
 

 

 
 

                        REGULAR MEETING 
 

   PUBLIC EMPLOYEES' RETIREMENT BOARD 
 

July 8, 2010 
 
 
President John Nielsen called the regular meeting to order at 8:30 am Thursday, July 8, 2010. Roll 
call was taken with all members of the Board present. Board members and staff present were: 
 
  
 John Nielsen, President 

Terry Smith, Vice President 
 Darcy Halpin, Member 

Patrick McKittrick, Member 
Scott Moore, Member 

Dianna Porter, Member 
Timm Twardoski, Member 

Roxanne Minnehan, Executive Director 
Melanie Symons, Chief Legal Counsel 
Ursula Hatfield, Executive Assistant 

 
 

OPEN MEETING 
 
Beth Long and Perry Christie, Great-West Retirement Services; Jason Baker, Ed Cleary, Doug 
Neil, and Rick Ryan members of the Montana State Firefighter’s Association; Don Kinman, 
AFSCME Member; Tom Schneider, MPEA; Clifford Sheets, MBOI; and Patricia Davis, Member 
Services Bureau Chief; Renae Justice, Internal Auditor; Diann Levandowski, Assistant Fiscal 
Services Bureau Chief; Barb Quinn, Fiscal Services Bureau Chief; and Julie Reardon, Disability 
Examiner; joined the meeting. 
 
 
Public Comment on any subject of interest not on the Board agenda.  No comments were 
given.   
 
 
MINUTES OF OPEN MEETING 
 
The minutes of the open meetings of June 10, 2010 were presented.      
    
 
Motion:  Ms. Dianna Porter moved to approve the minutes of the June 10, 2010 PERB Regular 
Open Meeting. 
 
Second:  Ms. Darcy Halpin   
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No public comment. 
 
Vote:  7/0  
 
 
Physician’s Introductions – Dr. Mitgang 
 
Ms. Reardon introduced Dr. Mitgang as the Board’s neurosurgeon consultant for our disability 
cases.   
 
Dr. Mitgang received a Bachelor’s Degree in Biological Science from John Hopkins University 
and his Master’s Degree from Fiskars School of Medicine from the University of Chicago.  He has 
practiced in Illinois, New York, California, Idaho, and the US Army.  He currently works for the 
Montana Disability Determination Services.   
          
 
Board of Investment (BOI) Update – Clifford Sheets 
 
Mr. Sheets previously updated the Board at the March PERB meeting.  Mr. Sheets informed the 
Board on recent market trends.  The market changed dramatically during the second calendar 
quarter.  The stocks peaked April 23, 2010.  They declined 15% from April 23, until the end of the 
quarter.  The PERS numbers through May 31, 2010 were provided, Fiscal Year to Date 14.81%.  
Mr. Sheets estimates 12.5% to 13% rate of return for the fiscal year. 
 
Mr. Sheets stated that BOI staff has recommended not investing in Hedge Funds.  The BOI will 
consider other commodities such as timberland and inflation linked bonds (TIPS) at their August 
meeting.                
 
Mr. Sheets opined the economic recovery remains intact – consumption is weak but there is 
contained improvement.   
 
PIMCO Update 
 
Mr. Rick Fulford, PIMCO’s Executive Vice President, was unable to attend the July PERB 
meeting. 
 
 
EXECUTIVE DIRECTOR’S REPORT – Roxanne Minnehan, Executive Director 
 
EIAC Recommendations – Patricia Davis 
 
The Employee Investment Advisory Council (EIAC) meets four times a year.  One of its main 
duties is to evaluate the investment alternatives with Wilshire, the investment consultant.  
Investments not meeting the criteria in the investment policy statements (IPS) are discussed.  EIAC 
then makes recommendations to the Board to place/continue the investment on review status or 
probation status or to terminate the investment alternative.  EIAC recommended the following:     
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Revise Board Policies 
 
BOARD Admin 11 – 401(a) Investment Policy Statement & BOARD Admin 12 – 457 Investment 
Policy Statement 
 
Revise the Investment Policy Statements (IPSs) to allow a one-step process for fund termination 
and replacement.  The replacement of funds has been a two step process.  EIAC would recommend 
termination.  If the Board agreed, then the Investment Consultant would do a fund search and bring 
results back to EIAC.  A recommendation would go to the Board for action.  EIAC recommended 
termination and replacement happen in one step to be more fiduciarially responsive to participant 
needs when a fund is underperforming.  Staff recommended that IPSs clearly state the process.    
 
