MINUTES

MONTANA SENATE
52nd LEGISLATURE - REGULAR SESSION

COMMITTEE ON STATE ADMINISTRATION

Call to Order: By Chairperson Eleanor Vaughn, on February 15,
1991, at 10: A.M. in room 331,

ROLL CALL

Members Present:
Eleanor Vaughn, Chairman (D)
Bob Pipinich, Vice Chairman (D)
John Jr. Anderson (R)
Chet Blaylock (D)
James Burnett (R)
Bill Farrell (R)
Harry Fritz (D)
Bob Hockett (D)
Jack Rea (D)

Members Excused: Senator Bernie Swift
Staff Present: David Niss (Legislative Council).

Please Note: These are summary minutes. Testimony  and
discussion are paraphrased and condensed.

Announcements/Discussion: none

HEARING ON SENATE BILL 289

Presentation and Opening Statement by Sponsor:

Senator Harry Fritz, Senate District 28, Missoula, said
Senate Bill 289 will remove the state librarian position from the
statewide classification and pay plan. It adds the state
librarian to the 1list of positions exempt from the statewide
classification and pay plan. For a number of years the librarian
salary was set by the library commission. The Attorney General
ruled that the classification pay plan superseded the
commission's ability to set salary.

Proponents' Testimony:

Lloyd Wallin, State Library Commission, believes the state
librarian position should be removed from the statewide
classification and pay plan. The Commission makes the policy for
the State Library and, has responsibilities according to Section
221-102 MCA that reads as follows: "The Commission shall employ
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as its executive office a librarian who is a graduate of an
accredited library school and is not a member of the commission
for such compensation as the commission considers adequate.”" He
encouraged support of Senate Bill 289. (Exhibit 8)

Debra Schlessinger, Legislative Chair for the Montana Library
Association, supports removing the state librarian from the
statewide classification and pay plan. Before Richard was hired
as state librarian, she served in that capacity for 6 months. It
was necessary to get a pay exception to hire her. She received a
higher salary than the departing state librarian who had served 8
or 9 years. There is a real problem when searching for a state
librarian because of the salary that can be offered.

Richard Miller, State Librarian, said the Commission should be
able to set the compensation level. The State Library has not
asked for additional funds so there is no fiscal impact with this
legislation this session. The tenure for State Librarians tends
to be quite short because of competitive salaries. The career
executive range begins at $35,008.00, step 2 is $37,752. He was
making over $40,000 in the position from which he came. If he
leaves this position, the pay plan exception they had received to
hire him will be null, because pay plan exceptions apply only to
incumbents. Please support Senate Bill 289.

Gloria Hermanson, Montana Cultural Advocacy Board, which is a
broad based group of Montana who are interested in preserving the
historical cultural arts and public access to information in our
State, stands in support of Senate Bill 289.

Opponents' Testimony:

Laurie Ekanger, Administrator of the State Personnel
Division, defends the state classification and pay plan as fair
to all the state employees. Each year the number who want to
get added to the list of exceptions grows. She read her
testimony into the record. (Exhibit 3)

Questions From Committee Members:

Senator Blaylock asked L. Ekanger how many more millions
would it take to do what they recommend. L. Ekanger responded
the pay committee's proposal costs 77.5 million dollars. That
did not include the benefit for health insurance.

Senator Hockett asked how many positions are now vacant? L.
Ekanger didn't know. It has about a 35% turn over rate. She
can give you an average vacancy rate over the last year.

Closing by Sponsor:

Senator Fritz said there is only 1 state librarian. There
is no other comparable position. It was a mistake to put this
single position into the pay plan, because there are no others.
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We need to return the hiring and the compensation to the
Commission.

« EXECUTIVE ACTION ON SENATE BILL 289

Motion:

Senator Pipinich moved to TABLE Senate Bill 289.

Discussion:

There was general discussion of the different departments
and their salary problems, budgets, and their ability to fund
salaries, etc.

Recommendation and Vote:

The ROLL CALL VOTE on the motion to TABLE Senate Bill 289
was 4 in favor of and 5 no. The motion failed. (Exhibit 6)
Senator Fritz moved TO DO PASS SENATE BILL 289. The ROLL CALL
VOTE was 2 in favor and 7 no. The motion failed. (Exhibit 7)
Senate Bill 289 will go to the floor with an adverse committee
report.

HEARING ON SENATE RESOLUTION 4

Presentation and Opening Statement by Sponsor:

Senator Vaughn opened the hearing on Senate Resolution 4
concurring in, confirming and consenting to the nominations and
appointments of certain Boards.

Proponents' Testimony:

The first board is the State Electrical Board. Senator
Burnett asked for recommendations and got all positive response
and general approval on all those people on that board.

Hail Insurance Board was researched by Senator Burnett. There
was no problem on that board appointment.

The appointment of Mr. Sampson of Missoula to the Board of
Sanitarians was researched by Senator Rea and he was approved.

Senator Pipinich researched all 5 appointments of the Board of
Nursing and they all passed inspection. Senator Hockett asked
who he had contacted? Senator Pipinich said he went to the
recommendations given on the resumes and called. He also called
the community where the person lived. To sit on the Board of
Nursing you have to be licensed in Montana. One candidate is in
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the active military, licensed in Montana and practicing her
profession.

Senator Pipinich researched the Board of Occupational Therapy and

the 2 appointments to the Board of Optometrist and found them all
passing the inspection.

Senator Pipinich researched the Board of Pardons by calling Deer
Lodge. He had some small negative remarks but after digging into
the people, he found them widely accepted.

