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)
)
)
)
)
)
)
)
)
)
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REQUEST FOR PRODUCTION NO. 17: Please produce for copying and

inspection all documents and tangible things which Defendants intend to rely upon as
exhibits at the trial of this matter.

RESPONSE: See Defendants’ Lay Witness and Exhibit List. The applicable
legislative history is as accessible to Plaintiffs as to Defendants. The resumes for

witnesses for the State have not been obtained yet, but will be provided when obtained.
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REQUEST FOR ADMISSION NO. 35: Please admit that in the May 14, 2013

letter from Governor Steve Bullock (attached as Exhibit A), Governor Bullock stated his
opinion that the amendment to HB 454 which resulted in a reduction of the GABA is a
“likely unconstitutional amendment.”

RESPONSE: Objection, the letter speaks for itself. See K.C.R. v. County of L.A.,
2014 U.S. Dist. LEXIS 98278, 2014 WL 3433925 (C.D. Cal. July 14, 2014) (“requests
for admission that ‘simply restate sentences’ from a previously authenticated document
are ‘unreasonably duplicative and cumulative’”) {(quoting Van Wagenen v. CONRAIL,
170 F.R.D. 86, 87 (N.D. N.Y. 1997). Defendants admit that the partial quote is accurate.

REQUEST FOR ADMISSION NO. 36: Please admit that on May 6, 2013

Governor Steve Bullock signed HB 454 which included the amendment to reduce the
GABA.

RESPONSE: Admit.

REQUEST FOR ADMISSION NO. 37: Please admit that at the time Governor
Steve Bullock signed HB 454 on May 6, 2013, he believed that the amendment to HB
454 reducing the GABA was likely unconstitutional.

RESPONSE: Objection, this request calls for a legal opinion. Additionally the
Governor was sued in his official capacity, not individual capacity, and thus his personal
beliefs are irrelevant. To the degree this request refers to the May 14, 2013 letter, see
objection to RFA No. 35.

REQUEST FOR ADMISSION NO. 38: Please admit Governor Steve Bullock

could have vetoed HB 454.
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RESPONSE: Admit that the Governor has the constitutional authority to veto
bills.

INTERROGATORY NO. 27: This Interrogatory is directed only at Defendant

Governor Bullock. Please state all facts which led to your opinion in your May 14, 2013
letter to Mr. Wrigg, attached as Exhibit A, which states the amendments to HB 454
reducing the GABA are a “likely unconstitutional amendment.”

ANSWER: Objection, Plaintiffs have asked more than the 50 interrogatories
provided for by Mont. R. Civ. P. 33(a)(1). Interrogatory No. 22 asked that Defendants
“set forth fully for each request and with specificity the factual basis for your refusal to
unqualifiedly admit” any request for admission. Interrogatory No. 22 “should be
construed as containing a [discrete] subpart for each request for admission contained in
the set” and thus each request for admission responded to with “anything other than an
unqualified admission” results in an additional interrogatory. Billings v. Conseco Health
Ins., 2011 U.S. Dist. LEXIS 142486, *5-7,2011 WL 6152029 (W. Dist. Of Ok., Dec. 12,
2011). In your first discovery requests, Plaintiffs propounded 26 interrogatories and 26
requests for admission for which the State provided something other than an unqualified
admission, for a total of 52 interrogatories (counting each RFA separately- some RFAs
asked Defendants to admit entire affidavits, each paragraph of which may be a discrete
subpart).

Additionally, this interrogatory calls for a legal opinion. The Governor was sued
in his official capacity, not individual capacity, and thus his personal beliefs and

opinions are irrelevant.
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INTERROGATORY NO 28: Please identify all non-privileged communications,

written and oral, that Governor Steve Bullock (including any peison in Governor
Bullock’s office, his staff, agents and representatives) made to anyone relating to the
passage, amendment or otherwise related to HB 454. For each communication, please
identify the parties involved in the communication, the date and time to the extent it is
known, and the subject matter of the communication. If any of the communications
identified were written communication, please identify the document including that
communication.

ANSWER: Objection, Plaintiffs have asked more than the 50 interrogatories
provided for by Mont. R. Civ. P. 33(a)(1). See objection to Interrogatory No. 27.

Additionally, this interrogatory is unduly burdensome and vague. There is no way
to search for all communications “written or oral” with the Governor or his staff
regarding HB 454. Further, the requested information is not relevant to the resolution of
the issues in this case. However, without waiving these objections, in an attempt to
provide as much information as possible, Defendants are producing all non-privileged
potentially responsive documents, pursuant to Mont. R. Civ. P. 33(d).

REQUEST FOR PRODUCTION NO. 18: Please produce for copying and

inspection all documents identified in response to Interrogatory No. 28.
RESPONSE: See the Answer to Interrogatory 28 and the attached materials.

REQUEST FOR PRODUCTION NQ. 19: Please produce for copying and

inspection all non-privileged documents, including but not limited to electronically stored

information, originating from and those received by Governor Steve Bullock (including
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his office, staff, agents and representatives) which relate in any manner to HB 454,
RESPONSE: See the Answer to Interrogatory 28 and the attached materials.

REQUEST FOR PRODUCTION NO. 20: To the extent not already provided,

please produce for copying and inspection all non-privileged documents, including but
not limited to electronically stored information, originating from and those received by
Governor Steve Bullock from January 1, 2013 to the present (including his office, staff,
agents and representatives) which discuss or relate to the reduction of the GABA.
RESPONSE: See the Answer to Interrogatory 28 and the attached materials.

REQUEST FOR PRODUCTION NO. 21: To the extent not already provided,

please provide all documents, including but not limited to electronically stored
information, originating from and those received by the Office of Budget and Program
Planning from January 1, 2013 to the present which discuss or relate in any manner to
HB 454.

RESPONSE: See the Answer to Interrogatory 28 and the attached materials.

INTERROGATORY NO. 29: Please identify the author(s) of the handwritten
notes in the documents received by Plaintiffs from the Montana Legislative Services
Division, Senate Finance and Claims Committee records, which are attached hereto as
Exhibit B. Please specifically identify the author of the handwritten notes on the page
that is bates labeled PAGE000049 of Exhibit B which states “Separate section of code
for tier 1, Tier 2 & Tier 3 Set GABA at 1.5% for each Less 0.1% per year for each year

it amortizes over 25 years. No trigger to reinstate.”
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Page S of 7



ANSWER: Objection, Plaintiffs have asked more than the 50 interrogatories
provided for by Mont. R. Civ. P. 33(2)(1). See objection to Interrogatory No. 27.
Notwithstanding the objection, the writing is believed to be that of
Shawn Graham, formerly Operations Manager with the Office of Budget and Program
Planning, now the Executive Director of the Teachers’ Retirement System. His phone
number is 406-444-3134, address is Montana Teachers’ Retirement System, P.O. Box

200139, Helena, MT 59620-0139, and email is sgraham@mt.gov.
™
DATED this 1jth day of September, 2014,

TIMOTHY C. FOX
Montana Attorney General
215 North Sanders

P.O. Box 201401

Helena, MT 59620-1401

o | LIS A

J. STUART SEGREST ’
Assistant Attorney General
As to Objections
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VERIFICATION

Dan Villa hereby declares under penalty of perjury that the following is true and
correct:

That he is an authorized representative of the Montana Budget and Program
Planning Office, that he has read the foregoing, and that the representations are true and
correct to the best of his knowledge.

Dated this %’%%y of September, 2014, at Helena, Montana,

DAN VILLA
Budget Director

CERTIFICATE OF SERVICE
I hereby certify that I caused a true and accurate copy of the foregoing document to
be mailed to:

Mr. Leo Berry
Mr. Chad E. Adams
Ms. Jessie L. Luther
Browning, Kaleczyc, Berry
& Hoven, P.C.
800 N. Last Chance Gulch, Suite 101
P.O. Box 1697
Helena, MT 59624-1697
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Leo Berry

Chad E. Adams

Jessie L. Luther

BROWNING, KALECZYC, BERRY & HOVEN, P.C.

800 N. Last Chance Gulch, Suite 101 R

P.O. Box 1697 |
Helena, MT 59624 ECEIVED

(406) 443-6820

(406) 44b3h-6883 Facsimile SEP - 5 2014
Ieo @bkbh.com
ATTORNEY GENERALS OFFICE
ad{@bkbh.com
Jessm@bkbh com HELENA, MONTANA

Attorneys for Plaintiffs

MONTANA FIRST JUDICIAL DISTRICT COURT, LEWIS AND CLARK COUNTY

ASSOCIATION OF MONTANA RETIRED Case No. DDV-2013-788
PUBLIC EMPLOYEES, RUSSELL WRIGG, '
MARLYS HURLBERT, CAROLE CAREY 1.
EDWARD SONDENO,

Plaintiffs, PLAINTIFFS’ MOTION
FOR SUMMARY JUDGMENT
v,

STATE OF MONTANA, MONTANA PUBLIC
EMPLOYEE RETIREMENT
ADMINISTRATION, PUBLIC EMPLOYEE
RETIREMENT BOARD, GOVERNOR
STEVE BULLOCK, in his official capacity,

Defendants.

COMES NOW, Plaintiffs Association of Montana Retired Public Employees, Russell
Wrigg, Marlys Hurlbert, Carole Carey, and 1. Edward Sondeno, by and through their counsel of
record, Leo Berry, Chad E. Adams, and Jessie L. Luther of the law firm Browning, Kaleczyc,
Berry & Hoven, P.C., and hereby submit this Motion for Summary Judgment. Pursuant to
Moentana Rule of Civil Procedure 56, Plaintiffs move this Court to enter summary judgment in

their favor. A brief in support of this motion is filed concurrently herewith.

1
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DATED this 5™ day of September, 2014.

BROWNING, KALECZYC, BERRY & HOVEN, P.C.

&}W?@/Wﬁ?

Leo
Chad E Adams
Jessie L. Luther

Attorneys for Plaintiffs

CERTIFICATE OF SERVICE

I hereby certify that on the 5™ day of September 2014 a true copy of the foregoing was

mailed by first-class mail, postage prepaid, addressed as follows:

Timothy C. Fox

Michael G. Black

J. Stuart Segrest

Montana Attorney General
P.O. Box 201401

Helena, MT 59620-1401

BROWNING, KALECZYC, BERRY & HOVEN, P.C.

FLAINTIFFS® MOTION FOR SUMMARY JUDGMENT -2

1292802/183.019



1 || Leo Berry }
Chad E. Adams
2 |1 Jessie L. Luther
BROWNING, KALECZYC, BERRY & HOVEN, P.C.
3 || 800 N. Last Chance Gulch, Suite 101
P.O. Box 1697 RECE
4 || Helena, MT 59624
(406) 443-6820 IVED
5 1]1(406) 443-6883 Facsimile SEP -
leo@bkbh.com EP - 5 201
6 || chad@bkbh.com ATTORNEY GENERA
; jessie@bkbh.com Hm' mﬂmﬁm
8 || Attorneys for Plaintiffs
9
10 MONTANA FIRST JUDICIAL DISTRICT COURT, LEWIS AND CLARK COUNTY
11
ASSOCIATION OF MONTANA RETIRED Case No. DDV-2013-788
12 1 PUBLIC EMPLOYEES, RUSSELL WRIGG,
MARLYS HURLBERT, CAROLE CAREY, L
13 |[EDWARD SONDENO,
PLAINTIFFS’ BRIEF IN SUPPORT
14 Plaintiffs, OF MOTION
FOR SUMMARY JUDGMENT
15 V.
16 || STATE OF MONTANA, MONTANA PUBLIC
EMPLOYEE RETIREMENT
17 || ADMINISTRATION, PUBLIC EMPLOYEE
RETIREMENT BOARD, GOVERNOR
18 {| STEVE BULLOCK, in his official capacity,
19 Defendants.
20
21 COMES NOW, Plaintiffs Association of Montana Retired Public Employees, Russell
22 || Wrigg, Marlys Hurlbert, Carole Carey, and I. Edward Sondeno (hereinafter the “Retirees” or
23 || “Plaintiffs™), by and through their counsel, Leo Berry, Chad E. Adams, and Jessie L. Luther, of
24 || Browning, Kaleczyc, Berry & Hoven, P.C., and submit this Brief in Support of Plaintiffs’
25 |1 Motion for Summary Judgment. For the reasons stated herein, summary judgment should be
26 || granted for the Retirees and judgment entered against Defendants State of Montana, Montana
27 || Public Employee Retirement Administration, Public Employee Retirement Board, and Governor
PLAINTIFFS’ BRIEF IN SUPPORT OF MOTION FOR .1 1322768_6/183.019
SUMMARY JUDGMENT




L o v s T = A SV U e o

e o Y I N o = TN - B - - N, I = N . WY - 'S Y N5 -

Steve Bullock, in his official capacity (hereinafter the “State” or “Defendants™), on the Retiree’s
claim of unconstitutional impairment of contract and taking of private property.

INTRODUCTION

Retirees” Complaint seeks to require the State to live up to its end of the contractual
bargain struck with its retired public employees. In Montana, the “public employees” involved
in this action are State, County and City employees that are members of the Public Employee
Retirement System (“PERS”) defined benefit plan'. Specifically, the State adopted a 3%
Guaranteed Annual Benefit Adjustment (“GABA”™). Retirees paid contributions into PERS prior
to retirement, relied upon the 3% GABA in making decisions whether and when to retire, and
some purchased service credit which was valued by the State based upon a 3% GABA. The
State repeatedly represented to its employees that they would receive a 3% GABA. However, by
enacting last minute amendments to HB 454 which took away the 3% GABA from Montana’s
Retirees with no comresponding increase of any kind to benefit the Retirees, the State has shown
it is not going to abide by its contractual obligations. It is a sad day when the State cannot be
trusted to meet its contractual obligations to its own public servants. Fortunately, the United
States and Montana Constitutions protect the Retirees’ contracts with the State and require that
the State continue to pay the 3% GABA which was promised and adopted by the Montana
Legislature.

The State’s actions in stripping away the contractually-owed GABA from these Retirees
violate the Contract Clause of the Montana and United States Constitutions and result in an
unconstitutional taking under Art. I1, §29 of the Montana Constitution. In order to require the
State to live up to its contractual obligations, on October 30, 2013, the Retirees filed their
Complaint. The State filed its Answer on December 19, 2013, Retirees sought a preliminary

injunction which was granted on December 20, 2013, Discovery closes on September 29, 2014.

! For purposes of this Motion for Summary Judgment, PERS refers to the PERS defined benefit plan, uniess
specifically stated otherwise.

PLAINTIFFS* BRIEF IN SUPPORT OF MOTION FOR -2- 1322768_6/183.019
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Based on the undisputed facts, pursuant to Rule 56 of the Montana Rules of Civil
Procedure, Retirees are entitled to summary judgment on their claim for impairment of contract,
The issues to be addressed by the Court are legal issues involving interpretation of the law and
facts that are not disputed. The undisputed evidence shows no genuine issues of material fact
exist, thus, this Court should enter judgment in favor of the Retirees. As demonstrated in this
brief, it is clear the State unconstitutionally impaired the Retirees’ employment and retirement
contracts by reducing the GABA,

STATEMENT OF UNDISPUTED FACTS

Please see the statement of undisputed facts (“SUF”) filed contemporaneously herewith.
ARGUMENT

The GABA is protected under the employees’ and retirees’ contracts with the State for
public service retirement benefits. A reduction in the GABA is a substantial unconstitutionat
impairment of the contract and a taking. The Montana Contract Clause is a fundamental right
found in the Declaration of Rights; therefore strict scrutiny must be applied in analyzing this
claim, The State has the burden to prove that it had a compelling government interest and that
the law is narrowly tailored to achieve such. Here, the State cannot meet this high burden
because the GABA reduction was not narrowly tailored to a compelling interest and there were
several available alternatives to reducing the GABA that would not have infringed on
constitutionally protected rights. The resolution of this issue in the Retirees’ favor will conclude
this case as it resolves all of the issues before the Court.”> Resolution of the Contract Clause
claims in Plaintiffs’ favor will render Plaintiffs’ other claims, with exception of the claim for
attorneys’ fees, moot,

L SUMMARY JUDGEMENT STANDARD.

