
 

 

 
 

                        REGULAR MEETING 
 

   PUBLIC EMPLOYEES' RETIREMENT BOARD 
 

August 12, 2010 
 
 
President John Nielsen called the regular meeting to order at 8:30 am Thursday, August 12, 2010. 
Roll call was taken with all members of the Board present; Mr. McKittrick attended the BOI 
meeting in the morning. Board members and staff present were: 
 
  
 John Nielsen, President 

Terry Smith, Vice President (via telephone) 
 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, Great-West Retirement Services; Brock Hill, State Street Bank; Rick Fulford, PIMCO; 
Jill Hindoien, MRPEC; Mike O’Connor, AMRPE; Jason Baker, Kevin Bentz, Ed Cleary, Dax 
Fraser, Doug Neil, George Richards, and Rick Ryan members of the Montana State Firefighter’s 
Association; Tom Schneider, MPEA; Don Kinman, AFSCME Member; and Patricia Davis, 
Member Services Bureau Chief; Renae Justice, Internal Auditor; and Barb Quinn, Fiscal Services 
Bureau Chief; 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 July 8, 2010 were presented.      
    
 
Motion:  Ms. Dianna Porter moved to approve the minutes of the July 8, 2010 PERB Regular Open 
Meeting. 
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Second:  Mr. Timm Twardoski   
 
No public comment. 
 
Vote:  6/0, Mr. McKittrick was excused.  
 
 
Physician’s Introductions – Dr. Bateen 
 
Dr. Robert Bateen received his Bachelor of Arts in Psychology from Montana State University in 
1965.  In 1968, he received his Master of Education in Guidance and Counseling from Montana 
State University.  In 1973, he received his Master of Arts in Psychology from the University of 
North Dakota and in 1975 his Doctor of Philosophy in Clinical Psychology.  He completed his 
Clinical Internship at Norfolk Regional Center, Norfolk, NE; in 1974 through 1975. 
 
Dr. Bateen’s credentials are as follows:  1) Montana License in Psychology number 71 
continuously since 1975, 2) Diplomat in Clinical Psychology awarded in 1984, 3) Fellow of the 
Academy of Clinical Psychology since 1996 and 4) Associate Commissioner’s Award. 
 
Dr. Bateen has conducted psychological evaluations for the Compensation and Pension Unit at 
Fort Harrison VAMC, adolescent psychological evaluations for Riverside Youth Correctional 
Facility and assists in treatment and placement.  He is currently conducting mental reviews for the 
State Retirement Fund and mental reviews for the Disability Determination Service.  Dr. Bateen 
has been PERB’s consultant since 1996.          
          
 
PIMCO Update – Rick Fulford, Executive VP 
 
PIMCO is MPERA’s bond managers for our Stable Value Fund.  They manage portfolios 
according to approved guidelines and report performance statistics.  PIMCO’s expertise spans all 
asset classes to provide effective solutions to meet investor needs.  Montana falls in the Fixed 
Income Intermediate asset class.      
 
Mr. Fulford updated the Board on the Stable Value and Core Bond portfolios.  The Stable Value 
portfolio has 225 million separate account investments.  These are benchmarked to the Barclays 
Intermediate Government Credit Index and have customized guidelines to meet stable value wrap 
provider’s (Aegon) requirements.  The Core Bond portfolio has $7 million PIMCO Total Return 
Fund investments.  These are benchmarked to the Barclays Capital US Aggregate Index with full 
discretion guidelines.   
 
Stable Value is the most popular investment option among 401(k) plan participants and Stable 
Value has provided competitive returns.  The synthetic guaranteed investment contracts (GIC) 
wrap capacity is at an all-time low.  Many providers are not writing new contracts, some are not 
accepting additional assets and others have completely left the business.  Insurance company 
separate accounts are a viable alternative to synthetic GICs.   
 
Aegon has tightened PIMCO’s guidelines as of January 1, 2010.  This required PIMCO to 
liquidate a number of securities that were no longer compliant.  PIMCO’s key objective was to 
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maximize MPERA’s portfolio value and not be a forced seller of securities into illiquid markets.  
PIMCO agreed to a restructuring schedule with Aegon and is in compliance.               
 
      
State Street Bank-Kansas City Update – Brock Hill, VP  
 
Mr. Hill gave the Board an overview of State Street Bank.   
 
State Street Bank was founded in 1792.  State Street Bank is a global leader in specialized research 
and trading in foreign exchange market, equities, fixed income, derivatives and money market 
products.  They hold more than $14 trillion of volume traded in 2009 across all asset classes.  Their 
assets currently under management are $1.95 trillion.  They are one of the world’s largest manager 
of institutional assets serving more than 2,700 institutional clients and are solely focused on 
serving institutional investors.   
 
