesday.

DISPOSITION OF HOUSE JQINT RESOLUTION No. 40: Sen. Hafferman moved
that HJR No. 40 BE CONCURRED IN.

Sen. Story commented that he thought they wanted to have someone
figure out how to give them an automatic cost of living increase.

Sen. Jergeson stated that these state retirement systems should
have a good study done as they are an absolute mess.

Sen. Story thought that the PERS and Teachers' Retirement were
actuarily sound and that they resented anyone else who may not be
sound financially being put in with them.

Sen. Hafferman felt they should have considered inflation years ago
as 1t has always been around.

Sen. Ryan questioned if resolutions were bound by the same rules as
bills in that the intent must conform to the title as he didn't think
the body of the bill addressed consolidation. Sen. Roskie agreed
that they (House) amended the title without putting in anything in
the body about that.

D

After further discussion, the motion carried by majority vote, with
Senator Story voting "no".

Sen. Bob Palmer was nominated to carry the bill on the floor; he
was to be notified.

FURTHER CONSIDERATION OF HOUSE BILL No. 886: Discussion centered

on the question of the manner the county handled the system of paying
for assessors and deputies, if it was under the state plan or on

the 90% basis and why the assessors' chief deputies were included and
not the other elected ocffices in the county.

Sen. Jergeson stated he was ready to move the Bill's concurrence

to which Senators Story and Ryan objected. Sen. Ryan wondered if
they would be taking this power away from the county commissioners.
Sen. Jergeson didn't think so, but felt perhaps amendments woculd make
the intent of the Bill more clear.

Sen. Rasmussen questioned why it should he held up, to which the
Chairman stated he was not sure of the intentions of the House in
introducing this Bill and wanted to have it checked out. Chairman
Story then directed Researcher Kathleen Harrington to research this
Bill and report back to the Committee.

ADSQURNMENT :

There being no further business to bring before the Committee, the
Chairman adjourned the meeting at the hour of 11:00 A.M.
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Senator Pete Story, Chairman

Senator George F. Roskie, V. Chairman 2.

Senator Bob Brown L

Senator A. T. (Tom) Rasmussen

Senator Patrick L. Ryan c”

Senator Greg Jergeson Lo

Senator William F. Hafferman

PRSI

Jennie L. Palmer Pete Story
Secretary Chairman

Motion: Senator Bill Hafferman moved that House Joj

nt Resolution

No. 40 BE CONCURRED IN; motion carried by majority vote, with

Sen. Story voting "no".

Sen. Bob Palmer is to carry the Bill on the floor.

(include encugh information on moticn——put with yellow copy of
comuittee report.)
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House Bill 886 revises tha laws relating to emplovec cxemptions
from the state pay plan. This legislation is recommended by the
state administration cormittee for two rcasons:
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The Committee feels that the Department of Administration
can solve this precblem within the next two years. This
task will be much more d*“'cul* for the department if
there are several exempt positions existing in the

pay plan. The department should bo allowed to evaluate
as many positions as possible in order to develop a
classification wlaw for paving adequate salaries to
meritorous prof ionals. Therefore, this bill will

aid in the department s ability and flexlblllfy to solve
the problem it confronts and also provide the state
assurance that such salaries are based on merit and abilis:
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Section 2. subsection {1). Only elected officials will

be exempt from the state plan. Chief deputies and axecutlive
secretaries will noi be exeﬂwt. This will reduce the

nunmper of exemptions as follows:

Governor's office

Secretary of State

Commissioner of Campaian Finances

State Auditor
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Subscction (2) maintains that =itato

_ . . their
chief deputy will still ke exempt frov ate pay plar

Subsection (11

reduces the number of oositions exompe

in the Attorney General's office v 34. This does include
the 10 positions he is allowad in sectisn 2-18-104.
Zection (3) Currently all coagtit: lected
officials are allowed 10 ﬂvﬁmo—*ofs i tate pay
plan, however, elected conscitutiornal nay
have more than 10 if *he adﬁ::LCﬁu Ncle NS are
approved by the department of administration and in
accordance with department of =dminictration criteria.
Consequently, many constituticnal offices h: more than
10 exempilons. The governor has 30, the Suparintendent
of Public Instruction 12, and “he Department of Justice 13.

his bill would provide that an elected official will
not be allowed more than 15, using the Department of
Administration's criteria. The only office that will be
affected with this absolute limitation is the Governor's
office. The number of exemptions currcntly allowed the
covernor will be reduced by 16 under this section.
Finally, the Committee feels that sinco all elected
officials are allowed some exemptions from the state
pay plan, the Department of Public Service Regulation
should be allowed some exemptions. Thus,HB 826 provides

five exemptions for the Public Service Commission

Total excmptions will be reducod by 122 nositions
under House Bill 83¢6.
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