Montana Rule of Civil Procedure 56 governs this motion for summary judgment. The

purpose of Rule 56 is to “dispose of those actions which fail to raise a genuine issue of material

* Should the Court disagree and find that summary judgment is not appropriate, there may be additionai summary
Jjudgment motions filed on specific issues raised in the Retirees’ Complaint, such as the “1 for 5” service credit
purchase breach of contract and promissory estoppels claims under the Montana and U.S. Constitutions,

PLAINTIFFS’ BRIEF IN SUPPORT OF MOTION EQR -3- 1322768 _6/183.019
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fact, thereby eliminating the burden and expense of an unnecessary trial.” Morales v. Tuomi,
214 Mont. 419, 422, 693 P.2d 532, 534 (1985). Summary judgment should be rendered when
“the pleadings, the discovery and disclosure materials on file, and any affidavits show that there
is no genuine issue as to any material fact and that the movant is entitled to judgment as a matter
of law.” Mont. R. Civ. P. 56(c)(3). “The constitutionality of a statute is a question of law[.]”
Rohlfs v. Kelmenhagen, LLC, 2009 MT 440, § 7, 354 Mont. 133, 227 P.3d 42. The initial burden
rests upon the moving party to show, viewing the factual evidence in a light most favorable to
the non-moving paﬁy, that there is no genuine issue of material fact, See e.g., Roy v. Blackfoot
Telephone Coop., 2004 MT 316, 9 11, 324 Mont. 30, 101 P.3d 301.

Once the moving party has met its burden, the burden then shifts to the non-moving party
to “set forth specific facts showing that there is a genuine issue for trial” and they “must do so
with more than mere denial and speculation.” O/d Elk v. Healthy Mothers, Healthy Babies, Inc.,
2003 MT 167,915, 316 Mont. 320, 73 P.3d 795; Roy, § 11. Evidence offered in opposition to
summary judgment “must be in proper form and conclusions of law will not suffice; the
proffered evidence must be material and of a substantial nature, not fanciful, frivolous, gauzy or
merely suspicious,” Old Elk, q 16. Moreover, only admissible evidence can be considered in
determining whether genuine issues of material fact exist. See Treutel v. Jacobs, 240 Mont. 405,
408, 784 P.3d 915, 917 (1990).

A party opposing summary judgment “may not rely merely on allegations or denials in its
own pleading; rather, its response must - by affidavit or as otherwise provided in [Mont. R. Civ.
P. 56] — set out specific facts showing a genuine issue for trial. If the opposing party does not so

respond, summary judgment should, if appropriate, be entered against that party.” Mont. R. Civ.

P. 56(e)(2).
IL. REDUCTION OF THE GABA VIOLATES THE UNITED STATES AND

MONTANA CONSTITUTIONS.

A. Retirees seek a declaratory judgment that the HB 454 GABA reduction is
unconstitutional and ask the Court to permanently enjoin the State from
implementing the GABA reduction.

PLAINTIFFS’ BRIEF IN SUPPORT OF MOTION FOR -4- 1322768 _6/183.019
SUMMARY JUDGMENT
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Retirees’ Complaint (C.D. # 1) seeks a declaratory judgment under Montana Code
Annotated § 27-8-101 that section 5 of HB 454 which reduces the GABA for current retirees and
employees is a violation of the Contract Clauses of the Montana and United States Constitutions
and is an unconstitutional taking. Retirees also seek a permanent injunction barring the State
from implementing the GABA reduction contained in HB 454.

The purpose of the Uniform Declaratory Judgments Act is to “settle and to afford relief
from uncertainty and insecurity with respect to rights, status and other legal relations.” Mont.
Code Ann, § 27-8-102. The Uniform Declaratory Judgments Act confers on this Court the
“power to declare rights, status and other legal relations whether or not further relief is or could
be claimed.” Mont. Code Ann, § 27-8-101. It is well settled law in Montana that declaratory
procedure is appropriate to determine a constitutional question or determine a constitutional
right. See e.g, MEA-MFT v. McCulloch, 2012 MT 211, 366 Mont. 266, 291 P.3d 1075:
MeGillivray v. State, 1999 MT 3, 293 Mont. 19, 972 P.2d 804; Bd. of Regents v. Judge, 168
Mont. 433, 543 P.2d 1323 (1975).

The United States and Montana Constitutions’ Contract Clauses protect contracts
between private parties, and contracts between a private party and a government entity from
being impaired by any action of a government entity. Mont. Const. Art. II, § 31; U.S. Const.,
Art. I, § 10. The Montana Supreme Court has held that the Montana and Federal Constitutions’
Contract Clauses have “been interpreted as interchangeable guarantees against legislation
impairing the obligation of contract,” making cases interpreting the Federal Contract Clause
instructive in the analysis of Montana’s Contract Clause. City of Billings v. C‘ounty Water Dist.
of Billings Heights, 281 Mont. 219, 227, 935 P.2d 246, 251 (quoting Carmichael v. Workers’
Compensation Court, 234 Mont. 410, 414, 763 P.2d 1122, 1125 (1984) (citations omitted)).

The Complaint (C.D. # 1) alleges other Contract Clause, breach of contract and
promissory estoppel claims, but it is not necessary for the Court to consider those allegations at

this time because the primary issue of whether the Legislature violated the U.S. and Montana

PLAINTIFFS® BRIEF IN SUPPORT OF MOTION FOR -5- 1322768 6/183.019
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Constitutions’ Contract Clauses and committed an unconstitutional taking when reducing the 3%
GABA, if decided in Plaintiffs’ favor, will resolve those claims.
B. The Rule — Contract Clause Analysis,

The Contract Clause is found in Article II of the Montana Constitution entitled
“Declaration of Rights”. Mont. Const. Art. II, § 31. In order to determine whether a
constitutional right has been lost, the Court “must first determine which of the established levels
of scrutiny is appropriately applied: strict scrutiny, middle-tier scrutiny or the rational basis test.”
Montana Cannabis Indus. Ass'nv. State, 2012 MT 201, 16, 366 Mont. 224, 286 P.3d 1161.

The Montana Supreme Court has held that all rights found in Article II are fundamental rights to
which strict serutiny must be applied. Kortum-Managhan v. Herbergers NBGL, 2009 MT 79, 1
25, 349 Mont. 475, 204 P.3d 693; C.D. # 28.

Strict scrutiny is the most rigorous test against the statute and places the burden squarely
on the government to show that the law which is alleged to be unconstitutional “is narrowly
tailored to serve a compelling government interest.” See Montana Cannabis Indus. Ass'n, §16.
The United States Supreme Court has applied strict scrutiny analysis in reviewing Contract
Clause violations where the government is one of the parties to a contract. See e.g., United
States Trust Co. of New York v. New Jersey, 431 U.S. 1, 25-26 (1977) (holding proper test is
whether law is necessary to serve an important public purpose, but also indicating that deference
to the government’s assessment of necessity of the law is inappropriate when its own self
interests are at stake). Notably, the following year the United States Supreme Court extended the
U.S. Trust holding to private contracts in Allied Structural Steel Co. v. Spannaus, 438 U.S. 234
(1978). However, in Energy Reserves Group, Inc. v. Kansas Power & Light Co., 459 U.S. 400
(1983) and Exxon Corp. v. Eagerton, 462 U.S. 176 (1983), the Court abrogated the strict scrutiny
analysis in cases involving impairment of contracts between private partics. The Supreme Court
has never retreated from its application of strict scrutiny to cases where impairment of public

contracts is alleged and as such U.S. Trust is applicable here.

PLAINTIFFS” BRIEF IN SUPPORT OF MOTION FOR -6- 1322768 6/183.019
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Strict scrutiny application of the three-part test to analyze a Contract Clause claim is: (1)
whether the legislation is a substantial impairment to the contract; (2) whether the State has a
compelling governmental purpose for the law; and (3) whether the law is narrowly tailored to
serve the compelling governmental interest. See Kortum-Managhan, 2009 MT 79 at § 25, 204
P.3d 693; City of Billings, 281 Mont. 219 at 227-28, 935 P.2d 246 at 251.

The Mentana Contract Clause cases between private parties and government entities
predating the Kortum-Managhan holding applied a heightened scrutiny analysis specifically
noting that “a heightened level of scrutiny applies when a governmental entity is a party to the
contract.”™ Cify of Billings, 281 Mont. at 229, 935 P.2d at 252; U. of Hawaii Prof. Assembly v.
Cayetano, 183 F.3d 1096, 1107 (9" Cir. 1999). The City of Billings court phrased this
heightened scrutiny three part test in other words as: (1) whether the legislation is a substantial
impairment to the contract; (2) whether the State has a significant and legitimate purpose for the
law; and (3) whether the law imposes reasonable conditions which are reasonably related to
achieving the legitimate and public purpose. City of Billings, 281 Mont. at 227-28, 935 P.2d at
251. Retirees suggest there is no real difference in the strict scrutiny analysis cited in Kortum-
Managhan and City of Billings given the context of City of Billings and specifically the court’s
discussion of heightened scrutiny therein. In any event, the strict scrutiny analysis has been
applied in federal Contract Clause cases including U.S. Trust and University of Hawaii, which
are controlling precedent for Retirees’ claims that the GABA reduction violated the United
States Constitution’s Contract Clause.

Moreover, when the government is a party to the contract it is alleged to have impaired,
such as in this case, a higher level of scrutiny applies to its actions. City of Billings, 281 Mont. at
229,935 P.2d at 252; U. of Hawaii Prof. Assembly, 183 F.3d at 1107. This is especially true
when considering impairment of financial terms of contracts. The United States Supreme Court
explained in U.S. Trust, that “[i]f a state could reduce its financial obligations whenever it
wanted to spend money for what it regarded as an important public purpose, the Contract Clause

would provide no protection at all.” U.S. Trust Co., 431 U.S. at 29. This more stringent standard
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requires that “Defendants bear the burden of proving that the impairment was reasonable and
necessary because ‘[tJhe burden is placed on the party asserting the benefit of the statute only
when that party is the state.”” U. of Hawaii Prof. Assembly, 183 F.3d at 1106; see also Buckman
v. Montana Deaconess Hosp., 224 Mont, 318, 730 P.2d 280 (1986) (requiring the State to prove
a “significant public interest” before impairing rights under the Workers’ Compensation Act,
which is “based on contract theory.”). The “higher level of scrutiny”, strict scrutiny, is the
standard that is applicable here and it properly places the burden on the state to demonstrate, at

the very least, the necessity of the reduction in the GABA to satisfy a compelling governmental
purpose.

C. The State’s Actions Reducing the GABA in HB 454 Violate the Montana
and United States Constitutions,

1. Retirees have a contract with the State to receive the GABA as part of
their retirement benefits.

In analyzing a contract clause claim, the existence of a contract must first be shown, U.S.
Trust Co., 431 U.S. at 17 n. 14,91 S.Ct. at 1515. Montana law provides that retirement benefits
“are payable pursuant to a contract as contained in statute. The contract is entered into on the
first day of a member’s covered employment and may be enhanced by the legislature.” Mont.
Code Ann. § 19-2-502 (emphasis added). “An employee’s contractual pension expectations are
measured by benefits which are in effect not only when employment commences, but which are
thereafter conferred during the employee’s subsequent tenure,” Betfs v, Bd. of Administration,
21 Cal.3d 859, 866, 582 P.2d 614, 619 (1978); see also Fields v. Elected Officials’ Retirement
Plan, 234 Ariz. 214, 320 P.3d 1160, 27 (2014) (“benefits are calculated as of the time he began
employment and any beneficial modifications made during the course of his employment™) citing
Thurston v. Judges’ Ret. Plan, 179 Ariz. 49, 51, 876 P.2d 545, 547 (1994) (“when the
amendment [to retirement benefits] is beneficial to the employee or survivors, it automatically

becomes part of the contract by reason of the presumption of acceptance™). SUF f 26.
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The Retiree’s contract for retirement benefits with the State is codified in Title 19,
Chapters 2 and 3 of the Montana Code Annotated, and the GABA is one of the contractual
obligations the State has agreed to pay to the Retirees, SUF 4 17-18, 24-27. The contract right
protecting retirement benefits does not allow benefits to be diminished, but benefits may be
enhanced. Betrs, 21 Cal.3d at 866, 582 P.2d at 619; Fields, 234 Ariz. at 927,320 P.3d at § 27.
The State argued at the preliminary injunction hearing that the GABA is not part of the Retirees’
“benefit” as defined in Mont. Code Ann, § 19-2-302(10), but provided no legal authority to
support that position. The definition provides that a “benefit” is “the service retirement benefit,
early retirement benefit, or disability retirement benefit or survivorship benefit payment provided
by a defined benefit retirement ptan.” Jd. at § 19-2-302(10)(a). The statute establishing the
GABA provides: “on January 1 of each year, the permanent monthly benefit payable during each
preceding January to each recipient who is eligible . . . must be increased by the applicable
percentage ....” Id at § 19-3-1605(1).

The Retiree’s contract was enhanced in 1997 with the passage of HB 170 creating the
GABA. SUF 24. This legislation clearly intended that the GABA apply to the retirement
benefits of retired public employees. SUF §25. The HB 170 Statement of Intent provides the
purpose of the GABA is “to guarantee a minimum level of annual benefit increases for retired
members and their contingent annuitants or survivors under each of the statewide public
employee retirement systems {including PERS, and] . . . to address the erosion of retirement
benefits caused by inflation.” /d. The Statement of Intent further ensured that retirement
benefits for retired members would not be impaired because “the GABA [will} be substituted for
other benefits in cases in which the GABA is as valuable or more valuable to members,” SUF b
26. A significant purpose in enacting the GABA was to enhance retirement benefits to provide
retirees with a stable source of income as the vatue of the dollar decreased over time and to
restore the purchasing power of the original retirement benefit. SUF 9 25-26, Ex. 18 at M 7-8.

The GABA is not a cost of living adjustment (“COLA”). The GABA, unlike a COLA, is
not simply an adjustment for cost of living increases, but applies irrespective of any tie to cost of
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1 j|living increases to provide a guaranteed increase in the amount of the benefits paid. The State

2 || published materials informing PERS members that “[t]he GABA is not tied to inflation, but

3 || gives you and your family some inflation protection!” SUF ] 61. The GABA cannot be
excluded from the definition of “benefit,” as it is part of the calculation used to determine the
benefits payable to public employees. By contrast, a COLA is generally based upon the increase

in inflation where the benefit is increased by the lower of a specific percentage or inflation.

4
5

6

7 || When the GABA was created and increased to 3%, it was set at a specific percentage and not

8 |[tied to any inflation indexes. SUF 4§ 24, 27. Even the name of the contract enhancement was
9 || carefully considered to make clear that the guaranteed annual benefit adjustment would be

O || guaranteed over the life of the retiree. SUF {f 61, Ex. 2, § 12. The State repeatedly reinforced
11 |jthat “[t|he GABA ensures a 3% increase in your benefit from the previous year” in handbooks,
12 1| workbooks, presentations, letters, and annual statements it supplied to PERS members. SUF
13 || 9961 — 63, Exs. 25, 26, 27.

14 In determining whether the formula establishing benefit increases after retirement was
I5 || itself a benefit and protected under a state constitution pension clause, the Arizona Supreme

16 || Court looked to “the history behind the provision, the purpose sought to be accomplished by its
17 || enactment, and the evil sought to be remedied.” Fields, 234 Ariz. at 122, 320 P.3d at § 22

18 || (internal quotations and citations omitted). Based on the history of the provision, the Court

19 || determined that the benefit increases were included in the term “benefit” because the statute

20 || establishing the increases provided “that eligible retired members are entitled to receive [a]

21 || permanent benefit increase in their base benefit.” Id, at 23 (internal quotations and citations
22 || omitted, emphasis in original). Similarly, this Court noted that “[t]he GABA does not change the
23 || definition of “benefit;” it merely applies an enhancement to those benefits.” C.D. # 18 at p. 9
24 || Defendants try to artificially segregate the GABA increase from the Retirees’ “benefit”,

25 || However, the 3% GABA increase each year is applied to the “benefit” which includes the prior

26 ||years’ increases. The benefit includes the GABA increases. The State’s argument is a

27 || distinction without a difference.
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Public employee retirement cases from other states have held that COLAs are not part of
a public employee’s contract and may be reduced or eliminated, but those cases are
distinguishable based upon the specific language of each respective state’s pension statutes. A
few of these cases are discussed below. This Court has already been briefed® on the Maine case
where the court held the COLA reduction was not unconstitutional because Maine’s statute
expressly excluded the COLA from its identified list of solemn contractual provisions, and the
statute provided that any non-solemn provisions could be reduced or eliminated. Maine Ass 'n of
Retirees v. Board of Trustees of the Me. Pub. Employees Ret. Sys., 954 F.Supp.2d 38, 51, 2013
WL 3212360, *10 (D.Me. June 24, 2013).