Senator Pipinich had the Board of Pharmacy to examine. He stated
Robert Kelly is very well qualified and he spoke to him
personally and he approves his nomination to the Board.

Senator Pipinich had the Board of Physical Therapy and he didn't
find many who had any knowledge of the appointees. He called
those named on the resume and found the individuals alright.

Senator Pipinich said the Board of Plumbers was difficult. There
were 2 individuals to check. He called the labor people, the
Missoula people and their qualifications are fine. The
complaints were unsubstantiated, thus weren't considered.

Senator Rea had the Board of Radiologic Technologists and Board
of Social and Rehabilitation Appeals and they were all approved.

Senator Anderson reported on the Aeronautics Board and had good
reports.

Senator Anderson had the Air Pollution Control Board Advisory
Board. Senator Hockett questioned the fact that they all came
from the Butte area and all of these are ending at the same time.
This is a large board. The governor has the responsibility of
defending his appointments. Senator Farrell said these people
are probably very well qualified.

Senator Anderson has the Board of Architects, and Montana Arts
Council, and they were all fine.

Opponents' Testimony:

None

Questions From Committee Members:

Senator Blaylock asked how many were representative of
industry, how many from general public, etc. The boards have to
be made up of representatives from all the sides of a question.

Closing by Sponsor:

Senator Vaughn closed the hearing on Senate Resolution 4.
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EXECUTIVE ACTION ON SENATE RESOLUTION 4

Motion: ‘

Senator Pipinich moved that we DO PASS SENATE RESOLUTION 4.

Discussion:

None

Amendments, Discussion, and Votes:

None

Recommendation and Vote:

The VOTE was UNANIMOUS IN FAVOR OF SENATE RESOLUTION 4.
This will go to the Senate floor and be a Preliminary Standing
Committee Report. All Senators will have 3 days to contact
Chairperson Vaughn to offer evidence against any appointment, if
they care to do so. After 3 days, the committee will make a
regular Standing Committee Report.

EXECUTIVE ACTION ON SENATE BILL 264

Motion:

Senator Fritz moved to AMEND SENATE BILL 264 as outlined in
the amendment prepared by David Niss and is exhibit 4.

Discussion:

Senator Fritz said this amendment has both the approval of
Mr. Schramm's office and Mr. Senn's office. All this set of
amendments does is to call for an independent actuarial
investigation of the unfunded liability. The University
contributes 4.5% now and they will decide if that is a fair
amount for both. Mr. Senn suggested one amendment to the
amendment on the new language after the word shall insert "using
independent actuarial assistance as necessary and". This
amendment essentially guts the bill as originally proposed.
Senator Hockett asked how much this is going to cost the
university system? Leroy Schramm responded there may be a few
thousand dollars additional cost in doing the study, but
basically it remains the same. We won't know the cost until the
study is done. Mr. Senn is satisfied that the amendment does
what he thinks is right.

SA021591.SM1



SENATE STATE ADMINISTRATION COMMITTEE
February 15, 1991
Page 6 of 7

Amendments, Discussion, and Votes:

The VOTE on accepting the amendments to Senate Bill 264 was
UNANIMOUS.

Recommendation and Vote:

Senator Pipinich moved that SENATE BILL 264 DO PASS AS
AMENDED. The Vote was UNANIMOUS in favor of passing SB 264 as
amended. :

EXECUTIVE ACTION ON SENATE BILL 243

Motion:

Senator Burnett moved to accept the first amendment to
Senate Bill 243 that takes the funds out of the Water Development
Fund. '

Discussion: -

Senator Farrell asked if this is an appropriation? Attorney
Niss believes this is not an appropriation. Senator Hockett
asked if anyone knows how much money this is going to cost? The
fiscal impact says approximately $19,400 per year to adequately
fund the retirement benefits for the Chief Water Judge. Senator
Farrell said the Judges' Retirement System was established for
people who were elected to that position. This was an
appointment. Senator Rea said all along you have to be vested.
Does vesting apply to this job? No this does not apply. What
happens to these monies if he returns to private practice after 4
years? It will stay in the fund, then at age 50 he can draw a
retirement.

Amendments, Discussion, and Votes:

The Vote to accept amendment number 1 to Senate Bill 243 was
6 yes and 3 no. The no votes were cast by Senators Fritz,
Hockett and Rea. The Amendment does pass.

The second amendment raises the court fees given toward
retirement. Those amendments did not move for lack of a motion.

Recommendation and Vote:

Senator Burnett moved we DO PASS AS AMENDED SENATE BILL 243.
Senator Burnett voted yes and everyone else voted no. Senate
Bill 243 goes to the floor with an adverse committee report.
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EXECUTIVE ACTION ON SENATE BILL 301

Motion: .

Senator Hockett moved we DO PASS SENATE BILL 301.

Discussion:

None

Amendments, Discussion, and Votes:

None

Recommendation and Vote:

The VOTE was UNANIMOUS in favor of passing Senate Bill 301.

ADJOURNMENT

Adjournment At: 11:30 A.M.

A//a4¢$V’ 5é::;7£;//

ELEANOR AAUGHN, Chairman

Atowe B3 ine

DOLORES HARRIS, Secretary

EV/dh
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BILL No__ 47
February 12, 19§T*£:“éié35¥-___.

The Honorable Eleanor Vaughn

Chairperson, State Administration Committee
Montana State Senate

Capitol Station

Helena, Montana 59620

Subject: Senate Bill 264

Dear Senator Vaughn:

Because of a conflict I had, I was unable to appear before the Senate State
Administration Committee in opposition to Senate Bill 264.