Mr. Hill explained what State Street Bank does for the Board: 1) They monitor and report cash 
balances, 2) calculate daily cash available for clients and Investment Managers, 3) process 
transactions on systems, 4) monitor the trade through settlement, 5) monitor and process corporate 
actions impacting investments held, 6) reconciliation of income and verification of receipt, 7) 
expense reconciliation and payments when applicable, 8) calculate daily and/or monthly account 
value. 9) maintain asset positions across settlement locations, 10) reconciliation of assets between 
accounting and custody records, 11) research and resolve any open receivables for the client and 
12) claims processing and monitoring.    
        
 
 
Aegon – Bradie Barr (via telephone), VP 
 
Ms. Barr explained the definition of book-value.  Book-value means the value at which an asset is 
carried on a balance sheet.  Book-value includes principle plus interest.  To calculate, take the cost 
of an asset minus the accumulated depreciation.  Aegon, through its insurance entity, Monumental 
Life Insurance Company, provides a book-value wrap.  This guarantees the participants in this 
stable value funds will always receive a book-value payment for the contributions they make into 
the fund.  The actual assets are held in trust for the State of Montana and those assets are managed 
by PIMCO.  The investment decision and investment performance is the responsibility of PIMCO.  
In order to provide the book-value wrap Aegon has its own investment guidelines associated with 
the wrap contract limits some of the risk between the book-value and the market-value.  Aegon’s 
risk in this product is the difference between the book-value and the market-value.   
 
Principal safety is achieved through 0% crediting rate floor guarantee, which allows the plan to 
benefit from market upswings while remaining insulated from dramatic short-term declines.  The 
wrap provider achieves stable returns to the plan by applying a crediting rate to the portfolio that 
amortizes market gains and losses over the life of the contract.  The result is a smooth, stable return 
to plan participants, regardless of market fluctuations.  At the contract’s maturity, the portfolio’s 
market returns and crediting rate returns converge, assuring a total pass-through of actual market 
returns to the plan.  Participant-initiated benefit withdrawals are guaranteed at book value, 
regardless of the market value of the underlying portfolio.  The wrap issuer bears the risk that the 
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market value of all portfolios’ performing securities may be insufficient to meet the total book-
value benefit payments.            
 
 
EXECUTIVE DIRECTOR’S REPORT – Roxanne Minnehan, Executive Director 
 
Stable Value – Clarification Amendment to Group Trust – Melanie Symons 
 
The IRS reviewed MPERA’s Pooled Trust document and recommended an amendment to the 
document for Internal Revenue Code compilation purposes.  Specifically, the Service requested the 
document make clear that participation in the pooled trust is limited to employer and pension 
sharing trusts, and eligible governmental plan trusts or custodial accounts under 457(b).  MPERA’s 
457(b) Deferred Compensation plan and MPERA’S 401(a) Defined Contribution plan meet these 
qualifications.  Therefore, MPERA’s tax counsel, ICE Miller, recommended the Pooled Trust 
document be amended to clarify that it limits participation in the pooled trust to qualified trusts. 
 
The Pooled Trust is adopted by reference through Administrative Rules of Montana (ARM) 
2.43.5104.  Therefore; that rule must be amended to reference the latest Pooled Trust document.   
 
Staff recommended the Board approve the proposed amendment to the State of Montana Public 
Employees Pooled Trust and authorize MPERA staff to file a Notice of Proposed of ARM 
2.43.5104 once the IRS approves the proposed amendment with one change. 
 
Motion:  Vice President Terry Smith moved the Board uphold staff recommendation and approve 
the proposed amendment to the State of Montana Public Employees Pooled Trust and authorize 
MPERA staff to file a Notice of Proposed of ARM 2.43.5104 once the IRS approves the proposed 
amendment with one change. 
 
Second:  Ms. Darcy Halpin 
 
No public comment. 
 
Vote:  6/0, Mr. McKittrick was excused. 
           
 
Rule Notices – Melanie Symons 
 
Staff has several items in various stages of the rule-making process.  
 
Notice of Proposed Amendment – Adopt Group Trust by Reference 
 
The Notice of Proposed Amendment is to adopt the amended State of Montana Public Employees 
Pooled Trust by Reference.      
 
Motion:  Vice President Terry Smith moved the Board adopt the amended State of Montana Public 
Employees Pooled Trust by Reference. 
 
Second:  Ms. Dianna Porter 
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No public comment. 
 
Vote: 6/0, Mr. McKittrick was excused. 
 