The Washington Supreme Court reversed summary judgment in favor of public
employees that the repeal of uniform cost of living adjustments (“UCOLA™) was an
unconstitutional impairment of the retired public employees’ contracts. Washington Edu. Assn.
v. Washington Dept. of Ret. Sys., __P.3d __, 2014 WL 3970240. The Court concluded there was
no contract right to the UCOLA because the statute creating the UCOLA “could not have been
more explicit in reserving the power to amend the UCOLA statute and disclaiming any grant of
contractual rights.” Id. at *6. The statutory language provided: “The legislature reserves the
right to amend or repeal this section in the future and no member or beneficiary has a contractual
right to receive this postretirement adjustment not granted prior to that time.” Jd. at *2 (internal
quotations and citations omitted).

The New Mexico Supreme Court decided the COLA was not part of the retirement
benefit until it was paid. Bartlett v. Cameron, 316 P.3d 889 § 24, 300 Ed. Law Rep. 554, 2014
NMSC 002. In se holding, the Court locked to the language and history of the COLA statute and
highlighted its tie to the consumer price index (“CPI”) which prior to 2010 would have allowed
the COLA to be decreased corresponding to a decrease in the CPL. Id at Y 20-22. The Court

also noted the “absence of any contrary indication from our Legislature”. Id. at § 24.

* For a more in depth discussion of this case, see Defendants’ Notice of Supplemental Authority, C.D. # 21, and
Plaintiffs’ Response to Defendants’ Notice of Supplemental Authority, C.D. # 25.
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These cases are distinguishable from our case because the GABA is not a COLA.
Montana statutes have never provided that the GABA is tied to the CPI or that it may be reduced,
and the Legislature intended the GABA to be a permanent increase. SUF Y 25-26, 61-63, Exs.
18, 2. Defendants also repeatedly told employees and retirees in letters, retirement notices,
handbooks, workbooks, and annual statements that “[y]ou will receive your gross monthly
retirement benefit for your lifetime, This benefit will increase by 3% each January, . . . in
accordance with the GABA.” SUF {1 61-63, Exs. 25, 26, 27. The State also told employees and
retirees that their “retirement benefits are a protected contract right.” Id. Further, these cases,
rather than weakening the Retirees” argument, instead reinforce the fact that the Montana
Legislature has not carved out the GABA from otherwise applicable contract guarantees. It is
clear the Montana Legislature knows how to specifically carve out obligations to its employees
from what would otherwise be contractual obligations, as it did so in Mont. Code Ann. § 19-3-
2106, In that section, the State provided limited contract rights, similar to what Maine and
Washington had done, but only for the defined contribution plan and the university system
retirement program.

Limited contract right. The statutory provisions governing the defined
contribution plan and the university system program are subject to amendment by
the legislature. Employees choosing the defined contribution plan or the
university system retirement program pursuant to this part do not have a contract
right to the specific terms and conditions specified in statute on the date the
employee’s choice becomes effective.

Mont. Code Ann, § 19-3-2106 (emphasis in original). There is no similar limitation on contract
rights provided in the statutes governing the PERS defined benefit plan.

Looking to the history of the GABA provision, it is clear the provision was intended to
address the preblem of the eroding value of the dollar, to increase pension benefits so retirees
could maintain a stable standard of living, and to attempt to restore the purchasing power of the
original benefit. SUF 14 24-27, Exs. 2, 18. The language of the GABA statute itself says that
“the permanent monthly benefit . . . must be increased” by the applicable GABA percentage
“each year”. Mont. Code Ann. § 19-3-1605(1). Based on the legislative history, the fact that the
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GABA is not a COLA, the language of the statute creating the GABA, and the repeated promises
to public employees and retirees, “eligible retired members are entitled to receive [the]
permanent benefit increase in their base benefit” each year. Fields, 23 (emphasis added,
internal citations and quotations omitted); C.D. # 28, p. 9; SUF q 61-63, Exs. 25, 26, 27. Here,
the Retirees” benefits simply cannot be determined without reference to the GABA. The GABA
determines the guaranteed amount of the benefit payable to the Retirees. Similar to Fields, the
GABA is clearly part of the protected retirement benefit under employees’ and Retirees’
contracts with the State. C.D. # 28, atp. 9.

2. The Retirees’ contract was substantially impaired by the GABA
reduction contained in Section 5 of HB 454,

The Montana Supreme Court has held, in determining whether there is a substantial
impairment, “{t]otal destruction of contractual expectations is not necessary.” Neel v. First
Federal Savings and Loan Assn. of Great Falls, 207 Mont. 376, 392, 675 P.2d 96, 105 (1984).
“An impairment of a public contract is substantial if it deprives a private party of an important
right, thwarts performance of an essential term, defeats the expectations of the parties, or alters a
financial term.” 8. California Gas v. City of Santa Ana, 202 F.Supp.2d 1129, 1133 (2002)
(internal citations omitted); see also U. of Hawaii Prof. Assembly, 183 F.3d at 1104; U.S. Trust
Co.,431 U.S. at 25 n. 23, 27.

A pay lag of one to three days has been held to be a substantial impairment to a contract
because employees may then have difficulty meeting their financial obligations. In the
University of Hawaii case, the Ninth Circuit Court of Appeals held that “[e]ven a brief delay in
getting paid can cause financial embarrassment and displacement of varying degrees of
magnitude.” Jd. at 1106. In that case, unlike the contract here, the employees’ pay was not
going to be reduced, it was only going to be delayed for one to three days. Id at 1100. Other
jurisdictions have held that reduction in a cost of living adjustment and eliminating the cost of
living adjustment on a portion of the retirees’ benefits are substantial impairments, Booth v.
Sims, 193 W.Va. 323, 456 S.E.2d 167 (1995); Strunk v. Public Employees Ret. Bd., 338 Or. 145,
108 P.3d 1058 (2005). Here, the Retirces’ GABA increase is first permanently cut in half and
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then further reduced based upon the funded ratio in the most recent actuarial valuation. SUF 1
38-39. Had this Court not issued a preliminary injunction, the Retirees and all retired public
employees already receiving benefits would have had the GABA reduced to 1%. SUF 44. Ifa
mere delay in pay is a substantial impairment, there is no question that a reduction in the amount
of the retirement benefit to actually be received is also a substantial impairment.

The Retirees’ have made contributions to PERS throughout their employment, SUF ¥ 18,
Part of these contributions went to pay for the GABA. SUF Ex. 2, § 10. The State repeatedly
represented to employees that upon retirement they would receive a 3% GABA in State-
published handbooks, videos, and other documents explaining PERS and available retirement
benefits. SUF 4 61-63, Exs. 25-27. Reducing the retirement benefits that have been promised
to and paid for by public empioyees is a substantial impairment.

The Retirees and those similarly situated depend on their PERS benefits to pay their bills.
Everyday expenditures for mortgage payments, health insurance, other health care costs,
prescription medication, heat, and food may all be impacted by this reduction. Some retirees use
the increased benefit from the GABA to pay for the increases in their health insurance and
without the GABA increases may struggle to continue paying for necessary health insurance.
SUF 99 58-59, Exs. 20-23. Retirees relied on the promise of a 3% GABA when making the
decision whether they could afford to retire. SUF 9 57, 59, Exs. 18-19, 22-23. These Retirees
have served, in some cases over 30 years in the public sector and are dependent on their pension
benefits as their primary source of income. SUF 9 57-59, Exs. 18-23. Most Retirees are unable
to go back to work due to age or health concerns, and those that are able have begun to
supplement their already meager retirement incomes. SUF 9 57-58, Exs. 18-21. The drastic
reduction in the GABA found in section 5 of HB 454 substantially alters a financial term of the
Retirees’ contracts with the State and is a substantial impairment of those contracts.

It must also be noted that the GABA increase is compounded annually. In other words,

the 3% increase is applied to the benefit which includes prior years’ increases. The losses to the
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retirees over a 10, 20, or 30 year period results in the loss of thousands, and in some cases, many

thousands of dollars.

3. The State cannot prove reducing the GABA was narrowly tailored to
achieving a compelling government interest.

This prong of the test requires the party asserting the benefit of the statute, here the State,
to prove it had a compelling government interest in reducing the GABA. U. of Hawaii Prof’
Assembly, 183 F.3d at 1106. “Legislation that implicates a fundamental constitutional right is
evaluated under a strict scrutiny standard, whereby the government must show that the law is
narrowly tailored to serve a compelling government interest.” Montana Cannabis Indus. Assn,
2012 MT 201, § 16, 366 Mont. 224, 286 P.3d 1161 (citing Snessinger v. Mont. Univ. Sys., 2004
MT 390, 17, 325 Mont. 148, 104 P.3d 445). The right to be free from laws impairing the
obligation of contract is found in the Declaration of Rights in Article II of the Montana
Constitution. Mont. Const. Art. II, § 31.

The State is required under the Montana Constitution to fund public employee retirement
systems on an actuarially sound basis, meaning the system assets must be sufficient to pay all
system liabilities or amortize in under 30 years. Mont. Const. VIIL, § 15, Mont. Code Ann, § 19-
2-409. While Retirees do not dispute the State’s obligation to ensure PERS is actuarially sound
is a compelling governmental interest, Retirees dispute that the method which the State
employed allegedly for the purpose of achieving this purpose passes constitutional muster.
Indeed, reducing the GABA and placing the entire burden of any unfunded liability primarily on
the backs of the Retirees is not narrowly tailored to achieve this interest given the available
alternatives that would not have raised constitutional concerns.

‘The Ninth Circuit Court of Appeals’ decision in the University of Hawaii case is
instructive. There the court held that a “pay lag” law which required that the state delay payment
of state employee paychecks by a few days six times per year in order to ostensibly help with a

state funding crisis violated the Contract Clause of the United States Constitution. The court
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held that the pay lag was a substantial impairment of the public employees’ contract rights

stating,

Plaintiffs are wage earners, not volunteers. They have bills, child support

obligations, mortgage payments, insurance premiums and other responsibilities.

Plaintiffs have the right to rely on the timely receipt of their paychecks. Even a

brief delay in getting paid can cause financial embarrassment and displacement of

varying degrees of magnitude. Id at 1106.

Once the court determined a substantial impairment existed, the court next determined whether
that impairment was “reasonable and necessary to fulfill an important public purpose.” /d The
court required that the state defendants bear the burden of proving the impairment was
reasonable and necessary. Id, citing Nevada Employees Assn. v. Keating, 903 F.2d 1223, 1228
(9" Cir. 1990).

In order to determine reasonableness and necessity, the court looks to the extent of the
impairment as well as the public purpose to be served. See U. of Hawaii Prof. Assembly, 183
F.3d at 1107. An impairment “may not be considered necessary if there is ‘an evident and more
moderate course’ of action that would serve Defendants’ ‘purposes equally well.”” Id,, quoting
U.S. Trust, 431 U.S. at 31. This is because the Contract Clause of the United States Constitution
“limits the ability of a State, or subdivision of a State, to abridge its contractual obligations
without first pursuing other alternatives.” fd. The analysis of other less-restrictive or less-
impairing alternatives is common in application of the “narrowly tailored” portion of applying
strict scrutiny. See e.g., C&A Carbone, Inc. v. Town of Clarksiown, N.Y., 511 U.S. 383, 392
(1994) (state must demonstrate “under rigorous scrutiny, that there is no other means to advance
a legitimate local interest.”); Oregon Waste Sys., Inc. v. Dept. of Envtl. Quality of State of Or.,
511 U.8. 93, 100-01 (1994) (under strict scrutiny regutation must be invalidated unless state can
show it advances legitimate purpose that cannot be adequately served by other non-
discriminatory alternative.s); Hughes v. Oklahoma, 441 U.S. 322, 337-38 (1979) (state required

to prove regulation is “least discriminatory altemative” to advance legitimate government

purpose).
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With respect to Contract Clause cases, the United States Supreme Court has stated that
“[s]tates are not free to consider substantial contractual impairments on a par with other policy
alternatives.” U.S. Trust, 431 U.S. at 30-31, 97 S.Ct. at 1521-22. “If a state could reduce its
financial obligations whenever it wanted to spend the money for what it regarded as an important
public purpose, the Contract Clause would provide no protection at all” because a “governmental
entity can always find a use for extra money, especially when taxes do not have to be raised.” U.
of Hawaii Prof. Assembly, 183 F.3d at 1107 (citing U.S. Trust, 431 U.S. at 26); S. California
Gas, 202 F.Supp.2d at 1137. In University of Hawaii, the court held that the pay lag law was
neither reasonable nor necessary because the state failed to prove that other less impairing
alternatives were examined and properly rejected. /d. at 1107. The court noted that although
“perhaps politically more difficult, numerous other alternatives exist which would more
effectively and equitably raise revenues” and would not require the “brunt of Hawaii’s budgetary
problems be borne by its employees.” Id The court explained that some of the potential
alternatives were a federal maximization project, additional budget restrictions, repeal of tax
credits, and the raising of taxes. Id.; see also Keating, 903 F.2d at 1228 (rejecting law penalizing
early withdrawal of pension benefits where other alternatives had not been examined by the
state).

Similarly, the Defendants in this case cannot meet their burden of showing that taking
away the GABA, which was a political eleventh-hour amendment to HB 454 is the least-
impairing alternative to fulfill the purpose of funding PERS on an actuarially sound basis. While
it is the State’s burden to show there were no less-impairing alternatives, or if there were less-
impairing alternatives to show that those were considered and properly rejected, Retirees contend
that there are in fact several less-impairing alternatives that the State could have implemented
that would not have impaired the Retirees’ rights with respect to the GABA.

Even if the State could prove that Section 5 of HB 454 served a significant and legitimate
public purpose, the drastic reductions to the GABA contained in Section 5 of the bill are neither

reasonable nor necessary. There were several other options available to the State to return PERS
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to actuarially sound funding that did not involve reducing the GABA. “{TThe State cannot resort
to contract violations to solve its financial problems.” U. of Hawaii Prof. Assembly, 183 F.3d at
1106. “When a state or city impairs its own agreements by imposing additional financial
burdens on a private party, obvious more moderate alternatives include raising revenues through
higher taxes or preserving funds through budget restrictions.” S. California Gas, 202 F.Supp.2d
at 1139, U. of Hawaii Prof. Assembly, 183 F.3d at 1107.

These alternatives include, first, extending the 30 year amortization period. While the
Montana Constitution requires that the PERS fund be actuarially sound, the Constitution does not
require any specific amortization period. Mont..Const. Art. VIII, § 15, Extending an
amortization period is among the alternatives other courts have considered as less-impairing in
other circumstances. See Keating, 903 F.2d at 1228. Second, HB 454 as initially introduced
contained no reductions or amendments to the GABA.* SUF §36. That version of the bill, in
one year, brought PERS within 6.7 years of being considered actuarially sound under Montana
law. Id The State merely had to adopt the introduced version of HB 454, unamended. There
would have been no contract violation and PERS would have amortized in a short period.

Third, while HB 454 fails to contain a provision allowing the GABA to be increased back
to 3%, HB 454 contains a provision that provides for the employer increase of 1% to end once
the PERS fund reaches a level where removing the increase would not cause the amortization
period to exceed 25 years. 2013 Mont. Laws Ch. 390, § 4. Prior to this Court granting the
preliminary injunction, the June 30, 2013 actuarial valuation showed the employer increase
ending in 2015. SUF Ex. 7. A third reasonable alternative to impairing employee and retiree
contracts would have been to keep the increased employer contribution to PERS indefinitely or
to have increased the employer contribution more than 1% of payroll.