Motion:  Vice President Terry Smith moved the Board approve revisions to BOARD Admin 
Policy 11 & 12. 
 
Second:  Mr. Scott Moore 
 
No public comment. 
 
Vote: 7/0 
 
 
Discontinue Funds  
 
EIAC recommended termination of the Mangers AMG Essex Small/Micro Growth from the 457 
and the 401(a) fund line up and remove Principle Investors International Growth Inst from the 
401(a) fund line up.  These funds are no longer in compliance with the PERB’s Investment Policy 
Statements.     
 
 
Managers AMG Essex Small/Micro Growth (457 & 401(a)) 
 
This fund was added September 5, 2006.  During the September 30, 2009, fund review Wilshire 
recommended probation for the fund and it has remained on a probation status since that time.  
This fund has lagged the benchmark for the past several quarters and has underperformed for the 
one year, 3-year and 5-year time periods.  In addition, the funds borderline Sharpe Ratio, and the 1- 
& 2-star Morningstar ratings do not meet the state’s minimum requirements.   
 
Motion:  Vice President Terry Smith moved the Board accept the EIAC recommendation to 
remove Managers AMG Essex Small/Micro Growth from the 457 and 401(a) fund choices.   
 
Second:  Mr. Pat McKittrick 
 
No public comment. 
 
Vote:  7/0   
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Principle Inv International Growth Inst (401(a)) 
 
The fund was added to the 401(a) on October 8, 2008 and has been in a watch or probation status 
since the December 2008 quarterly review.  The fund’s 3-year Sharpe ratio is below the category 
mean and the 1- & 2-star Morningstar ratings do not meet the state’s minimum requirements.   
 
 
Motion:  Vice President Terry Smith moved the Board accept the EIAC recommendation to 
remove Principle Investors International Growth Inst from the 401(a) fund choice.   
 
Second:  President John Nielsen 
 
No public comment. 
 
Vote:  7/0 
 
 
Addition of New Funds 
 
Wilshire Consultant Michael Schlachter evaluated five Small Cap Growth managers who met the 
following criteria:  1) Mutual Funds open to new assets, 2) Morningstar rating above three stars, 3) 
no significant historical style drift, 4) outperformance of the Russell 2000 Growth Index for the 3 
and 5 year ending April 30, 2010, 5) Sharpe Ratio greater than the Russell 200 Growth Index for 
the 3 and 5 year ending April 30, 2010, 6) minimum track record of five years, 7) minimum fund 
member tenure of three years, 8) minimum of 75 holdings in the portfolio, 9) minimum of $100 
million in product assets as of April 30, 2010 and 10) no front-end load or deferred load.   
 
Wilshire further evaluated the funds on organization, information, forecasting, portfolio 
construction, implementation, and attributions.  Fidelity Small Cap Growth had the highest 
qualitative score and is the replacement fund recommended by EIAC.   
 
Fidelity Small Cap Growth Mutual Fund (457 & 401(a)) 
 
Vice President Smith disagreed with EIAC’s decision.  The expense ratio Fidelity Small Cap 
Growth Fund has 1.08% expenses; Vanguard Small Cap Growth Fund has 0.28%; 80 basis points 
less than Fidelity.  The three year and five year; Vanguard beats Fidelity.   
 
 
Motion:  Vice President Terry Smith moved the Board reject EIAC’s recommendation to add 
Fidelity Small Cap Growth Mutual Fund, but add the Vanguard Small Cap Growth Fund.     
 
Second:  Mr. Timm Twardoski 
 
Mr. Schneider suggested sending the issue back to EIAC for more do more research.  The message 
the Board would be sending could result in the EIAC not making a recommendation in the future.  
They may feel the Board is going to do what they want, so why waste their time.     
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Ms. Symons also expressed concern what message this will send to the EIAC.   
 
Vote:  6/1, President Nielsen voted nay    
 
 
Vanguard Total International Stock Index Mutual Fund (401(a)) 
 
 
Motion:  Vice President Terry Smith moved the Board add Vanguard Total International Stock 
Index Mutual Fund to 401(a) plan. 
 
Second:  Mr. Timm Twardoski 
 
No public comment. 
 