 
Notice of Proposed Amendment – DC Investment Policy Statements 
 
Employee Investment Advisory Council (EIAC) recommended and the Board agreed at its July 
2010 meeting to revise the 457 Deferred Compensation and the 401(a) Defined Contribution plans’ 
Investment Policy Statements to permit the Board’s investment consultant to include a search for 
replacement funds when determining whether to recommend termination of a particular fund. 
 
Since the Investment Policy Statements are adopted by reference through Administrative Rules of 
Montana (ARM) 2.43.3502 and 2.43.5102, those rules must be amended to reference the latest 
Investment Policy Statements. 
 
Staff recommended the Board approve the proposed rule amendments to ARM 2.43.3502 and 
ARM 2.43.5201 and approve submittal to the Secretary of State’s office.     
 
Motion:  Vice President Terry Smith moved the Board approve the proposed rule amendment to 
ARM 2.43.3502 and ARM 2.43.5201 and approve submittal to the Secretary of State’s office. 
 
Second:  President John Nielsen 
 
No public comment. 
 
Vote:  6/0, Mr. McKittrick was excused. 
 
 
Notice of Adoption – BOARD Admin 09 & 10 Polices – Update Actuarial Assumptions and 
Methods & Actuarial Equivalence Option Factor Determination 
 
The Board’s actuary, Cheiron, recommended and the Board agreed at its June 2010 meeting to 
revise two Board policies:  BOARD Admin 09 – Actuarial Valuation Assumptions and Methods; 
and BOARD Admin 10 – Actuarial Equivalence Option Fact Determination.  The revisions reflect 
changes suggested by the 2010 experience study and past investment earnings.  Since the two 
policies are adopted by reference through Administrative Rules of Montana (ARM) 2.43.1306, that 
rule must be amended to reference the most recent policies. 
 
A Notice of Proposed hearing was issued June 24, 2010.  The hearing was scheduled for July 15, 
2010.  No one attended.  Comments regarding the proposed rule amended were due by July 23, 
2010.  The only comments received questioned the meaning the changes and why notice was being 
received.  Those comments have been addressed in the following Notice of Adoption.   
 
Staff recommended the Board approve the proposed rule amendments to ARM 2.43.1306 and 
approve submittal to the Secretary of State’s office.        
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Motion:  Ms. Dianna Porter moved the Board approve the proposed rule amendments to ARM 
2.43.1306 and approve submittal to the Secretary of State’s office.   
 
Second:  Ms. Darcy Halpin 
 
No public comment. 
 
Vote:  6/0, Mr. McKittrick was excused. 
 
 
Relocation Expenses for Proposed New Hire – Roxanne Minnehan  
 
Staff has completed interviews for the legal position.  Staff would like the Board to authorize up to 
$5,000 for relocation expenses.  The previous Board wanted to review these situations on a case by 
case basis.  This amount is not included in the FY 2011 approved budget.  The Board has 
authorized $5,000 in relocation expenses in the past.   
 
The Board agreed they would like to continue reviewing these on a case by case basis.  They also 
discussed having the successful candidate sign an agreement or commitment to work for MPERA 
for a set amount of time.  They discussed six-months and one-year agreements.    
 
Motion:  Ms. Dianna Porter moved the Board authorize up to $5,000 for relocation expenses for 
legal counsel new hire. 
 
Second:  Mr. Scott Moore 
 
Mr. O’Connor agreed that the Board should ask for a commitment due to this being a large amount 
of money coming out of the trust find.   
 
The Board recommended an agreement of one-year. 
 
Vote:  6/0, Mr. McKittrick was excused.   
 
 
Proposed Legislation - Management Team  
 
State Administration and Veterans’ Affairs (SAVA) Committee voted to sponsor the: 1) General 
Revisions Bills, 2) VFCA Rewrite and the 3) Working Retiree Bill.  The funding bills do not 
currently have a sponsor.  Management Team has discussed that it may be very difficult to obtain a 
sponsor due to the request for increased funding.  Staff suggested the Board have an alternate 
proposal; else, SAVA could propose other legislation.     
 
Ms. Minnehan, Ms. Quinn and Ms. Symons updated the Board on any changes made to the bill 
drafts.  The deadline is September 15, 2010, for completed bill drafts.  Staff also discussed possible 
bill sponsors.  The next SAVA meeting, Cheiron, will be present to report on the cost of the money 
purchase plan and the Board’s plan amendments without increased funding.   
 
No action was taken at this meeting. 
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FYE 2010 Budget Report – Barbara Quinn 
 
FY 2010 has come to a close.  Ms. Quinn provided a final report.  82.94% of the budget was 
expended over all programs.  Staff did very well in controlling costs while accomplishing many 
projects this fiscal year.  Salaries are paid through June 30, 2010.  Personal services were expended 
at 87%, other services 88%, supplies and materials are 72%, communication 40%, travel 49%, rent 
97%, repairs and maintenance 8% and other expenses 74%.                       
 