Montana has managed to keep healthy reserves following the market decline in 2008.

The same Legislature that reduced the GABA increased general fund spending over the next

* The amendment to HB 454 reducing the GABA in committee was never subject to a public hearing in either the
House or Senate, .
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biennium by approximately 13%, and as of June 30, 2013, the State’s budget surplus was
estimated to be $504 million dollars. SUF 47, Ex. 15. The Governor’s Budget Director, Dan
Villa, recently provided deposition testimony that “[t]he certified ending fund balance, unaudited
General Fund balance at June 30, 2013 was $560,813,646.30.” SUF at § 47, Ex. 16. As shown
by these healthy reserves, the State was not in dire financial condition necessitating the drastic
reduction in the GABA. A fourth alternative option available rather than decreasing the GABA
would have been to use a portion of these reserves to a large lump sum one-time-only
coniribution to PERS.

The State has numerous trust accounts such as the Coal Severance Tax trust fund, the
Montana Tobacco Settlement trust fund, and the Big Sky Economic Development trust fund. As
of 2013 fiscal year end, the State’s trust funds collectively had a balance of almost $2 billion
dollars. SUF 447, Ex. 15. Rather than reducing the GABA, a fifth alternative would have been
to use some of these funds to infuse dollars into PERS until it became actuarially sound.
Moreover, the Association of Montana Retired Public Employees, through HB 632 to the 201t
Legislature and again as HB 382 to the 2013 Legislature proposed diverting the unallocated
portions of the Coal Severance Tax to the PERS. SUF 91 33, 35. That was rejected by those
Legislatures.

A sixth alternative to reducing the GABA would have been to increase revenue through
taxes. This alternative was addressed in U, of Hawaii Prof. Assembly, 183 F.3d at 1107, and
while politically unpopular, it is nonetheless a less-impairing alternative that would not run afoul
of the State’s contractual obligations to its Retirees. At least six alternatives were available to
the State in addressing the actuarial soundness of PERS rather than impairing the State’s
contractual obligations with its employees and retired employees. This list of alternatives is non-
exhaustive and other alternatives were also likely available. It is the State’s burden to show that
no reasonable less-impairing alternatives existed — a burden they cannot meet in this case. Given
the availability of alternatives to contract impairment, enactment of Section 5 of HB 454 was

unreasonable and unnecessary.
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D. Section 5 of HB454 Constitutes an Unconstitutional Taking.

As explained above, pensions are contracts in Montana and are a protected property right
pursuant to Mont. Const. Art. I1, § 29: Section 5 of HB 454 results in an unconstitutional
regulatory taking by unnecessarily and unreasonably taking away a benefit carned by PERS
retirees and members through their public employment and service to the State of Montana. The
State’s reducing the GABA benefit with no compensation whatsoever for the reduction in this
benefit should be held an unconstitutional taking. Retirees’ recognize this Court’s December 20,
2013 order granting a preliminary injunction required ongoing payment of the GABA, thus no
compensation is currently owed. C.D. #28. However, as the preliminary injunction is not
permanent, this Court should hold that not only does Section 5 of HB 454 violate the Contract
Clause, but also violates Mont. Const. Art. I, § 29, in granting declaratory relief and making the
injunction permanent,

IIl.  Attorneys’ fees should be awarded to the Retirees.

The Retirees should be awarded attorneys’ fees. Several grounds exist for an award of
fees. First, an award of fees is necessary and proper in this case for relief granted under the
Uniform Declaratory Judgments Act. See Trustees of Ind. Univ. v. Buxbaum, 2003 MT 97,

99 32-46, 315 Mont. 210, 69 P.3d 663 (holding attorneys’ fees may be awarded in UDJA claim
pursuant to Mont. Code Ann. § 27-8-313). Second, attorneys’ fees should be awarded as a result
of the unconstitutional taking of private property. See e.g., Galt v. State, 230 Mont. 327, 749
P.2d 1089, 1091-94 (1988) (holding Mont. Const. Art. II, § 29 may apply to declaratory
Jjudgment actions, and that fees may be awarded for a law that results in a taking if there is: 1) a
taking of private property for public use; 2) litigation; and 3) the private property owner
prevails). Third, Governor Bullock’s actions in signing Section 5 of HB 454 into law, knowing
that it was “likely unconstitutional” and admitting support for legal challenges to the bill (SUF
19 41-42) justifies an award of fees pursuant to 42 U.S.C. §1988. See Hensley v. Eckerhardt,
461 U.S. 424, 429; Ihler v. Chisholm, 2000 MT 37, 425, 298 Mont. 254, 995 P.2d 439,
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1 CONCLUSION
2 For the reasons stated herein, the Retirees’ motion for summary judgment should be
3 || granted.
4 DATED this 5" day of September, 2014,
] BROWNING, KALECZYC, BERRY & HOVEN, P.C.
6 o (W TP
: Wy
L 0B
8 Adams
J essie L. Luther
9
Attorneys for Plaintiffs
10
11
12
13 CERTIFICATE OF SERVICE
14 [ hereby certify that on the 5 day of September, 2014, a true copy of the foregoing was
mailed by first-class mail, postage prepaid, addressed as follows:
15
Timothy C. Fox
16 || Michael G. Black
17 J. Stuart Segrest
Montana Attorney General
18 || 215 North Sanders
P.O. Box 201401
19 || Helena, MT 59620-1401
20
21
29 \)\ M M
93 BROWNING, KALECZYC, BERRY & HOVEN, P.C.
24
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26
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MONTANA FIRST JUDICIAL DISTRICT COURT, LEWIS AND CLARK COUNTY

ASSOCIATION OF MONTANA RETIRED Case No. DDV-2013-788
PUBLIC EMPLOYEES, RUSSELL WRIGG,
MARLYS HURLBERT, CAROLE CAREY, L.
EDWARD SONDENO,

PLAINTIFFS’ STATEMENT OF
Plaintiffs, UNDISPUTED FACTS

V.

STATE OF MONTANA, MONTANA PUBLIC
EMPLOYEE RETIREMENT
ADMINISTRATION, PUBLIC EMPLOYEE
RETIREMENT BOARD, GOVERNQOR
STEVE BULLOCK, in his official capacity,

Defendants.

PLAINTIFFS Association of Montana Retired Public Employees, Russell Wrigg, Martys
Hurlbert, Carole Carey, and I. Edward Sondeno (“Retirees”™} submit this Statement of
Undisputed Facts in support of Retirees’ motion for summary judgment and state:

PROCEDURALIL BISTORY

L On October 30, 2013, Retirees filed this action in the First Judicial District Court

FLAINTIFFS® STATEMENT OF UNDISPUTED FACTS -1- 1292805_3/183.019
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in Lewis and Clark County, Montana. See Complaint (C.D. # N,

2, The Complaint secks a declaratory judgment pursuant to Mont. Code Ann, § 27-
8-101 that Retirees’ constitutional rights were affected adversely and unlawfully by enactment of
Section 5 of House Bill 454 (Sec. 5, Chapter 390, Laws of Montana 2013) (“HB 454”) reducing
the Guaranteed Annual Benefit Adjustment (“GABA”). C.D. # 1, 14 61-66.

3. The Complaint alleges several counts against the State, but most importantly for
this Motion, seeks an order declaring that enactment of Section 5 of HB 454 is an
unconstitutional impairment of the Retirees’ contracts in violation of the Montana Constitution’s
and the United States’ Constitution’s Contract Clause. Mont. Const. Art. I1, § 31; U.S. Const.
Art. [, Sec. 10; C.D. # 1, 97 67-82.

4, Also on October 30, 2013, Retirees filed their Motion for Preliminary Injunction
(C.D. # 2} and the Brief in Support (C.D. #3),

5. Defendants State of Montana, Montana Public Employee Retirement
Administration, Public Employee Retirement Board, and Governor Steve Bullock, in his official
capacity (the “State”) filed their Response Brief in Opposition to Retirees’ Motion for
Preliminary Injunction on November 18, 2013 (C.D. # 18).

6. Retirees filed their Reply Brief in Support of Their Motion for Preliminary
Injunction on December 2, 2013 (C.D. # 19).

7. The State filed a Notice of Supplemental Authority (C.D. # 21) on December 12,
2013. Retirees responded to the State’s Supplemental Authority (C.D. # 25) on December 18,
2013,

g, The hearing on the Retirees’ Motion for Preliminary Injunction was held on
December 12, 2013. The Honorable James P. Reynolds issued an Order Granting Preliminary
Injunction preventing the State from implementing the GABA reduction provision containcd in

Section 5 of HB 454 (C.D. # 28) on December 20, 2013,

' Reference in this Statement of Undisputed Facts to “C.D. #__” refer the Court to the Court’s docket and
corresponding document listed in the docket sheet,

PLAINTIFFS’ STATEMENT OF UNDISPUTED FACTS -2- {262805_3/183.019




1 0. The State filed its Answer (C.D. # 29) on December 20, 2013.
2 STATEMENT OF UNDISPUTED MATERIAL FACTS
3 10.  The 1945 Montana Legislature enacted the Public Employees Retirement Law
4 || creating a defined benefit plan for public employees effective July 1, 1945. Mont. Code Ann.
5§ 19-3-103.
6 11.  The Public Employee Retirement System (“PERS”)2 provides retirement,
7 || disability and death benefits to its members and is administered by the Public Employees
8 || Retirement Board (“PERB™), Mont. Const. Art. VIII, § 15; Mont. Code Ann. § 19-2-403.
9 12.  PERB has a duty to “review the sufficiency of benefits paid by the retirement
10 || system or plan and recommend to the legislature those changes in benefits in a defined benefit
11 {|plan. .. that may be necessary for members and their beneficiaries to maintain a stable standard
12 || of ltving.” Mont. Code Ann. § 19-2-403(11) (emphasis added).
13 13, The PERS defined benefit plan is a qualified plan under Internal Revenue Code
14 i} Section 401(a), and a member’s monthly benefit is calculated based on his or her total years of
15 || service credit and highest average compensation, rather than the account balance or the
16 || performance of the financial markets. See Mont. Code Ann, Title 19, Chapter 3, parts 9, 10, 12,
17 || 15 and 16.
18 14. Asof October 2013, PERS has approximately 28,401 active members and 19,451
19 || retired, disabled or survivor members. Aff. Patricia Davis 4 3 (Oct. 18, 2013); Aff. Michael
20 |1 O’Connor § 3 (Oct. 30, 2013), attached hereto and incorporated herein as Exhibits 1 and 2,
21 {|respectively.
22 15.  PERS members include employees and retirees of the State of Montana, its
23 || university system or any of the colleges, schools, components, or units of the university system
24 | and any municipal corporation, county or public agency who contracts with PERB for provision
25 ||of a retirement system. Mont. Code Ann. Title 19, parts 2-3,
26
27
* For purposes of this Statement of Undisputed Facts and Brief in Support of Plaintiffs’ Motion for Summary
Judgment, “PERS” refers to the PERS defined benefit plan, unless it is specifically stated otherwise.
PLAINTIFFS’ STATEMENT OF UNDISPUTED FACTS -3- 1292805_3/183.019
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16.  Anemployee is required to become a member of the PERS defined benefit plan
on the first day of service unless the employee opts to become a member of the PERS defined
contribution plan. Mont. Code Ann. § 19-3-401.

17.  Retirement “[b]enefits and refunds to eligible recipients are payable pursuant to a
confract as contained in statute. The contract is entered into on the first day of a member’s
covered employment and may be erhanced by the legislature. Unless specifically provided for
in statute, the contract does not contain revisions to statutes after the time of retirement or
termination of membership.” Mont. Code Ann. § 19-2-502(2) (emphasis added).

18.  Employees are statutorily required to contribute a percentage of their pay to
PERS, as are employers. /d. at §§ 19-3-315, 19-3-316.

19.  Retirement benefits vest after five years of membership service. fd at § 19-2-
303(55).

20.  Under the “one for five” service credit purchase option, PERS members with at
least five years of membership may purchase one year of additional service credit for each five
years of membership service. /d at § 19-3-513. When making service credit purchases, the
member is required to “pay the actuarial cost of the service credit, based on the system’s most
recent actuarial valuation,” fd. The actuarial cost of service credit includes the cost of GABA.
Retirees who purchased service credit after July 1, 2001 paid the full actuarial cost of a 3%
GABA.

21.  Generally, members with a minimum of 30 years of service, or that have reached
age 60 and have five years of membership service, or members who have reached age 65
regardless of years of service are eligible to retire.* Jd. at § 19-3-901.

22, Members with less than 25 years of service are eligible to receive a retirement

* PERS members may also purchase military service credit, service from previous employment with the employer,
service from federal employment, service from the teachers’ retirement system or other public retirement systems, or
service as a volunteer in a United States service program. Mont, Code Ann. §§19-3-503, 19-3-505, 19-3-510, 19-3-
511, 19-3-512, 19-3-513. See also Aff. Michael O’Connor at Y 10-11 (Exh. 2).

1* PERS retirement benefits are determined and paid pursuant to Montana Code Avnotated Title 19, Chapter 3, parts

9,10, 12, 15 and 16.
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benefit of the greater of one fifty-sixth of the highest average compensation® multiplied by the
total service credit or “the actuarial equivalent of double the member’s accumulated
contributions” along with application of an early retirement factor. /d. at § 19-3-904.

23, Members with 25 or more years of service are eligible to receive a retirement
benefit of “the greater of 2% of the member’s highest average compensation multiplied by the
number of years of the member’s total service credit” or “the actuarial equivalent of double the
member’s accumulated contributions”, Id

24, The 1997 Legislature established the post-retirement 1.5% GABA to increase
PERS retirement benefits annually to maintain a stable standard of living for retirees in HB 170.
1997 Mont. Laws Ch. 287, attached hereto and incorporated herein as Exhibit 3.

25.  The legislative intent of HB 170 clearly applied the GABA to not only existing
employees but also retirees in its Statement of Intent “to guarantee a minimum level of annual
benefit increases for retired members and their contingent annuitants or survivors under each of
the statewide public employee retirement systems [including PERS, and] . . . to address the
crosion of retirement benefits caused by inflation.” /d at p. 1338,

26.  HB 170’s Statement of Intent provided that “the GABA be substituted for other
benefits in cases in which the GABA is as valuable or more valuable to members.” Id at p.
1338, Defs.” Resp. to Plts.” Request for Admission No. 24, attached hereto as Exhibit 4; Aff.
Michael O’Connor at §§ 10-11. This reflects the well recognized rule of pension law that you
cannot decrease a pension benefit without a corresponding increase in benefits elsewhere. See
e.g., Betis v. Board of Administration of Public Employees’ Retirement System, 21 Cal.3d 859,
863, 582 P.2d 614, 617 (1978); State of Nev. Employees’ Ass'n v. Keating, 903 F.2d 1223, 1227
(9" Cir. 1990). OnJ anuary 1 of each year, the GABA is calculated by increasing the monthly
benefit payable to a recipient the preceding January by a specific percentage. Mont. Code Ann,
§ 19-3-1605.

* The highest average compensation is the average of the highest three consecutive years of earned compensation for
employees hired prior to July 1, 2011, The highest average compensation for employees hired on or after July 1,
2011 js the average of the highest five consecutive years of earned compensation. Mont. Code Ann, § 19-3-108.
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27.  The 2000 PERS actuarial valuation reported a system surplus of over $569
million and funded ratio of 125%. The 2001 Legislature then enacted HB 294 to increase the
GABA to 3% annually for all PERS retirees and members. Exhibit 2 at Ex. E; 2001 Meont. Laws
Ch. 149, attached hereto and incorporated herein as Exhibit 5.

28.  When the initial GABA was created in 1997, among other things, the cost of
certain service credits was altered so that employees were required to contribute the “actuarial
cost of the service credit based on the most recent actuarial value of the See 1997 Mont. Laws
Ch. 287 at p.1343 (Exh. 3); Aff. Michael O’Connor at 9 10-11 (Exh. 2). In 2001, when the
Legislature increased the GABA to 3%, it also altered the definition of “actuarial equivalent”
from reliance on a 1971 Group Annuity Mortality Table to “mortality table and interest rate
assumptions adopted by the Board.” See HB 294, 2001 Mont. Laws Ch, 149 at p. 697 (Exh. 3).