Vote:  7/0 
 
 
Approve Education Seminars by Great-West Retirement Services – Patricia Davis 
 
MPERA staff has been working with Linda Ulrich, Great-West Retirement Services (GWRS) 
regarding the education/communication program for both defined contribution plans.  At the June 
PERB meeting, Ms. Ulrich presented the goals and objectives of the program.  Currently, GWRS 
is providing the “Financial Fitness” presentation to our members.  There is a need for more, 
targeted education.  Staff would like GWRS to provide additional presentations from their 
repertoire.   
 
Motion:  President John Nielsen moved the Board approve the Great-West Retirement Services 
presentations presented to the Board at the June 10, 2010 meeting. 
 
Second:  Mr. Scott Moore 
 
No public comment. 
 
Vote:  7/0 
 
 
Rule Notice of Adoptions – Melanie Symons 
 
The Board previously approved the rule notice for the 457 and 401(a) Plan Documents, Investment 
Policy Statements and Pooled Trust.  No comments were received.  The next step is approval of the 
notice of adoption of the rules. 
 
Motion:  Vice President Terry Smith moved to approve the Notice of Adoption and Administrative 
Orders adopting by reference the 457 Plan’s Investment Policy Statement and Plan Document, the 
401(a) Defined Contribution Investment Policy Statement and Plan Document and the Pooled 
Trust for both plans.  
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Second:  Ms. Dianna Porter 
 
No public comment. 
 
Vote: 7/0 
 
Informal Consideration – Request for late filing of Annual Certificate, VFCA, West Valley 
VFD – Diann Levandowski 
 
Annual Certificates are due September 1 of each year following the fiscal year end.  The Annual 
Certificate certifies that the members listed were members for the entire fiscal year period and 
received a minimum of 30 hours of instruction during that fiscal year.  The members then receive 
one year of service credit for retirement.  The Board may accept late annual certificates if the 
support documentation accompanies the request.  The West Valley Anaconda Volunteer Fire 
Department requests the Board’s consideration of its amended FY 2007 Annual Certificate listing 
four members not appearing on the original filing.  The Annual Certificate was signed by the Fire 
Chief and notarized.   
 
Motion:  Mr. Pat McKittrick moved the Board approve staff recommendation; the four members, 
Jim Bjornemo, Bill Calhoun, John Kopp, and Ronald Sanders, of the West Valley VFD receive a 
year of credit for the late filed FY2006-2007 VFCA Annual Certificate. 
 
Second:  Ms. Dianna Porter 
 
No public comment. 
 
Vote:  7/0 
 
  
Out of State Travel Authorization – IIA Training, Boston, MA, July 26-31 – Renae Justice 
 
The Board authorizes all out of state travel.  This training is included in the Board approved FY 
2011 Budget.        
 
Motion:  Vice President Terry Smith moved to approve travel authorization for Ms. Renae Justice 
to attend IIA Training, Beginning Auditor Tools and Techniques, in Boston, MA. 
 
Second:  Mr. Pat McKittrick 
 
No public comment. 
 
Vote:  7/0 
 
 
NAGDCA Annual Conference – Board Attendees 
 
At the June Board meeting, the Board approved three staff and two Board members to attend the 
National Association of Government Defined Contribution Administrators, Inc.  The conference 
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will be held in Philadelphia, September 11-15.  The Board decided Ms. Halpin will attend and 
possibly President Nielsen or Ms. Porter. 
 
 
Board Education – Legislative Process Overview – Melanie Symons/Roxanne Minnehan 
 
Article VIII, section 15 of the Constitution of the State of Montana requires the Public Employees’ 
Retirement Board to act as a fiduciary of the retirement system participants and their beneficiaries.  
That fiduciary responsibility requires the Board to balance several different issues as it considers 
proposed legislation including, but not limited to:  1) The Constitutional requirement that the funds 
be actuarially sound (Article VIII, 15 Montana Constitution);  2) The statutory requirement that the 
Board regularly review the sufficiency of benefits and make recommendations to the legislature on 
how changes could enable members and their beneficiaries to maintain a stable standard of living 
(Section 19-2-403(9), MCA); and 3) The statutory requirement that the retirement plans remain 
qualified under the applicable Internal Revenue Code provisions (Section 19-2-1010, MCA), to 
which the members have a constitutional right under the contract clause. 
 
The Board has directed staff how to testify during the past legislative sessions.  The Board’s 
lobbyists are Ms. Minnehan and Ms. Symons.  The lobbyists testify in support, opposition or just 
give the Committees information when instructed to remain neutral.     
 