As a former member of the Teacher’s Retirement Board, I am concerned with what
appears to me to be fragmentation of the system.

Members of the TRS, former community people who are retired and public school
people both retired and active, are concerned that the University System would
attempt to renege on an agreement entered into by the TRS and the University
System. Commissioner Krause and community officials knew the need for the
4.472% contribution by the University System.

Many of my votes over eight years on the TRS Board were influenced by any
reduction in the unfunded 1iability. Much of the unfunded liability came
about as different groups became members and eligible for retirement without
having funds paid into the system.

I sincefe]y hope you give this bill a "do not pass" recommendation.

Sincerely yours,

ey
(Arred =T /2’7 ~

J. Thomas Ryan
907 Washington, Apartment 4
Helena, Montana 59601

copies to: Members of the Senate State Administration Committee
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SECTION I

INTRODUCTION

Until January 1, 1988, administrative officers and the instructional staff
of the university units have been required to participate in the Montana
Teachers’ Retirement System (TRS). Since that date, these employees have
been allowed the option of selecting membership in the Optional Retirement
Program (ORP) established by the board of regents.:

The contribution required by each member of ORP is 7.044% of compensation,
the same rate as under TRS. The employer’s contribution is also the same
as under TRS, 7.459% of each member’s compensation; however, this
cbntribution is divided between ORP and TRS. The university’s share of
the employer’s contribution is that amount required to provide a total
employer and employee contribution rate of 10% of compensation, i.e.,
2.956%. The balance of 4.503% is contributed to TRS to help fund the
unfunded past service liability.

The share of regular contributions to TRS which are designated to fund the
unfunded past service liability is 5.63% of compensation. From an
actuarial standpoint, it is important to determine whether the smaller
university contribution noted above is detrimental to TRS.

It is also important to determine whether the selection allowed to
university members might detrimentally change the demographics of TRS.

Section 19-21-111, M.C.A. requires that an actuarial valuation be
conducted as of June 30, 1990 to determine the effect on the amortization
of the unfunded liability of Teacher’s Retirement System caused by members
of the Montana university system who elect to participate in ORP.

1 .
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In conducting the actuarial valuation, certain assumptions were made
as to the future experience of the system. A summary and discussion
of each of the assumptions is contained in Section IV.

A summary of the provisions of ORP and TRS is contained in Section V.
ACTUARIAL CERTIFICATION

Based upon the assumptions stated in this report and the employee data and
other records provided by the Teachers’ Retirement System and the Office
of the Commissioner of Higher Education, the actuarial valuation contained
in this report has been performed in accordance with generally accepted
actuarial principles and techniques.

/k§7 ,114€§:a11

Alton P. Hendrickson, Member
American Academy of Actuaries
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SECTION I1

ANALYSIS OF VALUATION

Results of Valuation

An actuarial valuation of the Teachers’ Retirement System (TRS) was
conducted as of June 30, 1990. The purpose of this valuation was to
determine the effect on the amortization of the unfunded liability of TRS
caused by members of the university system who elect to participate in the
Optional Retirement Program (ORP). The information on these members was
provided by the Office of the Commissioner of Higher Education.

ORP became available on January 1, 1988. As of June 30, 1990, 523
individuals were participating in this program. Of these individuals, 211
were employed prior to January 1, 1988 and joined the program at an average
age of 38.1 years. The remaining 312 members were employed on or after
January 1, 1988 and joined at an average age of 36.8 years.

The average age of those university members who selected TRS was 35.7
years.

The actuarial valuation was conducted both including and excluding those
members who elected ORP. The valuation based on current membership
determined a slight increase in the normal cost from 8.83% in 1989 to
8.87% in 1990. The balance available for the unfunded past service
liability allowed it to be funded over 36.3 years in 1989 and 35.8

years in 1990.

The valuation based on full membership assuming no one had.selected ORP,
determined that the unfunded liability would be funded over 35.4 years.

3
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The difference in funding periods of 35.8 years based on current
membership and 35.4 years based on full membership is attributable to the
difference between the 4.50% contributed to TRS on behalf of ORP members
and the unfunded rate of 5.63% determined by the TRS actuarial valuation.

An additional valuation was conducted on the current TRS membership under
the assumption that the contribution rate on behalf of ORP members would
be 5.63% of compensation. Under that assumption, the funding period would
be reduced, as expected, to 35.4 years.

Demographic _Changes

The demographics of a retirement system affect its financial requirements.
Younger members with higher employment termination experience tend to have
a more positive effect on the financial position of the system than older
members. When membership is on a selective basis, the results can be
detrimental to a system.

We have examined the statistics of the university members to determine the
impact of this selection, and have found no basis to indicate that the
selections have changed the membership’s demographics adversely for TRS.
The actuarial valuations including and excluding ORP members also
indicated that, overall, the selections were not adverse to TRS.

Contributions to TRS

It is important that the board of regents continue to contribute amounts
in excess of 10% of each participant’s compensation to the Teachers’
Retirement System to assist in the funding of the existing past service
liability. The required contribution rates are calculated on the premise
that a portion of all Montana public school teachers’ compensation will be
applied to fund the past service liability. This premise is best
Qnderstood by examining the source of the past service liability.

4
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New members, whether joining the Teachers’ Retirement System or the
Optional Retirément Program, are not the reason for the existing past
service liability. This liability was created by past legislation and
experience which affected current and retired members, including
university members. While new members did not create the liability, it is
necessary that their compensation and that of current members be used as a
funding base. If the compensation of members electing the Optional
Retirement Program is excluded from this base, a greater financial burden
will be placed on the remaining members.