29, In 2007, the Legislature enacted HB 131, setting the GABA for new hires
beginning employment on or after July 1, 2007 at 1.5%. 2007 Mont. Laws Ch. 371, attached
hereto and incorporated herein as Exhibit 6,

30. The June 30, 2012 PERS actuarial valuation reported the system’s unfunded
actuarial liability to be $1.8 billion, and the system’s funded ratio was 67%. Cheiron, Public
Employees’ Retirement System of the State of Montana, Actuarial Valuation as of June 30, 2012,
pp. 1, 8, 18, 27 (MPERA Sept. 2012), attached hereto and incorporated herein as Exhibit 7.

31.  The Montana Constitution requires public employee retirement systems to be
funded on an actuarially sound basis, but does not set any specified timeframe to amortize.
Mont, Const. Art. VHI, § 15.

32.  PERS is statutorily required to amortize unfunded accrued actuarial liability in 30
vears or less to be considered actuarially sound (Mont. Code Ann. § 19-2-409), and as of June
30, 2012, PERS’s unfunded actuarial liability did not amortize within 30 years. Id. at pp. 8, 21.

33. Prior to 2013 efforts to fix PERS, such as HB 632 which increased funding, were
introduced, but were never passed by the Legislature.

34, The 2013 Montana Legislature considered several legislative proposals addressing

PLAINTIFFS’ STATEMENT OF UNDISPUTED FACTS -6- 1292805_3/183.019
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the retirement systems, including HB 454, to “fix” PERS. HB 454 was the only bill to become
law. Chapter 390 Laws of Montana. |

35.  The Association of Montana Retired Public Employees proposed HB 382
(attached as Exhibit 8) during the 2013 Legislative Session to offer additional funding options
for PERS, but the bill did not pass.

36. HB 454 as originally introduced did not reduce or amend the GABA, and the
fiscal note reported that PERS would amortize in 36.7 years in 2014, and be actuarially sound,
amortizing in less than 30 years by 2019. Mont. Leg. Fiscal Note HB(0454.01, actuarial table,
63d Leg. 1* Reg. Sess. (Feb. 19, 2013), attached hereto and incorporated herein as Exhibit 10.

37.  HB 454 was amended extensively in the legislative process. Amendment
HB045420.asc, significantly and unnecessarily reduced the GABA and was adopted by the
Senate Finance and Claims Committee on April 16, 2013. Mont. Sen. Amd. HB045420.as¢ 63d
Leg., 1¥ Reg. Sess. (April 16, 2013), attached hereto and incorporated herein as Exhibit 11.

38.  This amendment reducing the GABA is Section 5 of the enacted version of HB
454 which permanently reduces the GABA for PERS retirees and employees hired prior to July
1, 2007, from 3% to 1.5%, cuiting the GABA in half for these individuals. /d

39, HB 454 further diminishes the GABA for all retirees and employees by the
foliowing formula:

... if the most recent actuarial valuation of the retirement system shows that
retirement system liabilities are less than 90% funded, the applicable percentage
rate [of GABA] must be reduced by 0.1% for each 2% below that 90% funding
level. (b) If the amortization period is 40 years or greater, the applicable
percentage rate is 0% and the retirement allowance may not be increased. Section
5, HB 454,

40.  HB 454 was passed out of the Senate Finance and Claims Committee with the
GABA-reducing amendment on April 16, 2013, The Senate Committee of the Whole passed HB
454 as amended on April 18, 2013, the House of Representatives accepted the changes on April
22,2013, and the bill was transmitted to Governor Bullock on April 26, 2013.

41,  After HB 454 was delivered to the Governor for signature, Plaintiff Russell

PLAINTIFFS’ STATEMENT OF UNDISPUTED FACTS -7- 1292805_3/183.019
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Wrigg, president of the Association of Montana Retired Public Employees sent the letter
attached as Exhibit 12, to the Governor asking that he veto the bill.

42.  Goveror Bullock responded by letter dated May 14, 2013 (attached as Exhibit
13) noting that the amendment to HB 454 that reduced the GABA was “likely unconstitutional”
and that he supported Montana public employees and supported legal challenges to the GABA
reduction.

43, The June 30, 2013 actuarial valuation of PERS projected the funded ratio of
PERS to increase from 67% to 80%. Cheiron PowerPoint presentation, Public Employees’
Retirement Board, Actuarial Valuations as of June 30, 2013, p. 16 (MPERA Oct. 10, 2013),
attached hereto and incorporated herein as Exhibit 14.

44, Tt was projected that the GABA would further be reduced to 1.0% as of January 1,
2014. Id atp. 18. This Court’s Order Granting Preliminary Injunction prevented this reduction
in the GABA.

45.  The valuation projected that with a 1.0% GABA, PERS would immediately
become actuarially sound by amortizing in 14,5 years, /d. atp. 17.

46. The State had several alternatives to improve the financial health of PERS
without reducing the GABA. The State could have passed HB 454 in its original form without a
GABA reduction. The State could have enacted legislation addressing the financial health of
PERS in a prior session such as HB 632 during the 2011 legislative session. The State could
have made additional contributions to PERS through HB 382 during the 2013 legislative session,
by transferring a portion of the unencumbered General Fund ending fund balance to PERS, or by
increasing taxes to fund PERS. The amortization period could have been extended beyond 30
years.

47.  Atthe end of the 2013 fiscal year, the State had a healthy ending fund balance
from which it could have made contributions to PERS. The general fund balance of $542.6
million, less the statutorily 1% of all general fund appropriations required to not be spent resulted

in an estimated ending fund balance of $504 million for the end of fiscal year 2013, Aff. Terry
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Johnson (Oct. 30, 2013), attached hereto as Exhibit 15, This was a low estimate given that “[t]he
certified ending fund balance, unaudited General Fund balance at June 30, 2013 was
$560,813,646.30.” Deposition of Governor’s Budget Director Dan Villa at 12:1 — 3 (July 8,
2014), attached hereto as Exhibit 16. Furthermore it is beyond dispute that market conditions

have improved substantially since 2008 and are still rising.

EFFECT ON PUBLIC RETIREES

48.  To iltustrate the importance of the GABA in providing retirees a stable standard
of living, the average PERS retiree that retired in 2012 at age 59.3 after 19.8 years of service
earned a monthly benefit of $1,159 in the first year of retirement. Exhibit2 at § 15, Exs. C & D.
The life expectancy for the average retiree following retirement is approximately 25 years. After
25 years of retirement, the average PERS retiree’s monthly benefit would grow to $2,356 with a
3% GABA. Id

49.  If the GABA is reduced to 1.5%, after 25 years of retirement, the monthly benefit
would be $1,657, and the retiree would lose $88,959 in retirement benefits over the course of the
25 years of retirement. /d. at Ex. C. That amount would necessarily be more if the retireé lived
lenger than 25 years after retirement,

50, If the GABA is reduced to 1%, the monthly benefit would be $1,472, and the
retiree loses $114,269 over 25 years of retirement. [d. at Ex. D. That amount would necessarily
be more if the retiree lived longer than 25 years after retirement.

51. The GABA is particularly important to those already retired. If the average
person retired in 1997 at age 60.1 after 18.5 years of service, he or she would have received an
initial monthly benefit of $537. Id at Y 14, Exs. A & B.

52, With the implementation of the 1.5% GABA for the years 1998 through 2001 and
the 3% GABA from 2002 to 2013, the monthly retirement benefit in 2013 has increased to $813
solely from the GABA. Id

53. During that same time period, if the GABA had stayed at 1.5%, the monthly
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benefit would have only increased to $681, costing the retiree $9,446 in GABA increases. Id. at
Ex. A.

54, If the GABA had only been 1% from 1997 to 2013, the monthly benefit would
only have increased to $630 and the retiree would not have received $14,412 of benefits. /d at
Ex. B.

55.  These numbers are significant considering the 2013 Poverty Guidelines set the
federal poverty level for a single person at a monthly income of $957.50. CMS 2013 Poverty

Guidelines available at: http://www.medicaid. gov/Medicaid-CHIP-Program-Information/By-

Topics/Ehgibility/Downloads/2013-Federal-Poverty-level-charts.pdf, attached hereto and

incorporated herein as Exhibit 17.

56.  Evenreceiving a 1.5% GABA from 1998 through 2001 and a 3% GABA from
2002 to 2013, the average person that retired in 1997 is living under the federal poverty level
with their current monthly retirement benefit of $813. Exhibit 2 at Exs. A & B.

57.  Plaintiff Carole Carey was very familiar with the GABA from her time serving on
the PERB, during which the GABA was developed. She specifically relied on the 3% GABA
when making her decision to retire bécause she and her husband were living on one income.
Going back to work is not an option for Mrs. Carey due to her age, and she is concerned that her
PERS retirement will be insufficient to live on without the 3% GABA in ten years, Aff. Carole
Carey (Oct. 10, 2013), attached hereto as Exhibit 18; Defs.” Resp. to Plts.” Request for
Admission No, 30, attached hereto as Exhibit 19.

58. Plaintiff Marlys Hurlbert retired after working for the State for 33 years. Ms.,
Hurlbert has been forced to get a part time job at a local restaurant and casino to supplement her
PERS retirement income. She is unable to work full time due to medical issues and relies on the
3% GABA to help pay the costs of health care and daily living. Aff. Marlys Hurlbert (Oct. 21,
2013), attached hereto as Exhibit 20; Defs.” Resp. to Plts.” Request for Admission No. 29,

attached hereto as Exhibit 21.
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39, Plamntiff [. Edward Sondeno worked for over 30 years in Montana public service.
He researched and analyzed his retirement options, deciding to consolidate all of his years of
service into PERS. This consolidation required him to repurchase several years of service credit,
and he also purchased one-for-five service credit. Mr. Sondeno’s purchase price of $326,204 for
these categories of service credit was based on receiving a 3% GABA throughout his retirement.
Mr. Sondeno specifically and purposefully considered the costs involved in making these
transfers and purchases and the effect of a 3% GABA on his projected retirement income as well
as the inflating costs of health coverage. Without the 3% GABA in his retirement plan analysis,
Mr. Sondeno would have continued working and retired later. Aff. I. Edward Sondeno (Oct. 28,
2013), attached hereto as Exhibit 22; Defs.” Resp. to Plts.” Request for Admission No. 28,
attached hereto as Exhibit 23,

60. At various times from 2001 to 2013 Defendant MPERA informed PERS members
and retirees that were employed prior to June 30, 2007 that they would received a 3% GABA.
Defs.” Resp. to Plts.” Request for Admission Nos. 14 and 185, attached hereto as Exhibit 24,

61.  Inresponse to Plaintiffs’ Request for Production Nos. 15 and 16, the State
produced several documents, including copies of handbooks, workbooks, newsletters,
PowerPoint presentations, and letters showing it repeatedly told PERS members and retirees that
they would receive the GABA increase each year. Defs.” Resp. to Plts.” Request for Production
Nos. 15 and 16, attached hereto as Exhibit 25, Examples of the statements from these documents
follow.

a. “The GABA insures an increase of three percent over the previous year.”
Montana Public Employees’ Retirement System Member Handbook, pp 50-51
(Oct. 2001); The Choice is Yours, the Time is Now, Workbook, p. 14;

b. “The Guaranteed Annual Benefit Adjustment (GABA) will increase your
retirement benefit every year if you are eligible. The GABA insures an increase
of three percent over the previous year.” Montana Public Employees’ Retirement

System Member Handbook, p. 51 (July 2004) (emphasis in original); see also
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Montana Public Employees’ Retirement System Member Handbook, p. 51 (July
2008).

¢. “The GABA ensures a 3% increase in your benefit checks from the previous
year. . .. The GABA is not tied to inflation, but gives you and your family some
inflation protection!” Montana PERS Companion Booklet - DBRP and DCRP
retirement plan choice p. 40-41, ver. 2/20/02 (emphasis in original).

d. “Defined Benefit Retirement Plan Guarantees: Guaranteed Lifetime
Retirement Income; GABA”. MPERA, “The Choice is Yours...The Time is
Now!” Employee Workshop Montana Public Employees’ Retirement System
PowerPoint presentation slide 13 (undated); MPERA “PERS Steps to Retirement”
PowerPoint presentation slide 9. (undated); MPERA “The Choice is Yours... The
Time is Now!” Employee Workshop Moﬁtana Public Employees’ Retirement
System PowerPoint presentation slide 12 (undated).

e. “The GABA ensures a 3% increase in your benefit from the previous year.”
New PERS Member Information, defined benefit plan basigs, p. 8.

f.  “YOUR RETIREMENT BENEFITS ARE A PROTECTED CONTRACT
RIGHT. PROPOSED BENEFIT CHANGES WILL BE FOR NEW MEMBERS
ONLY.” MPERA Directions for Active Members, Employers and Legislators
newsletter p. 1 (Jan. 2007) (all caps and emphasis in original).

g. “You will receive your gross monthly retirement benefit for your lifetime.
This benefit will increase by 3% each January after you have been retired for one
year, in accordance with the Guaranteed Annual Benefit Adjustment (GABA).”
Form letters FARETIREES\Overlays\Overlay_OPT 1 FinalBenefitLetterALL.doc
REV 32007; FARETIREES\Overlays\Overlay_OPT 2 FinalBenefitLetterALL.doc
REV 32007; FARETIREES\Overlays\Overlay OPT 3 FinalBenefitLetterALL.doc
REV 32007. This language also appears in a 2009 letier from MPERA to a
recently retired PERS member. Aff. Steve Garrison, at Ex. A (Sept. 4, 2014),
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1 attached hereto as Exhibit 26.
2 62.  PERS members also received a “Defined Benefit Retirement Plan Annual
3 || Statement” from Defendant PERB cach year which provided each individual’s retirement plan
4 |linformation. At some point in the late 1990s, the annual statements began including the amount
5 il of contributions to PERS, the value of the lifetime retirement benefit, and the value of the initial
6 || monthly benefit the individual would receive if they continued to contribute to their retirement.
7 || The Annual Statement alse provided specific information regarding each individual’s service
8 |i credit for employment, service credit purchased or transferred, and service credit purchases in
9 || progress (including one for five service credit purchases). The Annual Statement repeated the
10 || State’s promise to pay the 3% GABA. Aff. Mike O’Connor, at Ex. A (Sept. 4, 2014), attached
11 || hereto as Exhibit 27.
12 63.  The June 30, 2005 Annual Statement provided: “The lifetime benefit is equal to
13 i} the benefit you will receive over an average lifetime, including a 3% annual benefit increase
14 || allowed by statute. ** ... ** Note: The salary used to calculate future contributions and
15 || benefits assumes a 1.5% annual salary increase. Lifetime benefit values include the 3%
16 || guaranteed annual benefit adjustment (GABA) paid each January after you Ihave been retired for
17 {11 year. ... Your benefit will not be adversely affected by unfavorable investment returns.
18 || PERS ~ not you - assumes the investment risk.” /d (emphasis in original).
19 64.  Other facts pertinent to Retirees’ Motion are included in the accompanying brief.
20 DATED this 5™ day of September, 2014.
21 BROWNING, KALECZYC, BERRY & HOVEN, P.C.
. sl
23 By ( W
24 C d E Adams
’s Jessie L. Luther
Attorneys for Plaintiffs
26
27 L[
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CERTIFICATE OF SERVICE

[ hereby certify that on the 5t day of September 2014 a true copy of the foregoing was
mailed by first-class mail, postage prepaid, addressed as follows:

Timothy C. Fox

Michael G. Black

J. Stuart Segrest

Montana Attorney General
P.O. Box 201401

Helena, MT 59620-1401
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AFFIDAVIT OF
PATRICIA J. DAVIS

STATE OF MONTANA )
' : 88,
County of Lewis & Clark )

The undersigned, Patricia J. Davis, under oath, does hereby swear or affirm:

1. I am the Member Services Bureau Chief of the Montana Public Employee
- Retirement Administration. I have held this position for three years,

2. My general duties include administration of retirement benefit calculations for the
defined benefit public employee retirement systems, including the Public Employee Retirement
Systemn (“PERS”), administration of the defined contribution system; and deferred compensation
plans, and other duties as assigned.