 
Public Relations Campaign Discussion – John Nielsen 
 
At the March Board Retreat, staff and the Board discussed the importance of Public Relations.  
Some ideas discussed were: 1) hire an outside consultant or 2) add this duty to a member of staff.  
The Board felt this is too important and time consuming to add this duty to our over-taxed staff.  
The Board discussed again the pros and cons of hiring an outside consultant to field questions and 
help educate the public via newspaper and/or TV news casts. 
 
The Board discussed finding a retired investigative reporter to write some newspaper articles or 
editorials to counter act the negative misguided public perception of public pension plans.  A 
couple of contacts were provided to staff.  Mr. Schneider noted that the Department of Labor has a 
newsletter entitled, “Main Street”.  They might include an article on public pension impact to the 
economy.   
 
They also discussed researching the best way to get our information out to the public and our 
members that would also be cost effective.  One idea brought to the table was a newsletter.  Staff 
informed the Board a newsletter is sent out quarterly to our members.  The discussion then turned 
to educating the public and our State Legislatures.  Staff voiced concern that this may not be 
perceived publicly in a positive light, due to economic conditions and the Governor requesting the 
departments to make budget cuts.       
 
 
Verbal Update – SAVA – Roxanne Minnehan 
 
Ms. Minnehan attended the SAVA meeting held June 24 – 25, 2010.  SAVA requested Cheiron to 
cost the alternative plan designs for PERS.  1) The Board’s proposed without the increase in 
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contributions and 2) The Money Purchase Plan costs.  Once they receive the proposed by Buck, 
SAVA will determine what is the best route to take.  Buck Consultants gave an in-depth 
presentation of a MPP for TRS and a brief presentation of a Money Purchase Plan for PERS.  The 
employee contribution is currently 6.9%; the employer rate would remain at 7.17% but the amount 
deposited into the employees account would 6.9% of salary.  The remaining employer contribution 
would stay in the fund.  The MPP depicted PERS members working 40 years to earn a benefit 
currently received after 30 years.   
 
SAVA passed the PERB’s General Revisions Bill, VFCA Rewrite Bill and the Working Retiree 
Bill on for bill draft request.  No action was taken on the PERB’s funding bills for PERS, 
GWPORS and SRS.  No action was taken on stakeholder proposals. 
 
Mr. Tom Bilodeau, MEA-MFT, spoke against the Board’s proposal for PERS.  Stating that the 
proposal would decrease highest average compensation by 3¾%, only need an employer increase 
in contribution rate over six years with a one-time 1% increase for new hire contributions.  Mr. 
Bilodeau also suggested SAVA leave PERS funding issue to PERB as HB659 did not require a 
redesign for PERS.            
 
Mr. Dave Boyer summarized his report addressing “salary spiking”.  Mr. Boyer concluded that 
although salary spiking probably occurs it is rare and difficult to document due to termination pay, 
overtime pay and planned increases to pay.  He defined “salary spiking” based on historical 
legislative increases and determined what would be “abnormal increases/decreases.”  Senator Joe 
Balyeat disagreed stating any increase in salary is salary spiking.  Sen. Balyeat suggested PERB 
consider capping salary increase in determining HAC.    
 
Senator Dave Lewis requested input from SAVA member for budget eliminations.  He stated there 
is a $400million gap, due to revenues being $200million lower than anticipated and other items 
included one-time stimulus money.  Sen. Lewis also stated there will be no tax increases. 
 
 
Verbal Update – GFOA Conference – Barbara Quinn/ Diann Levandowski 
 
Ms. Quinn and Ms. Levandowski attended the GFOA Conference held June 6-9 in Atlanta, 
Georgia.   
 
Ms. Levandowski informed the Board of the sessions she attended.  She attended accounting and 
auditing sessions:  1) Government Auditing Update, 2) Convergence of International Audit, 3) 
Auditing Standards Clarity Project, 4) Forthcoming Changes to Government Auditing Standards, 
5) Applying Committee of Sponsoring Organizations of the Treadway Commission, 6) Getting 
with the Program – A Systematic Approach to Accounting of Capital Assets, 7) General Session, 
8) Accounting and Auditing Year-end Review, 9) OPEB Saga Continues, and 10) Latest 
Implementation Guidance for GASB.  
 