The present value of the contributions to TRS on behalf of ORP members is
$20 million. This value could possibly triple as more members join ORP in
future years. [f the contributions are discontinued, the Tiability would
be placed on the remaining members.

Conclusion

The data available for an analysis of the impact of the Optional
Retirement Program are limited since the program has only been operating
for 2 1/2 years. From our examination of the available data, we have
concluded that the members who have selected ORP have been a
representative group. There does not appear to be adverse selection
against TRS. ‘

The actuarial valuation indicated that the ORP did not have a detrimental
impact upon TRS. However, the system’s unfunded liability would be funded
4/10 years faster if the contribution rate to TRS on behalf of ORP members
were 5.63% rather than 4.50%.

[t is our conclusion that the contribution percentages established under
Title 19, Chapter 21 have had no adverse effect on the amortization of the
unfunded 1iability of the Teachers’ Retirement System.

5
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SECTION III

UNFUNDED LIABILITY SCHEDULE

Four actuarial valuations were conducted to determine the impact of the
Optional Retirement Program upon the Teachers’ Retirement System. The
first three valuations were based on the current membership of TRS, under
the following conditions:

1. Using the required university contribution on behalf of ORP
members of the statutory rate less 10% (14.503% - 10% = 4.503%).

2. Using the actuarially-determined rate of 5.63%. -
3. Assuming no university contribution.

The fourth valuation was conducted under the assumption that there was no
Optional Retirement Program.

The valuations were based upon the 523 out of 2,000 university employees
who have selected ORP. The results would be changed if more members select
ORP. The unfunded past service liability under each of the valuations was
$647,673,266. The impact upon this liability is illustrated below:

6
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Current Membership with ORP Contrib.

Present Value

Amort. Of

University

Annual

Period Contributions Compensation

Based on Required Rate of 4.503% 35.8
Current Membership with ORP Contrib.
Based on Valuation Rate of 5.63% 35.4
Current Membership with No University 37.3
Contribution on behalf of ORP Members
Full Membership including ORP Members 35.4

7
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Years of
Service

Table 1

Optional Retirement Program

Number of Members

20-25 25-29 30-34 35-39 40-44 45-49 50-54

81 135 72 44
5 27 29 14
3 10 7
3
86 165 114 65
8
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Table 2

Optional Retirement Program
Average Salaries

31433
53098
33605

34035

55-59 OVER 60 Total

37721 36007 27969
59000 i 33883
38999
42329
34035

Years Of ------cceeeena-- R R T
Service 20-25 25-29 30-34 35-39 40-44 45-49
0-4 17826 20249 26449 28686 29990 30735

5-9 24982 31536 33184 35754
10-14 27944 36386 50553
15-19 42329

20-24

25-29 i

30-34

35-39

40-UP

TOTAL 17826 20249 26364 29139 31688 33950

9

Hendrickson, Miller

& Associates, Inc.

34810

40086 36007 29474

ACTUARIAL CONSULTANTS




Table 3

Optional Retirement Program
Annual Salaries In Thousands

Y@ArS Of = oo commme el e
Service 20-25 25-29 30-34 35-39 40-44 45-49 50-54 55-59 QVER 60 Total

0-4 196 810 2142 3873 2159 1352 629 302 144 11607
5-9 125 851 962 501 212 59 2711
10-14 “ 84 364 354 134 936
15-19 127 127
20-24 34 34
25-29
30-34
35-39
40-UP

TOTAL 196 810 2267 4808 3612 2207 1010 361 144 15415
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SECTION IV

ACTUARIAL FUNDING METHOD AND ASSUMPTIONS

The true cost of the Teachers’ Retirement System will be determined by
its future experience. In determining the financial requirement of the
fund, certain assumptions were made as to the expected future experience.
This section summarizes the funding method applied as well as the basic
assumptions used.

Any variations in the actual experience of the fund from those assumed

in this valuation may cause changes in the projected future costs of the
fund. It is therefore necessary that the actuarial assumptions be re-
viewed from time to time with adjustments as experience warrants. It is
also important that regular valuations be performed to determine the
financial effect of variations between the actual and assumed experience.

FUNDING METHOD

The method of funding employed is commonly referred to as the entry
age normal cost method. This method establishes a normal cost of each
fund as well as an unfunded accrued liability. The normal cost is the
level percentage of total salaries required to fund the benefits,
assuming this percentage has been contributed since each member’s
entry into the fund.

The unfunded accrued 1iabi]ity represents the excess of the present
value of total liabilities over the present assets of the fund and
the present value of expected future contributions for the normal cost.

In order to maintain the fund on an actuarially sound basis, the rate of
contribution should be such as to meet the normal cost in addition to
making progress towards the amortization of the unfunded 1iability.

11
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DISCUSSION OF ACTUARIAL ASSUMPTIONS

Mortality Rates

The 1983 Group Annuity Mortality rates for males and females are
appiied to active members and those receiving benefits. The mortality
rates were set back one year to reflect life expectancies of retired
members and two years for active members.

Disability Rates

The disability rates for males and females are based upon the 1983
Disability Table published in the Transactions of the Society of
Actuaries, Volume XXXV, reduced 10% to reflect the more favorable
disability experience of the system.

Retirement Rates

The retirement rates are based upon the past experience of the system and
projected future experience with a trend toward earlier retirements.