3. There are currently approximately 28,401 active members of PERS,
approximately 19,451 retired, disabled and survivors receiving PERS benefits, and an estimated
3,000 new hires each fiscal year that will become members of PERS.

4, Following enactment of HB 454, and it becoming effective July 1, 2013, MPERA
employees have been taking steps to implement the changes to the retirement systems contained

. in HB 454, including and specifically the reduction in the Guaranteed Annual Benefit
Adjustment (“GABA”). |

5. PERS New Member Handbooks are in the process of being updated, as is the
PERS Defined Benefit handbook, The handbooks contain information describing the benefits
accorded members. This information must necessarily be accurate in order to properly inform

members. This information will reflect the changes to the GABA made by HB 454.

6. The materials used in the education of active employees regarding PERS have
been updated.
7. The Defined Benefit/Defined Contribution Plan Choice documents are currently

being updated, and have been updated in the versions that appear on the MPERA website.

PattyAffidavit(
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8. Other actions that are in the process of being taken and which must be completed
by December 31, 2013 include the following.

9. There will need to be language changes on the annual statements that provide

~ active members snapshots of their account balance and contributions.

10. A retiree newsletter will be sent to all retired PERS members in December 2013
that will describe the reduction in the GABA to 1% based upon the most recent actuarial
valuation of PERS.

11. A notice will be sent to all PERS retirees notifying them that their benefit will
change and on January 1, 2014 their GABA will be reduced from 3% to 1%.

12, Areduced GABA rate will also impact members’ service purchases, early

retirement factors and single life annuity calculations. There will be changes to the benefit

calculators, the web self-service calculator, application forms and member communications
related to all these areas,

13, MPERA will have to pay for the printing of sufﬁcient quantities of education
materials, new hire handbooks, as well was the correspondence to retirees regarding the HB 454
reductions to GABA. Due to the quantity of printed copies, the expense of producing these

documents as well as staff time spent will be substantial.

iy
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Further Affiant Sayeth Not.

q" "
DATED this |§" day of @emm&} , 2013,

.I' S L Fmiﬂi/}/

Patricia J, D4vis

On this }8#4_ day of DcApber— 2013, before me, the undersigned, a Notary
Public in and for the State of Montana, personally appeared Patricia Davis known to me to be the
person whose name is subscribed to the foregoing instrument and acknowledged to me that she
executed the same.

In witness whereof, I have hereunto set my hand and affixed my notarial seal on the day
and year first above written.

ﬁ ARY PUBLIC FOR THE STATE OF MONTANA
(Notarial Seal) Printed Name: __Je n Ai-Cer JHoarnden

Residingat: _ HeAfan a  MT
My Commission Expires 34 ~ i &

JENNIFER HARNDE
OEARY PUBLIC for Hp'r‘e
: . tana

§ Residing at Hetena [
g Commisaion ; qutam bl

March 01, 2015
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AFFIDAVIT OF
MICHAEL (MIKE) O’CONNOR

STATE OF MONTANA )
County of Lewis & Clark ) .
The undersigned, under oath, does hereby swear or affirm:

1. My name is Mike O’Connor. Ireside at 661 N. Warren, Helena, Montana.

2, I worked for the Montana Public Employee Retirement Administration (MPERA)
from 1979 to 2005. MPERA administers the Montana Public Employees Retirement System
(PERS). PERS was created in 1945 in order to attract and retain employees in the public sector,
and to provide for an adequate retirement for public employees. MPERA is attached to the
Montana De}ﬁartment of Administration for administrative purposes, and is administered by the
Montana Public Employees Retirement Board. The Montana Public Employees Retirement
Board is comprised of seven (7) individuals appointed by the Governor. I held various positions
within the MPERA, and from 1996 to 2005, I was the Executive Director, which is the lead

Administrative Officer tfor MPERA.,

3. The PERS system applies to certain state, county and city employees. It consists

~ 0f 28,401 active employees and 19,451 retirees as of June 30, 2013,

4, During my time with MPERA, I was active in the development of legislation,
which was presented to the legislatulfe for consideration,
| 5. The Board must apprové all legislation presented to the legislature, and
determines what position the MPERA might take on various other pieces of legislation affecting

the Montana Public Employee Retirement System.
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6. [ was employed by MPERA in 1997 as Acting Administrator and participated in
the development of the Guaranteed Annual Benefit Adjilstment (G_ABA) that was presented to
the Montana Legislature for cdnsideration.

7. Prior to the 1997 session, there were bills introduced in many sessions which
provided ad hoc benefit increases in retirement payments made to public employee retirees,

8. The Board and the MPERA decided that a more appropriate method of addressing
increases of reticement benefits was to provide a clomprehensive piece of legislation rather than
consecutive ad hoc increases in benefits. As a result, the Board requested that legislation be
drafted for presentation to the 1997 session, which would comprehensively address the issue of
retirement benefits and the effect of inflation on them.

9. The resulting.legislation was HB17 0, which established an annual benefit increase
of 1.5% per year; it applied that increase to all retirees, including all those who retired prior to
1997,

10.  The increases in benefits in 1997 were “paid for” by increasing contribution rates
.by employees .2%, and by decreasing other benefits that public e_mplo.yees and public employee
retirees had by law. In essence, some of the 'pre-1997 PERS benefits Were reduced or
eliminated and employee contributions were increased, but concurrently benefits were increased
by providing the 1.5% GABA.

11.  Forexample members were required to pay the full “actuarial cost” 0 purchase
military _service. Actuarial cost of purchasing service is based on your current salary, age and
years of service. If 2 meémber age 60 with 25 years of service with an annual saléry of $71,701
is wishing to purchase 5 j/eafs of military service than they would bé ré(:iuii-ed to pay $85,181

for the service. Prior to July 1, 1997 the cost to purchase the same service would be based on

Page 2 of 4




the members 11™, 12, 13% 14% & 15 years salary times the emplloyge & employer
contribution rate. The cost to purqhase the saﬁ_;e military service under the old method would
be $32, 967. |

12. The name p_;ovided for the increased benefits in HB IT_Q was specifically and
carefully chosen. It was nof called a Cost of Living Adjustment (COLA). It specifically was
called a Guaranteed Annual Benefit Adjustment, indicating an intent that the increases were
guaranteed over the life of the retiree.

13. I have prepared the attached charts based upon an average retiree who retires at
the average age after the average years of service as reported in the most recen.t actuarial
valuation,

Exhibit A: Public Employees Retirement System Average Retiree cost of GABA
Reduction from 3. 0% to 1.5% from 1996 to 2020,

- Exhibit B: Public Employees Retirement System Average Retiree cost of GABA
Reduction from 3.0% to 1.0% from 1996 to 2020. '

Exhibit C: Public Employees Retirement System Average Retlree cost of GABA
Reduction from 3.0% to 1.5% from 2012 to 2036. .

Exhibit D: Public Employees Retirement System Average Retiree cost of GABA
Reduction from 3.0% to 1.0% from 2012 to 2036.

14. Exhibits A and B are based upon the average person who retired in 1996 at age _
60.1 after 18.5 vears of service, These Exhibits provide comparisons of thé monthly retirement
benefits beginning in 1996, first with a 1.5% GABA from 1998 through 2001 increasing to a
3% GABA in 2002 versus a 1.0% GABA from 1998 forward, and show the total amount of
retlrement beneﬁts an 1nd1v1dual would lose under a reduced GABA

15. . Exhibits Cand D are based upon the average person who retired in 2012 at age

59.3 after 19.8 years of service. These Exhibits illustrate what the GABA reduction means in
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and year first above written.

dollars to monthly retirement benefits. These Exhibits provide comparisons of the monthly
_retirement benefits with a 3% GABA versus a 1.5% or 1.0% GABA from 2012 forward, and
show the total amount of retirement benefits an individual would lose under a reduced GABA.
16, Thave also prepared a summary of data from historical actuarial valuations of
PERS, including the actuarial accrued Hability, actuarial value of assets, unfunded actuarial
accrued liability (or surplus) and the funded ratio from 1992 through 2013. This summary chart
is attached hereto as Exhibit E.
Further Affiant Sayeth Naught.

DATED this 30 day of October, 2013,

N W@m

Michael O’ Connor *

On this BDH‘ day of October 2013, before me, the undersigned, a Notary Public in and
for the State of Montana, personally appeared Michael O’ Connor known to me to be the person

whose name is subscnbed to the foregoing instrument and acknowledged to me that he executed
the same,

In witness whereof, I have hereunto set my hand and affixed my notarial seal on the day

m@g m/

ANBER (. CARLSON | Y PUBLIC FOR\!TH F MONTANA

P i -';.«.._,_“ ¥ PUGLIC forthe
fab al s of onian rlnted
H Reaiding at Heleng, Montzna | Residing at _
iy Commisslon Expires | My ission Expires
Augiist 28, 2018
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Public Employees Retirement System
Average Retiree cost of GABA Reduction from 3.0% to 1.5%

Average Age* 60.1
Average Years of Service* 18.5
Average Monthly Benefit" $537

*Source June 30, 1996 Actuarial Valuation

Monthly Benefit- Anoual Mgnt?fly Annual gﬂmj_g_l_c_:%t_

Year GABA E Benefit- E of Reducing
- 1998-2001@15% . o GABA@ 2 S GABAlo

2002 -forward @ 3% — 1.5% 1.5%

1 1996 $537 $6,444 §537 $6,444 $-
2 1997 $537 $6,444 $537 $6,444 $-
3 1998 $545 $6,541 $545 $6,541 5-
4 1999 4553 56,639 $553 $6639 5
5.20000 08562 36,738 . $562 $6,738. . -
6 2001 $570 $6,839 $570 $6,839 $-
7 2002 $587 $7,045 $579 $6,942 $(103)
8 2003 $605  $7,256 $587 $7,046 $(210)
9 2004 $623 $7,474 $596 $7,152  ${322)
1072005 . $641 - $7,698 . $605.. $7,259 7 §(439)
11 2006 $661  $7,929 3514 $7,368 $(561)
12 2007 $681 $8,167 $623 $7,479 5(688)
13 2008 $701 $8,412 $633 $7,591 $(821)
14 2009 §722 $8,664 $642 $7,205  3${959)
15020100 - S744 0 $8924 . $652° . $7,820 7 $(1,108)
16 2011 $766 $9,192 $661 $7,937  5(1,254)
17 2012 ' $789 $9,467 $671 $8,056  $(1,411)
18 2013 $813 $9,751 $681 58,177 5(1,574)
19 2014 %837 410,044 8692 58,300  ${1,744)
20020150 $862 .- $10,345 . $702 L. $8,425. ,','_‘5{_'1_,9_2_1:);
21 2016 $888  $10,656 $713 $8,551  $(2,105)
22 2017 $915  $10,975 $723 $8,679  3(2,296)
23 2018 $942  $11,305 $734 $8,809  $(2,495)
24 2019 $970  $11,644  $745 $8,941  $(2,702)
2522020 T 3899 - $11,993 ° $756 - $9,076 ° $(2,917)

Total  $(25,625}




Public Employees Retirement Systems
Average Retiree cost of GABA Reduction from 3.0% to 1.0%

Average Age* . 60.1
Average Years of Service* 18.5
Average Monthly Benefit* $537

*Source June 30, 1996 Actuarial Valuation

Monthly Benefit- Maonthly Annual Cost
Annual ) )
Year GABA Gross Benefit- Annual Gross of Reducing
—= 1998:2001 @ 15% - o GABA@  Benefits  GABAto
2002 -forward @ 3% — — 1.0% 1.0%

1 1996 ' $537 $6,444 $537 $6,444 -
2 1997 537 $6,444 $537 $6,444 8-
3 1998 5545 56,541 $542 56,508 5{32)
4 19899 ' 5553 $6,639 $548 96,574 5(65)
520000 . 85627, 86,738 - 4553 86,639 . $(99)]
6 2001 3570  $6,839 $559 36,706 $(134)
7 2002 $587 $7,045 $564 $6,773 3(272)
8 2003 $605 $7,256 8570 © $6,840 $(416)
g 2008 $623 $7,474 $576  $6,909  3(S65)
10702005, . . $641 . $7,608 . $581 ° $6,978. . 7 $(720)
11 2006 $661 $7,929 $587 47,048 $(881)
12 2007 $681 $8,167 5593 $7,118 $(1,048)
13 2008 $701 $8,412 $599 $7,189  3(1,222)
14 2009 $722 48,664 $605 $7,261  $(1,403)
1572010 7 0 474477 88,9247 . $611. . $7,334 " $(1,500);
16 2011 8766 $9,192 $617 $7,407  $(1,784)
17 2012 $789 $9,467 $623 47,481  ${1,986)
18 2013 ' 813 $9,751 $630 $7,556  $(2,195)
19 2014 $837  $10,044 $636 $7,632  $(2,412)
20020150 0 4862 $10,345 . 864200 $7,708:  $(2637)]
21 2016 4888 410,656 $649 $7,785  ${2,871)
22 2017 . $915 810,975 $655 $7,863  $(3,112)
23 2018 $942  $11,305 $662 $7,942  ${3,363)
24 2019 _ $970 511,644 $668 - $8,021  5(3,623}
25 20200 ¢ $999. - $11,993 . . $675. - $8101, 7$(3,892)]

Total  (36,323)




Pubiic Employees Retirement System
Average Retiree cost of GABA Reduction from 3.0% to 1.5%

Average Age* 59.3

Average Years of Service* 19.8

Average Monthly Benefit* $1,159
*Source June 30, 2012 Actuarial Valuation

Monthly Annual E;E::TE‘ Annual %ﬁiﬁ%

e Benef G gy GOR Cggt
GABA @ 3% Benefits 1.5% Benefits E"

1 2012 51,159 $13,908 $1,159 $13,908 5
| 2 2013 $1,194 314,325 $1,176  $14,117 ${209)
| 3 2014 $1,230  $14,755 $1,194 $14,328 $(427)
4 2015 $1,266 515,198 $1,212  $14,543 . $(654)
52016 $1,304  $15,654 $1,230 - $14,761. . $(g9)]
6 2017 $1,344  $16,123 $1,245  $14,983  5(1,140)
7 2018 $1,384 516,607 $1,267  $15,208  $(1,399)
8 2019 $1,425 317,105 $1,286  $15436  $(1,669)
9 2020 $1,468  $17,618 $1,306  $15667  $(1,951)
10 2021 $1,512 $18,147.  $1325 - $15,902 ° §(2,245)
11 2022 $1,558  $18,691 $1,385  $16,141  $(2,550)
12 2023 $1,604 319,252 $1,365  $16,383  $(2,869)
13 2024 $1,652 $19,829 51,386 $16,629 $(3,201)
14 2025 81,702 520424 $1,407 516,878  5(3,546)
152026 . $1,753. . $21,037 - $1428.  $17,131  §(3,906)
16 2027  $1,806  $21,663 $1,449  $17,388  $(4,280)
17 2028 $1,860  $22,318 $1,471  $17.649  $(4,669)
18 2029 $1,916  $22,988 $1,493  $27,914  $(5,074)
19 2030 $1,973  $23,677 $1,515 518,182  $(5,495)
202031 - $2,032, . $24,388 81,538 - $18455  §(5,933),
21 2032 $2,093  $25,119 $1,561 318,732  $(6,387)
22 2033 $2,156  $25,873 $1,584 519,013 $(6,860)
23 2034 $2,221  $26,649 $1,608  $19,298  $(7,351)
24 2035 $2,287  $27,449  $1,632 519,588  $(7,861)
25 2036. . $2,356  $28,272  $1657°  $19,882  $(8,391)

Total  5({88,959)

EXHIBIT




Public Employees Retirement Systems
Average Retiree cost of GABA Reduction from 3.0% to 1.0%