Ms. Quinn attended a fiduciary responsibility session, which she presented to the Board.  Mr. 
Michael VanOverbeke and Mr. Greg Smith presented this during the conference.  A fiduciary was 
defined as a person having the character of a trustee; one who has a duty to act for another’s 
benefit.  Fiduciaries that breach their responsibilities shall be personally liable for any losses to the 
plans which they administer and shall be subject to other equitable or remedial relief, including 
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removal from their positions.  Always act in the best interest of the plan participants and 
beneficiaries.  Ensure that decisions are fair and that such fairness is well documented.  Retain 
independent advisors and consider them the experts.  Avoid self-dealing at all cost.   
 
Mr. Smith spoke about what Colorado did to retirement.  Colorado cut benefits across the board, 
including retirees.  Colorado’s plan was shutting down.  Colorado is currently under litigation for 
cutting benefits.        
              
 
Verbal Update – NAPPA Conference – Melanie Symons 
 
Ms. Symons attended the NAPPA Conference held June 22-25, in Asheville, NC.  She informed 
the Board of the sessions she attended.  The sessions were similar to the account sessions during 
the GFOA Conference.  She attended: 1) Contract Rights, 2) Defined Benefit Determinable Right, 
3) Collective Bargaining Problem, 4) Tax Hot Topics, 5) Update on the Cycle C filing, 6) Foreign 
Bank and Financial Act, 7) Internal Control, 8) Employment Law, and 9) GASB Issues.       
            
 
Verbal Update – Litigation – Melanie Symons 
 
Ms. Symons updated the Board on the Crossman and Butori et al vs. PERB case.  The attorney for 
the claimants is not responding to the scheduling order.  Ms. Symons is going to file a motion to 
dismiss or a summary of judgment on the statute of limitations.       
 
 
Verbal Update – Board Committees 
 
Mr. Smith scheduled an Audit Committee meeting to convene immediately following the August 
PERB meeting. 
 
Mr. Moore scheduled a Policy Committee meeting Wednesday, July 21 at 9 am.   
 
Ms. Porter bill be scheduling a Legislative Committee meeting for after August 17 SAVA meeting. 
 
 
Verbal Update – Executive Director – Roxanne Minnehan 
 
Staffing 
 
Ms. Mary Ann Sutton resigned, staff has posted the Legal Counsel position; it closes July 12, 
2010. 
 
Ms. Ann Nydam, Data Entry Processor, last day is July 15.  Staff has received two in-house 
applicants.       
 
Ms. Veena Kasarla, DC Account, has requested a part-time schedule due to personal reasons.   
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Ms. Donna Coman, Retiree Database Manger, is retiring in November, 2010.  Staff is working on 
getting this position posted so Ms. Coman may work with and train the new hire. 
 
Other Business 
 
Ms. Minnehan explained MPERA has web design, re-engineering and imaging committees staffed 
and busy.  
 
Ms. Minnehan updated the Board on the issue with the retiree pay delay.  She explained that our 
staff creates a file and forwards it to Department of Administration (DOA).  The DOA then 
processes it through the ACH system.  The file was not picked up for ACH because DOA staff did 
not expect the file on that day due to a misunderstanding.  Direct deposit members did not receive 
their monthly benefit until the following day.  Staff is working with the DOA to ensure this does 
not happen again.  Staff also worked with the banks, asking they waive any penalties for it was not 
the members fault.          
 
 
Next Board Meetings 
 
August 12, 2010 
September 9, 2010 
 
 
SAVA Committee Meetings 
 
August 17, 2010 
September 13, 2010 
 
 
The following portion of the meeting relates to matters of individual privacy. The Board 
President determined that the demands of individual privacy clearly exceed the merits of 
public disclosure. As such, this portion of the meeting will be closed. 
 
CLOSED MEETING 
 
 
Reconvene of open meeting 
 
  
Motion:  Ms. Darcy Halpin moved to approve the minutes of the June 10, 2010 PERB Regular 
Closed Meeting with corrections. 
 
Second:  Mr. Timm Twardoski 
 
No public comment. 
 
Vote:  7/0 
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Finalized Service Retirements Disability Benefit Payments – Patricia Davis 
 
Motion:  Vice President Terry Smith moved to approve the Finalized Service Retirement/Disability 
Benefit Payments with addendum. 

 
Second:  Ms. Dianna Porter 
 
No public comment. 

 
Vote:  7/0  
 
 
ADJOURNMENT 
 
There being no further business before the Board, President Nielsen adjourned the meeting, at 
approximately 2:40 pm. Next regular meeting will be Thursday, August 12, 2010 at 8:30 am.  
 
 
 
 