 
Budget – Database Replacement  
 
The Defined Benefit Retirement Plans (DBRP) are capped in statute at 1.5% of benefits paid.  The 
DBRP came under that allowable cap by approximately $1.1 million during FY 2010.  Staff 
proposed they set aside $1.1 million for the purposes of replacing the current database.  
Replacement alternatives are estimated at $10 to 20 million.  Staff would like to start setting 
money aside as well as seek assistance from the Budget Office to fund this project.    
 
The Board voiced concern that this may not be a long-term fix.  They also agreed that the system 
needs updated, but would like for staff to research it further and the possibility of doing something 
similar with the DCRP administrative funds.  They would like for staff to also look into leasing 
options.    
 
Ms. Symons stated Ms. Quinn has done some research due to it being able to be footnoted.   
 
Mr. McKittrick asked could the Legislature request the money be used for other items, projects or 
possibly funding issues.  Ms. Quinn explained this money cannot be used for something other than 
pension purposes.    
 
Motion:  President John Nielsen moved to postpone budget – database replacement until 
September’s PERB meeting.   
 
Second:  Ms. Darcy Halpin 
 
Vote:  7/0 
 
 
Conference Report – IIA Training – Renae Justice 
 
Ms. Justice attended the IIA Training, Beginning Auditor Tools and Techniques in Boston, MA, 
July 26-31, 2010. 
 
She learned some risk assessment techniques.  A case study of a complete audit, was studied-
applying some new techniques.  She learned about auditing software; this is something 
management is looking into with the re-engineering project.   
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Litigation Verbal Update – Melanie Symons 
 
Ms. Symons updated the Board on the Crossman and Butori et al vs. PERB case.  The petitioners’ 
attorney had not appeared at the scheduling hearing.  Ms. Symons filed a Motion for Summary 
Judgment, the hearing examiner then filed a scheduled order until March 2011.  Mr. Dick, VFCA 
attorney, filed a Motion for Summary Judgment; Ms. Symons has until August 20, 2010, to reply.   
 
She also updated the Board on the Garry Seaman case.  Mr. Seaman Petitioned for Judicial Review 
in Polson, MT.          
 
 
Board Committee Verbal Updates – Committee Chairs 
 
Audit Committee – Terry Smith 
 
A meeting is scheduled directly after the August PERB meeting. 
 
Legislative Committee – Dianna Porter 
 
A meeting will be scheduled Wednesday, Thursday or Friday next week to discuss the SAVA 
meeting held on Tuesday. 
 
Personnel Committee – Darcy Halpin 
 
No updates given. 
 
Policy Committee – Scott Moore 
 
Met July 21, 2010, after the special closed PERB meeting.  They discussed the Board’s 
Governance Principles, these will be brought to the full Board at September’s meeting.   
 
Joint Issues Committee – John Nielsen 
 
No updates given. 
 
 
Executive Director Verbal Update – Roxanne Minnehan 
 
Staffing 
 
Interviews for the attorney position were held, August 2-3.  Four applicants were interviewed.  
Two interviewees withdrew before the decision was made.  The position was offered then 
declined.  The interview panel will meet later to discuss how to proceed.   
 
The Data Processing position was filled in-house.  Ms. Roberta Scow started Monday, July 26, 
2010. 
 
This leaves the DC Accounting Technician position open. 
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Ms. Minnehan reported the DC Accountant has resigned.  Ms. Veena Kasarla’s last day is August 
13, 2010.  She is relocating to Orlando, FL.    
 
 
Board Education – Legislative Process Overview – Melanie Symons/Roxanne Minnehan 
 
The education item was the second installment for Board member orientation.  Staff provided 
information on the individual retirement systems and their administrations.     
   
 
Next Board Meetings 
 
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 July 8, 2010 PERB Regular 
Closed Meeting. 
 
Second:  Ms. Dianna Porter 
 
No public comment. 
 
Vote:  7/0 
 
 
Motion:  Mr. Scott Moore moved to approve the minutes of the July 21, 2010 PERB Special 
Closed Meeting. 
 
Second:  Mr. Timm Twardoski 
 
No public comment. 
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Vote:  7/0 
 
 
Finalized Service Retirements Disability Benefit Payments – Patricia Davis 
 
Motion:  Mr. Timm Twardoski moved to approve the Finalized Service Retirement/Disability 
Benefit Payments with addendum. 

 
Second:  President John Nielsen  
 
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, September 9, 2010 at 8:30 am.  
 
 
 
 