Average Age* 59.3

Average Years of Service* 19.8

Average Monthly Benefit* $1,159
*Source June 30, 2012 Actuarial Valuation

Monthly Annual Cost

Montht Annyal ) .
thiy ¥ Benefit-  Annual Gross_ of Reducing

Year Benefit- Gross ;
GABA @ 3%  Benefits GABA @ Benefits GABA to
1.0% 1.0%
1 2012 $1,159  $13,908 $1,159 $13,508 3
2 2013 51,194 514,325 51,171 514,047 $(278)
| 3 2014 51,230 $14,755 51,182 $14,188 $(567)
| 4 2015 $1,266  $15198 51,194  $14329  $(868)
st stanssess Gaos o sthassinas)
i 6 2017 $1,344  $16,123 $1,218 $14,617  ${1,506)
7 2018 51,384 516,607 $1,230 $14,764 $(1,843)
8 2019 $1,425 917,105 $1,243 $14,911  $(2,194)
9 2020 $1,468 317,618 $1,255 $15,060  $(2,558)
1002023 - s1812.0 $18147 0 0268 . $15211. - $(2,936)
11 2022 $1,558  $18,691 $1,280 $15,363  $(3,328)
12 2023 $1,604  $19,252 $1,293 $15,517  $(3,735)
13 2024 $1,652  $19,829 $1,306 $15,672  $(4,158)
14 2025 . $1,702 $20,424 $1,319 $15829  5(4,59)
15° 2026 . . $1,753° . $21,037°. $1332, - $15987  $(5050)
16 2027 $1,806  $21,668 31,346 $16,147  $(5,521)
17 2028 $1,860  $22,318 $1,359 316,308  $(6,010)
18 2029 31,916  $22,988 $1,373 $16,471  ${6,516)
19 2030 $1,973  $23677  $1,386 $16,636  $(7,041)
2020310 - $2,082 ¢ $24388 . $1,400. . $16,802 . '§(7,585)
21 2032 $2,093  $25,119 $1,414 $16,970  $(8,149)
22 2033 $2,156  $25,873 $1,428 $17,140  $(8,733)
23 2034 $2,221  $26,649 31,443 $17,312  $(9,338)
24 2085 $2,287  $27,449 $1,457  $17,085  $(9,964)
25 2036 $235 . $28272 . $1472 . $17,659 . §(10,613)

Total  (114,269)




Public Employees Retirement System

Historical Actuarial Information

( dollars in thousands)

Unfunded Actuariai
Actuarial Accrued Actuarial Value of Accrued Liability
Year Liability Assets (Surplus)
1992 $1,410,298 $1,133,201 $277,097
1993  No Valuation
1994 $1,625,720 $1,366,864 $258,856
1995  No Valuation
1996 $1,826,206 $1,629,706 $196,500
1997  No Valuation
1998 $2,300,328 $2,128,065 $172,263
1999  No Valuation |
2000 $2,273,407 $2,843,347 ($569,940)
2001  No Valuation '
2002 $3,077,764 $3,076,781 $983
2003 No Valuation
2004 $3,514,085 $3,047,287 $466,798
2005 $3,719,008 $3,178,010 $540,988
2006 $3,919,313 $3,459,084 $460,229
2007 $4,201,251 $3,825,234 $376,017
2008 $4,504,743 $4,065,307 $439,436
2009 $4,792,819 $4,002,212 $790,607
2010 $5,241,819 $3,889,890 $1,351,929
2011 $5,410,144 $3,800,479 $1,609,665
2012 $5,661,281 $3,816,920 $1.844,361
2013 $5,160,951 $4,139,921

* Funded Ratio rounded to whole %

$1,021,030

Funded *

Ratio

80%
84%
89%
92%
125%
100%

87%
85%
88%
1%
90%
84%
74%
70%
67%
80%

EXHIBIT




1337 MONTANA SESSION LAWS 1997 Ch. 287

family or providers that are chosen by the family to the extent possible to meet
the goals of the Youth Court Act.”

(h) This section must be placed in House Bill No. 114 and is intended to be

codified in Title 41, chapter 5, part 3, and the provisions of Title 41, chapter 5,

part 3, apply to this section:

“NEW SECTION. Section 47. Criteria for placement of youth in
youth assesement centers. A youth may be placed in a youth assessment
center only if:

(1) the youth meets the requirements for placement in shelter care;

(2) the youth has not committed an act that would be a felony offense if
committed by an aduit;

{3) the youth needs an alternative, staff-secured Eite for evaluation and
assessment of the youth’s need for services;

(4) the youth needs to be held accountable for the youth’'s actions with
structured programming; and

(5) the youth meets qualifications as outlined by the placement guidelines
that are determined by the depertment and coordinated with the guidelines used
by the youth placement committees.”

(i) This section must be placed in House Bill No. 114:

“NEW _SECTION. Section 50. Code comimissioner instruction. (1)
Wherever a reference to “an aftercare agreement” appears in House Bill No. 114,
the code commissioner is directed to change it to an appropriate reference to “a

parole agreement”.

{2) References to “an aftercare agreement” that are contained in Title 41,
chapter 5, in material enacted hy the 55th legislature must be changed to “a
parcle agreement”.”

Seetion 50. Saving clause, {This act] does not affect rights and duties that
matured, penalties that were incurred, or proceedings that were begun hefore
[the effective date of this act].

Section 51. Applicability. [This act) applies to proceedings commendced
after [the effective date of this act].

Approved April 17, 1997

CHAPTER NO. 287
[HB 170]

AN ACT ESTABLISHING A GUARANTEED ANNUAL BENEFIT
ADJUSTMENT FOR CERTAIN BENEFIT RECIPIENTS IN THE
STATEWIDE PUBLIC EMPLOYEE RETIREMENT SYSTEMS UNDER THE
PUBLIC EMPLOYEES' RETIREMENT BOARD; DEFINING “ACTUARIALLY
SOUND BASIS”; MAKING THE ANNUAL ADJUSTMENT AN

EXHIBIT
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Ch. 287 MONTANA SESSION LAWS 1997 1338

ALTEENATIVE TO CERTAIN EXISTING BENEFITS; INCREASING
CONTRIBUTION RATES AND MODIFYING CERTAIN BENEFITS TOFUND
THE ADJUSTMENT; PROVIDING THAT CERTAIN COURT FEES BE
CREDITED TO THE GENERAL FUND; REQUIRING THAT MEMBERS OF
THE PUBLIC EMPLOYEES’ AND HIGHWAY PATROL OFFICERS’
RETIREMENT SYSTEMS PAY THE FULL ACTUARIAL COST OF
PURCHASING CERTAIN SERVICE; ALLOWING MEMBERS OF THE
PUBLIC EMPLOYEES’ RETIREMENT SYSTEM WHO BECAME MEMBERS
ON OR AFTER JULY 1, 1989, TO PURCHASE ADDITIONAL SERVICE FOR
CALCULATING BENEFITS; REDEFINING THE SALARY USED TO
CALCULATE CERTAIN BENEFITS UNDER THE JUDGES’ AND
FIREFIGHTERS' RETIREMENT SYSTEMS; ADJUSTING CERTAIN DEATH
BENEFITS PAID UNDER THE JUDGES’ AND GAME WARDENS’
RETIREMENT SYSTEMS; REPLACING CURRENT POSTRETIREMENT
ADJUSTMENTS AND MINIMUM BENEFITS UNDER EACH RETIREMENT
SYSTEM FOR CURRENT MEMBERS WHO ELECT THE ANNUAL
ADFUSTMENT AND FOR ALI, NEW MEMBERS; AMENDING SECTIONS
3-2-404, 3-2.405, 19-3-315, 19-3-316, 19-3-503, 19-3-512, 19-3-518, 19-5-101,
19-5-404, 19-5-502, 18-5-601, 19-5-802, 18-6-402, 19-6-404, 19-6-707, 19-6-709,
19-6-801, 19-8-502, 19-8-504, 19-8-1002, 19-9-702, 19-9-710, 19.9-1007,
19-13-601, 19.13-604, 19-13-704, 19-13-803, 19-13-902, 18-13-1006, 19-13-1007,
19-13-1009, AND 25-1-201, MCA; REPEALING SECTIONS 15-3-1601,
19-3-1602, 19-3-1608, 19-7-708, 19-7-709, 19-7-710, 19-8-1101, 19-8-1102, AND
19-8-1103, MCA; AND PROVIDING AN EFFECTIVE DATE.

STATEMENT OF INTENT

A statement of intent is required for this bill because [sections 1 through 3]
give the public employees’ retirement board autherity to adopt rules to
implement the provisions of the bill.

It is the intent of the legislature to guarantee a minimum level of annual
benefit increeses for retired members and their contingent annuitants or
survivors under each of the statewide pubiic employee retirement systems. The
legislature also intends to fund this guaranteed annual benefit adjustment
(GABA) in the most cost-effective manner possible.

Because the GARA is intended to address the erosion of retirement benefits
caused by inflation as cost-effectively as possible, it is the intent of the legislature
that the guaranteed annual 1.5% minimum adjustment not begin until after the
original henefit has been paid for at least 36 months.

Because it is most cost-effective to reduce current unfunded liabilities as well
as to avoid future unfunded liabilities and to fund new benefits as they accrue,
the bill provides that the GABA be aubstituted for other benefits in cases in which
the GABA ig as valuable or more valuable to members. The resulting actuarial
savings will reduce the additional funding required for the GABA.

In the public employees’, sheriffs’, and game weardens' retirement systems,
all members will automatically be covered by the GABA provided for in this bill
instead of the current postretirement adjustments based on investment earnings.

In the highway patrol officers’, municipal police otficers’, firefighters’ unified,
and judges’ retirement systems, in which the substitution of the GABA in place
of other benefits is not a clear benefit enhancement for all current members, it
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is the intent of the legislature that the members be provided with a thoreugh
analysis of the benefits to be substituted so thet members may individually and
irrevocably elect whether to be covered under the provisions of this bill, However,
it i5 not the intent of the legislature that the retirement board or its
administrative staff be required to recommend a specific or best choice to
individual members,

It is the intent of the legislature that all future members of these systerns be
covered by the GABA in place of certain other benefits.

Be it enacted by the Legislature of the State of Montara:

Section 1. Guaranteed annusa] benefit adjustment, (1) Subject to
subsection (2), on January 1 of each year, the permanent monthly benefit payable
during the preceding January to each recipient who is eligible under subsection
(3} must be increased by 1.5%,

(2) () If & recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than a 1.5% annualized increase, then the recipient’s
benefit must be adjusted by an amount that will provide a total anoualized
increase of 1.6% in the benefit paid sinee the preceding January.

(b) If a recipient’s benefit payable during the preceding January has beea
increased by one or more adjustments not provided for in this section and the
incresgses amount to more than a 1,6% annuslized increase, then the benefit
increase provided under this section must be 0%.

(c) Ifa benefit recipient is a contingent annuitant receiving an optional benefit
upon the death of the origina! payee that occurred since the preceding January,
the new recipient’s monthly benefit must be increased to 1.5% more than the
amount that the contingent annuitant wauld have recejved had the contingent
annuitant received a benefit during the preceding January.

(3) Except as provided in subsection (2)(b), a benefit recipient is eligible for
and mus} receive the minimum annual bensfit adjustment provided for in this
section if:

(a) the benefit's initiation date is at least 36 months priar to dJanuary 1 of the
year in which the adjustment is to be made; and

(b) the benefit recipient is not an active member ofa public retirement system
cavered by this title. )

{4) The board shall adopt rules to administer the provisions of this section.

Section 2. Guaranteed annual benefit adjustment. (1) Subject to
subsection (2), on January 1 ofeach year, the permanent monthly benefit payable
during the preceding January to each recipient who is eligible under subsection
{3) must be increased by 1.5%.

(2) () If a recipient’s benefit payable during the preceding January has been
increaged by one or more adjustments not provided for in this section and the
adjustments amount to less than a 1.5% annualized increase, then the recipient’s
benefit must be adjusted by an amount that will provide a total annualized
increase of 1.6% in the benefit paid since the preceding January.
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(b) If a recipient’s henefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
increases amount to more than a 1.5% snnualized inerease, then the benefit
increase provided under this section must be 0%.

(e} If a benefit recipient is a contingent annuitant receiving an optional benefit
upon the death of the original payee that occurred since the preceding January,
the new recipient’s monthly benefit must be increased to 1.5% more than the
amount that the contingent annuitant would have received had the contingent,
anpuitant received a benefit during the preceding January.

(3) Except 22 provided in subsection (2)(b), a benefit recipient is eligible for
and must receive the minimum anoual benefit adjustment provided for in this
section if:

{a) the benefit’s initiation date is at least 36 months prior to January 1 of the
Year in which the adjustment is to be made;

(h) the benefit recipient is not an active member of a public retirement system
covered by this title; and

{c) the member or benefit recipient either:

(i) first became an active member on or after [the effective date of this act];
or

(ii) filed a voluntary, irrevocable election to be covered under this section. The
election must be filed with the board prior to January 1, 1398.

(4) The board shall adopt Tules to administer the provisions of thig section,

Bection 3. Guaranteed annual benefit adjustment. (1) Subject to
subsection (2), on January I of each year, the permanent monthly benefit payable
during the preceding January to each recipient who iz eligible under subsection
3} must be increased by 1.5%.

(2} (a) I a recipient’s benefit payeble during the preceding January has been
increased by ore or more adjustments not provided for in this section and the
adjustiments amount to less than a 1.5% annualized increase, then the recipient’s
benefit must be adjusted by an amount that will provide a total annualized
increase of 1.5% in the benefit paid since the preceding January.

(b} If a recipient’s henefit payable during the preceding January haa been
increased by cne or more adjustments not provided for in this section and the
increngzes amount to more than a 1.5% annualized increase, then the benefit
increase provided under this sectior: must be 0%.

{3) Except aa provided in subsection (2)(b), a benefit recipient is eligible for
and must receive the minimum annual benefit adjustment provided for in this
section ift

{2) the benefit’s initiation date is at least 36 months prior to January 1 of the
year in which the adjustment is to he made;

(b} the beneft recipient is not an active member of a public retirement syatem
covered by this title; and
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{c} the member either;

(i) first became an active member on or after {the effective date of this act);
or

(ii) filed & voluntary, irrevocable election to be coverad under this section. The
election must be filed with the board prior to January 1, 1998, and requires an
active member to pay an increased contribution rate from [the effective date of
this act] forward, A retired member or the member’s survivor who ig receiving a
monthly benefit before [the effective date of this act] shall alao file the voluntary,
irrevocable election no later than January 1, 1998, to be covered under this
section,

(4) The board shall adopt rules to administer the provisions of this section.

Section 4. State contributions for local government and school
district employers. The state shell contribute monthly from the generat fund
to the pension trust fund a sum equal to 0.1% of the compensation of members
employed by local guvernment entities and school districts on and after {the
effective date of this act). The division shall certify amounts due urnder this
section on a monthly basis, and the state tressurer shall transfer those amounts
to the pension trust fund within 1 week,

Section 5. Systems to be funded on actuarially sound basis —
definition, As required by Article VIII, section 15, of the Montana constitution,
each system must be funded on an actuarially sound basis, For purposes of this
section, “setuarially sound basis” means that contributions to each aystemn must
be sufficient to pay the full actuarial cost of the system. The fall actuarial cost
includes both the normal cost of providing benefits as they accrue in the future
and the cost of amortizing unfunded liabilities over a scheduled period of no more
than 30 years.

Bection 8, Section 3-2.404, MCA, is amended to read:

“3-2-404, Disposition of fees. Except as otherwise provided by law,
three-fourthe-of all fees collected by the clerk must be paid into the state treasury
and shell rmust be credited to the general fundr&ﬁd-%heﬂme&w

Bection 7. Section 3-2-405, MCA, is amended to read:

“8-2.405. Settlements and accounts to state anditor. (1) The clerk is
responsible and muet shall account for and, in his the clerk’s settlement with the
state quditor, must be charged with the full amount of all fees collected or
chargeable and accruing in causes brought into the court for services rendered
thesein up to the time of each settlement. The settlement must take place
quarterly, and immediately thereaflor after seftlement, the clerk must shall pay
t-}-le amoung fOUJ?.d due into the tmasury kb blio-emplescosl satiressond

(2) He The clerk must shall alse at the end of each quarter render to the state
auditor, in suek ¢ form es that the offieer state auditor prescribes, an account in
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detail and under oath of all fees chargeable and aceruing in causes brought into
court and not included in his the elerk’s previous accounts.

(3) His The clerk’s salary may not be allowed or paid until all fees f0-aceruing
for which he the clerk is chargesble have been accounted for and paid ever.”