]

Withdrawal Rates

Tﬁe withdrawal rates are based upon the experience of the system. These
rates were adjusted as of July 1, 1989 to reflect the reduced rate of
termination among the system’s members.

Future Salaries

The rates of salary increase are based upon a level assumption of 6.5% per
year compounded annually.

12
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Investment Earnings

The net investment earnings rate is assumed to be 8% per year compounded
annually.

Administrative Expenses

The administrative expenses of the system are assumed to be funded by
excess investment earnings.

Termination Benefits

Members terminating with less than five years of service are assumed to
request an immediate withdrawal of their personal contributions with
interest. Members with five or more years of service are assumed to select
the benefits most advantageous to them under the given assumptions.

13
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Mortality Rates

ILLUSTRATION OF ACTUARIAL ASSUMPTIONS

The mortality rates are based upon the 1983 Group Annuity Mortality

Table. The rates shown below are to be set back one year for retired

members and two years for active members. This adjustment reflects the

favorable mortality experience of the system.

Age

25
30
35
40
45
50
55
60
65
70
75
80
85

Deaths Per 10,000 Deaths Per 10,000

Male Members Female Members

5 3

6 3

9 5

12 7

22 10

39 16

61 25

92 42

156 71

275 124

446 240

741 429
1,148 699
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Disability Rates

The disability rates are based upon the 1983 Disability Table, with
rates reduced 10% to reflect favorable disability experience of the
system,

Disabilities per 10,000

Age Active Members
25 1
30 2
35 4
40 7
45 12
50 _ 19
55 41
60 86

Retirement Rates

The retirement ages among members eligible to retire are based upon
the actual experience of the system, and the anticipated experience
from a new provision allowing members to retire with unreduced bene-
fits after completing 25 years of creditable service. The expected
annual rates of retirement among members eligible to retire are shown
below:

15
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Annual Rate of

Age Service Retirement
54 or less 20%
55-59 25
60 30
61 35
62 . _ 45
63 35
64-69 30

Immediate retirement is assumed for members who have attained age 70
or older.

Withdrawal Rates

The withdrawal rates illustrated below reflect the turnover experienced
by the Teachers’ Retirement System.

Annual Rate

Age Of Withdrawal
25 13.78%
30 11.41
35 8.30
40 5.84
45 3.63 /
50 2.43
55 1.80
60 1.33
16
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Future Salaries

The salary increases are based upon an assumption of 6.5% compounded
annually.

Investment Earnings

The annual rate of return is assumed to be 8% for future investment
earnings.

Administrative Expenses

The administrative expenses are assumed to be paid from investment
earnings in excess of the assumed rate of 8%.

Assets

Investments, except mortgages, are valued at amortized book value.
Mortgages are valued at par value. Publicly traded securities are
valued at market value, with gains and losses spread over a 3-year
period to smooth short-term fluctuations.

Premiums and discounts are amortized using the straight-line method
over the life on the securities. An average life of eight years is
used for amortization of mortgage discounts.
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SECTION V

SUMMARY OF BENEFIT PROVISIONS

Optional Retirement Plan

Vesting Period ) Immediate
Benefits Full value of accumulated funds from member
contributions, employer contributions and

investment earnings.

Teachers’ Retirement System

Vesting Period 5 years. No benefits are payable unless the
member has a vested right, except the return
of employee contributions with interest.

Final Compensation Average of highest 3 consecutive years of
earned compensation.

Normal Form of Benefits Life only annuity. A1l benefits cease upon
death; however, in no event will the member
receive less than the amount of employee
contributions with interest.

Normal Retirement Benefits
Eligibility: 25 years of service or age 60.

Benefit: The retirement benefit is equal to 1/60 of
final compensation for each year of service.
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Early Retirement Benefits

Eligibility:

Benefit:

Death Benefits

Eligibility:

Benefit:

Disability Benefits

Eligibility:

Benefit:

5 years of service and age 50.

The retirement benefit is calculated in the
same manner as described for normal retire-
ment, but the benefit is reduced 1/2 of 1%
for each of the first 60 months early and
3/10 of 1% for each of next 60 months early.

5 years of service.

The death benefit is equal to 1/60 of final
compensation for each year of service accrued
at date of death with an actuarial adjustment
based on the relation of the member’s age at
death to the beneficiary’s age. A monthly
benefit of $200 is paid to each child until
age 18. In addition, a lump sum benefit of
$500 is paid upon the death of an active or
retired member.

5 years of service.

The disability benefit is equal to 1/60 of
final compensation for each year of service
accrued at date of disability. The minimum
benefit is 1/4 of the final compensation.
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Withdrawal Benefits

Tax Sheltered Annuity

Contributions

With less than 5 years of service, the
accumulated employee contributions with
interest are returned. With more than 5
years, the member may elect a refund of
contributions with interest, or may leave the
contributions and interest and retain a
vested right to retirement benefits.

The Teachers’ Retirement Sysfem sponsors a
tax-deferred annuity program for the benefit
of its members. The policies of this program
have been established in accordance with the
guidelines set by the Internal Revenue Ser-
vice. The benefits provided by this program
are determined solely by the value of the
member’s account (voluntary contributions
plus interest) using actuarial tables pro-
vided by the Retirement Board.

Employee: 7.044% of compensation

Employer: 7.459% of compensation

20

Hendrickson, Miller
& Associates, Inc.

ACTUARIAL CONSULTANTS



IL.

III.

“aia il OIALL AUM‘N«

EXHIBIT No___ 3
M

e Qv -7,

TESTIMONY OPPOSING SB 289
DEPARTMENT OF ADMINISTRATION

——

— 2/91

. Statewide Classification and Pay Act.

The purpose of this bill is to exempt the Librarian position from this Act.
Although the bill does not address pay, the effect will be to enable the State
Library Commission to provide pay rates and raises above and beyond those
provided in the statewide pay matrix. The Act was passed in 1973 to bring order,
equity, fairness and consistency to the state’s pay practices.

Exempting a position from the general policy-setting provision is really not the
issue since the state’s policies are minimum standards necessary to comply with
state and federal laws. The Library Commission will have to replicate these
minimum standards.

Problems with the Classification and Pay Act.

Past legislatures have purposely compressed and frozen the state salary ranges in
order to save costs. Consequently, the salary ranges for the grade levels are well
below the market, especially for professional salaries.

Because of compression and freezes, managers cannot reward employees with pay
increases.

Turnover rates are now high and recruitment problems are severe and often
require pay exceptions.

The state’s pay system is deteriorating into a hodgepodge of exceptions and
exemptions. '

Problems with Exemptions to the Act.

Each new exemption encourages others. This trend will send us back to pre-1973
pay practices, when salaries were based on each individual agency’s funding source
and management style and the state was not paying equal pay for similar work.

Exemptions are not fair to other managers who do not have resources or authority
to seek exemptions.

SB289.LAE -1-



Exemptions single out an occupation for special treatment. This is demoralizing
and unfair to the rest of the state workforce. What makes the positions on this
list in 2-18-103, M.C.A., more important than the Prison Warden, the Historical
Society Director, the Executive Directors of the retirement boards, the Superinten-
dent of the State Hospital, the Chief Medical Examiner, the Executive Secretary
of the Board of Livestock?

Iv. Enact a Comprehensive Solution for All Employees.

The administration opposes continuing to address chronic pay problems through
exemptions and exceptions for a select few employees.

We strongly urge that the legislature address all state employees’ pay in a
comprehensive manner and adopt a rational philosophy for state pay practices.
Such a philosophy was developed by the State Employee Compensation Committee,
which recommended that the state adopt a market-based pay philosophy and
establish pay ranges that reflect the market. The Committee’s recommended
philosophy was adopted by the Governor and is in HB509.

In summary, the Department of Administration urges you DO NOT PASS SB289. For
more information call Laurie Ekanger, State Personnel Division, 444-3871.
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SENATE-SIT. .MIN.
EXHIBIT NO. 6/
DATE R ~AS5—F/

Amendments to Senate Bill No. 264 B“£ﬂ0~.éiéideué:£L__.

First Reading Copy

Requested by Sen. Fritz
For the Committee on State Administration

Prepared by David S. Niss
February 14, 1991

1. Title, lines 4 through 8.

Strike: "“PROVIDING" on line 4 through "LIABILITIES" on line 8
Insert: "DIRECTING THE LEGISLATIVE AUDITOR TO DETERMINE THE VALUE
OF PAST SERVICE LIABILITY OF TEACHERS RETIREMENT SYSTEM

MEMBERS OF THE MONTANA UNIVERSITY SYSTEM"

2. Title, line 9.
Strike: "SECTION 19-21-203, MCA; REPEALING"

3. Title, line 10.
Following: "AN"
Insert: "“IMMEDIATE"

4., Pages. 1l and 2.

Strike: everything following the enacting clause

Insert: "Section 1. Section 19-21-111, MCA, is amended to read:
"19-21-111. Actuarial investigation to determine unfunded

past service liability compared to contributions required. (1) on

June—36—1990—the—teachers'-—retirement—boeard-—shall-make—an

H - = 1 & spe = o = 1 3 H S3iinsey ‘—“

=am+ , The legislative auditor shall,/in cooperation with the

~ teachers' retirement board and the board of regents, determine azzhzzawduuq?
Wh’

the dollar value of past service liability of active, inactive 2

and retired teachers' retirement system members of the Montana
university system as compared to contributions required of the
Montana university system on behalf of teachers' retirement

system members pursuant to 19-4-605. The beard legislative
auditor shall report its his findings to the 52nd 53rd

legislature.

(2) If the valuation determines that the percentage
contribution established in 19-21-203(2) (b) has an adverse effect
on the amortization of the unfunded liability, then the board of
regents shall pay an additional sum over a period of 40 years to
rectify the adverse effect.
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(3) Changes in the teachers' retirement system occurring
after July 1, 1987, that create additional unfunded liabilities
may not be considered in the valuation, and the board of regents
may not be required to pay any additional sum on that account
except to the extent that those changes benefit members of the
teachers' retirement system who are employees of the Montana
university system.

(4) If the valuation determines that the board of regents
is paying an amount in excess of that needed to amortize the
unfunded liability, the teachers' retirement board shall credit
the board of regents for the excess payments. The board of
regents shall credit the active participants in the optional
retirement program with the excess payments."

. NEW SECTION. 8ection 2. {standard} Effective date. [This
act] is effective upon passage and approval."
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SENATE STATE ADMIN.
EXHIBIT NO.___ 4

DATE 2 — /5 -9/

BILL NO._S /3 264

Amendments to Senate Bill No. 264
First Reading Copy

Requested by Sen. Fritz
For the Committee on State Administration

Prepared by David S. Niss
February 14, 1991

1. Title, lines 4 through 8.

Strike: "PROVIDING" on line 4 through "LIABILITIES" on line 8
Insert: "DIRECTING THE LEGISLATIVE AUDITOR TO DETERMINE THE VALUE
OF PAST SERVICE LIABILITY OF TEACHERS RETIREMENT SYSTEM

MEMBERS OF THE MONTANA UNIVERSITY SYSTEM"

2. Title, line 9.
Strike: "SECTION 19-21-203, MCA; REPEALING"

3. Title, line 10,
Following: "AN"
Insert: "IMMEDIATE"

4. Pages 1 and 2.

Strike: everything following the enacting clause

Ingert: "Section 1. Section 19-21-111, MCA, is amended to read:
"19-21-111. Actuarial investigation to determine unfunded

past service liability compared to contributions required. (1) 6n

FJunme—365—19%0—the—teachers'—retrrement—board—shati—make—an

programs The legislative auditor shall, using independent
actuarial assistance as necessary and in cooperation with the
teachers' retirement board and the board of regents, determine
the dollar value of past service liability of active, inactive
and retired teachers' retirement system members of the Montana
university system as compared to contributions required of the
Montana university system on behalf of teachers' retirement
system members pursuant to 19-4-605. The board legislative
auditor shall report its his findings to the 52md 53rd
legislature.

(2) If the valuation determines that the percentage
contribution established in 19-21-203(2)(b) has an adverse effect
on the amortization of the unfunded liability, then the board of
regents shall pay an additional sum over a period of 40 years to

1 SB026402.ADN



.rectify the adverse effect.

(3) Changes in the teachers' retirement system occurring
after July 1, 1987, that create additional unfunded liabilities
may not be considered in the valuation, and the board of regents
may not be required to pay any additional sum on that account
except to the extent that those changes benefit members of the
teachers' retirement system who are employees of the Montana
university system.

(4) If the valuation determines that the board of regents
is paying an amount in excess of that needed to amortize the
unfunded liability, the teachers' retirement board shall credit
the board of regents for the excess payments. The board of
regents shall credit the active participants in the optional
retirement program with the excess payments."

NEW SECTION. Section 2. {standard} Effective date. [This
act] is effective upon passage and approval."

2 SB026402.ADN



SENATE COMMITTEE

SENATE STATE ADMIN.

"ROLL CALL VOTE

EXHIBIT NO
DATE__2 5 =P/

Date 245 — P/

STATE ADMINISTRATION Bl oS B 2L 7

52st LEGISLATIVE SESSION

Bill No._ 2 8;‘2 Time 42 ;Ql_cg' |

YES NO

NAME

Chairman Eleanor'Vaughn AX
a

Vice Chairman Bob Pipinich X

Senator

John Anderson

'Senator

Chet Blaylock

Be he

Senator

James Burnett

Senator

"Bill" Farrell

> K

Senator

Harry Fritz

Senator

Bob Hockett

<[>

- Senator

Jack "Doc" Rea

Senator

Bernie Swift

_Aﬁ;@‘/ﬁ/m

Dolores Harris

Secretary

Motion: 'jf”gzi{dﬁ — oy T o izé?éézg;£23944

Chairman Eleanor Vaughn
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52st LEGISLATIVE SESSION ‘ i
Date_ R — 5— Bill No._S 427 Time /// 95
NAME YES NO

Chairman Eleanor Vaughn

Vice Chairman Bob Pipinich

<

Senator John Anderson

~Senator Chet Blaylock

"Senator James Burnett

Senator "Bill" Farrell

B e g

Senator Harry Fritz

Senator Bob Hockett

. Senator Jack "Doc" Rea

X =

Senator Bernie Swift

/@/M/a@@

Sécretary

Dolores Harris Chairman Eleanor Vaughn
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TESTIMONY BEFORE THE SENATE STATE ADMINISTRATION COMMITTEE

LIOYD WALLIN, MEMBER
MONTANA STATE LIBRARY COMMISSION

FEBRUARY 15, 1991

Madam Chairman, members of the committee, for the record, my name

is Lloyd Wallin. I serve as a member of the Montana State Library
Commission. I am here today to speak in support of Senate Bill 289

to remove the position of State Librarian from the state

classification and pay plan.

The Montana State Library is the policy-making body for the Montana
State Library.  As such, it has among its responsibilities,
according to section 22-1-102 of the Montana Codes Annotated, and

following:

The commission shall employ as its executive officer a
librarian, who is a graduate of an accredited library
school and is not a member of the commission, for such
compensation as the commission considers adequate
The State Librarian serves, "at the will of the commission." At
the heart of Senate Bill is the question of whether or not the
Commission indeed has the power to set the level of compensation
for its executive officer. It would appear, from an attorney
. general's opinion from 1984 that the state's pay plan, which was
passed subsequent to the statutes concerning the powers of the
State Library Commission, takes precedence unless the position of
State Librarian is specifically exempted. That is what Senate Bill
289 does, by listing the position in section 2-18-103 MCA which

exempts specific officers and employees from the classification and

pay plan.



Thank you for your time today. As a representative of the State

Library Commission, I urge your support of Senate Bill 289.



51st Legislative Session

STATE ADMINISTRATION COMMITTEE

PROXY VOTE
— < A
I, Senator :j ers.e Qm )[;Z do hereby

grant my proxy vote to Chairman Vaughn or Secretary Harris as
follows:
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MOTION
Do Pass
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Do Not Pass
Yes No

Indefinitely Postponed
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Tabled
Yes No
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SERATE STANDTNG COMMITTEE REPORT

Page | of 1
February 15, 1991

MR. PRESJDENT:

We, your committee on State Nminigsteation having had under
congideration Senate Bill No. 289 (firgt reading copy -- white),
respectfully report that Senate 8ill Na., 289 do not pass.

.4f.‘ ‘ ‘/! v",.
- i/ .
Signed: _‘“’/ I v e < ‘1‘\«—"“
Eleanor Vaughn, Chairman

3512225C.8)1



SENATE STANDING COMMITYTRE REPORT
; Page 1 of 1
Fehruary 1%, 1991

MR. PRESIDENT.

We, vour committee on State Adminlstrvation having had under
considevation Senate Bill NHo. 243 (first reading copy ~-- white),
respectfully report that Senate Rill No. 243 do not pass,

/ ”
T i / i )
:‘T’ j q n Q d : e ‘—4:».['-“ wod ettt A _~‘;.’{.:,’;.(".~"—1{;' 1‘”/‘

Eleanor Vaughn, Chajrman
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d. Coord.
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Sec, ©¢f Senate
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SENATE STARDING COUMMYITTREE REPORT
Page 1 of 1
Fehruary 15, 1991
MR. PRESIDENT.
We, your committee on State Administyation having had undsr

consideration Senate Bill No. 301 (firzt reading copy -- white),
regpectfully report that Sepate Bill No., 301 do pass,

v ; "‘”’ g 7 ‘ &
Sigoned: o (lAaiea. W__‘;'."dﬁ!gﬁjéiim-«-“_.m
Eleanor Vaughn, Chairman

-~ /‘,::“ <7
LA < d

/ﬂhﬁf Coord.
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Sec. of Senate
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. PRELIMINARY

SENATE STANDING COMHITTRER REPORT

FPage 1 of 1
February 15, 1991

MR. PRESIDENT:

We, yvour committee on State Administration having had under
consildaration the Governor’'s appointments in the attached Senate
Resolution No, 4 (first reading copy - white), respectfully
report that said appointments he confirmed hy the Senate and that
the attached Senate Resolution No. 4 he adopted.

/

. / )
T /"‘/' ‘.,/v") .
Signeds o e g, Al

Eleanor Vaughn, Chalrman

==/ 5-7/
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Sec. of Senate
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SENATE STANDING COMMITTEE REPORT
Page 1 of 2
February 1%, 1991
HR. PRESIDENT:

We, your commpittee on State Adwminigtration having had under
considevation Senate Bil) Ho. 264 (fivst reading copy -~ white),
respectiully report that Senate Bill NHo. 264 bhe amended and as 8o
amended do pase:

1. Title, lines 4 through 8.

Strike: "PROVIDING" on line 4 thanugh "LIABILITIES” on line 8
Insert: "RIRECTING THE LRGISLATIVE AUDTITOR TO DRTERMINE THE VALUR
OF PAST SRRVICE LIABILITY OF 'CEACHERS BRETIREMENT SYSTEH

MEMBERS OF THERE MONTAN2 UNIVERSLITY SYSTEM™

2. Title, line 9.
Strike: "SECTION 19-21-203, HCA: UREPRALING"

3. Title, line 10.
Following: "AN"
Insert: "IMMEDIATE"

4. Pages 1 and 2,
Strike: everything following the enacting clange
Ingsert: "Section 1. Section 19 21-111, MCA, is amended to read:

"19-21-111. Actuarial investigation to determine unfunded
past _service liability compared to contribubjons _required. (1) on
Fure—30 1 93— the—teachers - r et renent--board--shati—mwake—or
retuarinl--tnvesttgation—of ~the-tencheret—retiTenent-—aystenr—to
determine—the-past-rorviee -antanded- tabibitoy--of-aettve;
frmactive;—and-rettred-nembern -af the-Hontar untverstty-syatem:-
The-vaturatton-maet—determrinre the-of feot-on—-the-amortteratton—of
the—unfumded-tiabhtitty-of--tteem  tenchwes - ratirement—esyeten—couned
by-prreans-etectitng-to-partictpate dne threoptional--retdrewent:
program— The legislative auditor shall, using independent
ggggggig} asgsigtance_as._ newnssaty and tn eooperation with the
teachers' retirement board i ward of regents, d@termine
the _dollar value of paﬂww_> lLHbillLy of active, inactive
and rﬁtixod 1oavher"'wggglkqmgpgwﬂy stom mnmbors of the Montansa
unlvnx =ity sY } nutlihntiour anutred of the
Montana univntsitymsa m_on_bet ;,uf fﬂachor Lntirément
gystem mﬂmberg _pursuant, . a9 A5 .
auditor shall veport 4t hig Iindinq" to thn Hnn& g;«g
1egislatuxe

(2) If the valuation determines Lhat the percentage
contribution established in 19-21-282(2)Y(h) hag an adverse effect
on the amortization of the uwnfunded lTiablility, then the hoard of
regente shall pay an additional sum over a period of 40 years to
rectify the adverse effect

3512265C. 84914



Page 2 of 2
February 15, 1991

{(3) Changeg in the teachers’ retirement system occurring
after July 1, 1987, that c¢reate additional unfunded liabilities
may not he considered in the valuation, and the board of regents
may not be reqguired to pay any additional sum on that account
except. to the extent thal those changag henefit mambers of the
teachers’ retirement system whe are employees of the Montana
university systen.

(4) Tf the valuation determines that the board of regents
is paying an amount in excess of that needed to amortize the
unfunded liability, the teachers’ rebtirement board shall credit
the board of regentsg for the excess payments. The hoard of
regents shall credit the active participants in the optional
retirement program with the excesns payments.,”

NEW _SECTION., Section 2. {standard} Effective date. [This
act] is effective upon passage and approval.”
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