Section 8. Section 19-3-315, MCA, is amended to read:

“19-3.315. Member’s contribution to be dedncted. (1) On and after
July 1, 3863 71997, the regular contribution of each member is 6:70% 6.8% of the
Inember’s compensaation. Eech member’s contribution increases to 6.9%
beginning July 1, 1999.

(2) Payment of salaries or wages less the contribution is full ang complete
discharge and acquittance of all claims and demands for the service rendered by
members during the period covered by the payment, except their claima to the
benefits to which they may be entitled under the provisions of this chapter.

(3) Each employer, pursuant to section 414(h}2) of the federal Internal
Revenue Code of 1954, as amended and applicable on July 1, 1985, shall pick up
and pay the contributions that would be paysble by the member under subsection
(1} for service rendered after June 30, 1985,

(4) The member’s contributions picked up by the employer must be
designated for all purposes of the retirement system as the member’s
contributions, except for the determination of & tax upon a distribution from the
retirement aystemn. These contributions must become part of the member's
accumulated contributions but must be accounted for separately from those
previously eccumulated.

(5) The member’s contributions picked up by the employer must be payable
from the same source as is vsed to pay compensation to the member and must
be included in the member’s wages, s defined in 19-1-102, and compensation.
The employer shall deduct from the member’s conpensation an emount equal to
the amount of the member’s contributions picked up by the employer and remit
the total of the contributions to the board.”

Section 8. Section 19-3-316, MCA, is amended to read:

“19-3-316. Employer contribution rates. (1) Each employer shall
contributa to the cost of benefits under the system. ;
Except as provided in subsection (2}, the amount of the employer contributions
e coniribution as a percentage of the employer’s covered payroll is
8.8% beginning July 1, 1997, and increasea to 6.9% beginning July 1, 1999,

(2) Local government and school district emplover condributions must be the
total employer contribution rute provided in subsection (1) minus the state
contribution rate applied to their monthly covered payrolls under [section 41.”

Bection 10. Section 18-3-503, MCA, is amended to read:

“19-3-503. Election to qualify military service. (1) (a) & Except as
provided in subsection (2), o member witk 10 years or more of service credits may,
at any time prior to retirement, meke a written election with the board to
purchase service credits for all or any portion of the member’s active service in
the armed forces of the United States, including the first special service force or
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the American merchant marine in oceangoing service during the period of armed
conflict, December 7, 1941, to August 1§, 1845, up to & maximum of 5 years, if
the member is not otherwize eligible to receive service credit for this same service
pursuant to 19-2-706 or ts ineligible under subsection (2)Xa).

(b) To qualify this service, the member shall contribute to the pension trust
ﬁ-lndt-h T S e ";."; Er R e--AEPE— 0Pt e--SaSaa—- 8t “':':-":

(2) (o) If a member has retired from active duty in the armed forces of the
United States, including the first special serviee foree or the American merchant
marine in oceangoing service during the period of armed conflict, December 7,
1941, to August 15, 1945, with a military service retirement benefit, the member
may not qualify the member's military service under subsection (1).

{b) However, a inember who is serving or hag served in the military reserves
with the expectation of receiving a military service pension may qualify the
member’s active military service under subsection (1) if the member’s active duty
in the armed forces of the United States, including the first apecial service foree
or the American merchant merine in oceangoing service during the armed
conflict, December 7, 1941, to August 15, 1945, is not more than 25% of the total
sum of all years of military service including reserve and active duty time.”

Bection 11, Section 19-3-512, MCA, is amended to read:

#19-3-512. Qualification of service from other public retirement
systems. (1) A member with 5 or more years of membership service in the public
employees’ retirement system may qualify:

(a) public service employment covered under a public retirement system
other than a system provided for in Title 19 for which the member received a
refund of the member's membership contribution; and :

(b) public service employment that occurred before the public employer
adopted & public retirement system.

{2) A member may not qualify more than 5 years of service under this section.
To gualify this service, a member shall:

{a) at any time before retirement make a written election with the board to
qualify the service; and

(b} contribute to the pension trust fund the actuarial cost of granting the
service in the public empicyees’ retirement system, as determined by the board;
based ons

£# the most recent actuarial valuation of the system.




Ch. 287 MONTANA SESSION LAWS 1997 1344

(3} Contributions to qualify service under this section may be made in a
lump-sum payment or by making additional contributions in installments as
agreed upon by the member and the board.

{4) Bervice qualified under this section may not be;
{(a} credited in any other retirement system under Title 19; or
(b) ueed to qualify a member to purchase military service under 19-3-603,

{5) Service qualified under this section may not be used in ealculating a
member’s retirement benefit unless the member's last 5 years of service credit
were earned under the public employeea’ retirement system. If a member’s
qualified service may not be used in ealculating the member’s retirement benefit,
the member may choose to receive a refund of the accumulated contributions
made to qualify the gervice.”

Section 12. Section 19-3-513, MCA, iz amended to read:

“19.3.513. Election to purchase add.itiom.l service. (1) At any t:mﬂ
before retirement, a person whe-beeame-a-m o ment-evehemn
who has 5 yem or more of membersh.lp service may
make a wntten electlon with the board to purchase additionai service credit for
the purpose of calculating the member’s retirement benefit. Except aa provided
in subsection (3), the member may purchase 1 year of edditional service credit
for each & years of membership service that the member has qualified under the
retirement system, up to & maximum of 5 years of additional service.

(2) For each year of service credit purchased under th.la sectmn, & member
s}m.l.l contnhut.e to the pensmn truat fund ER-GROY e

of the service cnzdlz based on :}w mom mcent actuanal m!uatwn of the system.
Contributions may be mads in a lump-sum payment or by making additional
contributione in instaliments as agreed upon by the member and the board.

(3) (a) Except as provided in subsection {3)(b), aflerJanuary—1,-1080; a
member may elect to qualify a combined total of 5 years of service under 19-8-503,
19-3-512, or this section.

(b) A member who has purchased service under 19-3-503 or 19-3-612 on or
before January 1, 1980, and who elects to purchase service under this section
shall receive credit for the full months of service purchased on or before January
1, 1990.

{4) Service purchased under this section is not membership service and may
not be used to qualify a member for service retirement,”

Section 13, Section 18-5-101, MCA, is amended to read:

*18-5-101. Definitions. Unless a different meaning is plainly implied by
the context, the following definitions apply in this chapter:

(1) “Compensation” means remuneration as defined in 2-16-403, 3-5-211,
and 3-7-222 paid to 8 member.

N

cun
eact

subt
sala

met
amc
mez
disa
duf
beru




1345 MONTANA SESSION LAWS 1697 Ch. 287

(2) “Current salary” means the current compensation for the office retired
from,

(8} “Final average salary” means the average of the member’s higheat monthly
compensation during any 36 consecutive months of membership service in the
retirement system,

(4) “Involuntary retirement” means a retirement not for cause and before
retirement age,

“5(5) “Retired judge” means any judge or justice in receipt of a retirement
benefit under this chapter.”

Section 14, Section 19-5-404, MCA, is amended to read:

“18-5-404. Contributions by state. (1) Phe Except as provided in
subsection (2}, the state of Montans shall contribute monthly to the pension trust
fund a sum equal to 6% 25.81% of the compensation of each member, }u-addition;

(2) The state of Montana shall contribute monthly from the renewable
resource grant and loan program account in the state special revenue fund to the
Jjudges’ pension trust fund an amount equal to 34-¥% 2581% of the
compenszation paid to the chief water court judge.”

Section 15. Section 19-5-502, MCA, is amended to read:

“18-5-502. Service retirement benefit. Upon retirement from service, &
member must-reeeivea the service retirement benefit equelte must be as follows:

(1) for members not covered under [section 2], 3 1/3% per year of the member’s
current salary for the first 15 years of credited service and 1.785% per year for
each year of credited service after 15 Years; or

(2) for members covered under [section 2), the benefit provided under
subsection (1) except that the benefit must be calculated using final average
salary.”

Section 16. Section 19-5-601, MCA, iz amended to read:

“18-5.801. Disability retirement benefit. In case of the disability of &
member, a disability retirement benefit must be granted the member in an
amount actuarially equivalent to the service retirement benefit standing to the
member’s eredit at the time of the member's disability retirement. If the
disability is a direct result of any service to the Montana Judiciary in the line of
duty, the momber-tnust-reeoive-n-bonefit-oguaito member’s disability retirement
benefit must be no less than:
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(1) one-half of the member’'s finsl current salary 3
i ? for a person not covered under [section 2] or

(2) one-half of the member’s final average salary for a person covered under
{section 2],

Section 17. Section 19-5-802, MCA, is amended to read:

Y19-5-802. Payments in case of death from other causes, (1) If a
retired member who ehese-a-reguler is nof covered under [section 2] and who did
not choose an option 2, 3, or 4 form of retirement benefit payment under 19-5-701
dies befora receiving payments equal to the present value of the member’s
retirement benefit as it was at the time of the member’s retirement, the balance
must be paid to the member’s designated beneficiary in a lump sum. At the
designated beneficiary’s request, the lump sum may be paid as an actuariatly
equivalent annuity that will not be subject to increasea for any purpose.

(2} Upon the death of a retiree who did not choose an option 3, 3, or 4 form of
retirement benefit payment under 19-5-701 and who is covered under [section 2],
the member’s designated beneficiary must be paid the unpaid balance of the
retiree’s benefit. The benefit must be calculated by subtracting the total benefits
paid to the member during the member’s lifefime from the member's total amount
of contributions and inferest on account as that amount was on the day that the
mermber retired.

(3) I a member dies before reaching retirement age, the member’s designated
beneficiary is entitled to a monthly survivorship benefit that is the actuarial
equivalent of the involuntary retirement options as provided in 19-5-508.”

Section 18. Section 19-6-402, MCA, is wmnended to read:

#18-8-402. Member's contribution. (1) Baek (a) A member nof covered
under [section 37 ahall contribute into the pension trust fund asum-equal-te 9%
of the member'g monthly compensation;~whieh—must—be-depesited-io—the

(b) A member covered under [section 3] shall contribute to the pension trust
fund 8.05% of the member's monthly compensation.

{2) Each employer, pursuant to section 414¢h)(2) of the federal Internal
Revenue Code of 1954, as amended and applicable on July 1, 1985, shall pick up
and pay the contributions that would be payabie by the member under subsection
{1} for service rendered after Jure 30, 1985,

(3) The member’s contributions picked up by the employer must be
designated for all purposes of the retirement system as the member’s
contributions, except for the determination of a tex upon a distribution from the
retirement system. These contributions must become part of the member’s
accumulated contributions but must be accounted for separately from those
previously accumulated,

(4) The member’s contributions picked up by the employer must be payable
from the same source as is used to pay compensation to the member and must
be included in the member’s wages as defined in 19-1-102 and compensation as
used to define the member’s final average salary in 19-6-101. The employer shall
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Section 19. Section 18-8-404, MCA, is amended to read:

“19-6-404, State's contribution. The state of Montana shall annually
contribute to the pension trust fund an amount, equal to 38-38% 36.33% of the
total compensation paid to the members from the following sources;

Section 20, Section 19-6-707, MCA, is amended to read:

“19-6.707. Minimum monthly benefit. (1) Subject to the limitations
contained in subsection (2), the followin gretired members, or and their survivors,
whao are not covered by [section 3] are eligible to receive monthiy benefit of not
less than 2% multiplied by the member’s service credits multiplied by the current
base compensation received by a probationary highway patro) officer:

(a) a retired member who is 65 years of age or older, excopt as provided in
subsection (3), or the member’s survivor, who ig receiving & service retirement
benefit:

(b} a retired member, or the member’s survivor, who is receiving s disability
retirement benefit; and

{c) arecipient of survivorship benefit,

(2} (a) The maximum monthly benefit paid under subgection (1) may not
exceed 60% of the current base compensation of a probationary highway patrol
officer,

(3) A retired member otherwise qualified under subsection {I}(a) who is
employed in a position covered by a retirement gystem under Title 19 ix ineligible
1o receive the minimum monthly benefit provided for in this section until the
member’s service in the covered position is terminated.”

Section 21. Section 18-6-709, MCA, is amended to read:

“19-8-709, (Tempomry) Supplemental benefits for certain retirees,
(1) In addition to any retirement benefit payable under this chapter, a retired
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(2) To be eligible for the benefits under this section, a person must be
receiving a monthly benefit before July 1, 1991, may not be covered by [section 3J,
and must be:

(8) & retired member who is 55 years of age or older and who has been
receiving a service retirement henefit for at least 5 years prior to the date of
distribution:

(b} = survivor of a member who would have been eligible under subsection
(2¥a); or

{c) a recipient of a disability or survivorship bhenefit under 19-6-601 or
19-6-901.

(3) A retired member otherwise qualified under this section who is employed
in a pokition covered by a retirement system under Title 19 is ineligible to receive
any lump-sum benefit payments provided for in this section untii the member’s
service in the covered position is terminated. Upon termination of the member’s
covered servics, the retired member becomes eligible in the next fiscal year
succeeding the member’s termination.

{4) (a) Twenty-five cents of each motor vehicle registration fee provided for
in 61-3-321 must be deposited in the pension trust fund at the end of each fiscal
year. The fee is statutorily appropriated, as provided in 17-7-502, for payment of
benefita to eligible recipients, The total funda must be distributed by the division
n Jump-sum payments to eligible recipients along with their normal retirement
benefit payment.

{b) The lump-sum payment must be distributed proportionally to all eligible
recipients based on service credit at the time of retirement, subject to the
following:

(i) a racipient under subeection (2){(¢) is considered to have 20 years of service
for the purposes of the distributiona;

(i) any recipient of a service retirement benefit exceeding the maximum
monthly benefit under 19-6-707(2)(a) must have the recipient’s service credit
reduced 25% for the purposes of the distributions;

(iii) the maximum annual increase in the amount of supplemental benefita
paid to each individual under this section after Auguet-31-1008; is the percentage
increase for the previcus calendar year in the annusl average consumer price
index for urban wage earners and workers, compiled by the bureau of labor
statistics of the United States department of labor or its successor agency.

{c) Any amount deposited in the pension trust fund under subsection (4)a)
for the payment of supplemental benefits under this section that exceeds the
limitation of subsection (4)(b)(iii) must be used to amortize unfunded lisbilities
of the retirement system,

{6) Evary 10 years following July 1, 1991, the division shall review the size
of the additional fee collected under 61-3-321(5) and deposited in the account in
accordance with subsection (4)(a) and recommend to each legislature following
the division’s review any legislation necessary to reduce the fee to the minjmum
amount necessary to provide the supplemental benefits provided by this section.”

ac
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Bection 22. Section 19-8-801, MCA, is amended to read:

“19.8.801. Election to qualify military service. (1) A member with 15
years or more of service credit with the Montana highway pstrol may, at any time
pricr to retirement, make a written election with the division to qualify all or any
portion of the member's active service in the armed forces of the United States
for the purpose of calculating retirement benefits, up to a maximum of 5 years,
if the member is not otherwise eligible to receive service credit for this same
service pursuant to 19-2-706.

{2) To qualify this service the:

(a} a member not covered by [section 3] shall contribute to the account the
amount determined by the division to be due based on the member’s
compengation and regular contribution rate as of the member’s 16th year and a8
many succeeding years as are required to qualify this service, with interest from
the date the member becomes eligible for this benefit to the date the member
contributes. The member may not qualify more of this service than the member
has service with the Montara highway patrol in excess of 15 years.

(b) @ member covered by [section 3] shall contribute the actuarial cost of the
service credif based on the most recent actuarial valuation of the system.”

Section 23. Section 19-8-502, MCA, is amended to read:

“18.8-502. Member's contribution. (1) Bvess Fach member is required
to contribute into the pension trust fund e-sumseuel-to 8% 8.5% of the
member's monthly compensation, which susm must be deposited to the member’s
credit in the pension trust fund.

{2} Each employer, pursuant to section 414(h)}{2) of the federal Internal
Revenue Code of 1954, as amended and applicable on July 1, 1985, shall pick up
and pay the contributions that would be payable by the member under subsection
(1) for service rendered after June 30, 1985.

(3) The member’s contributions picked up by the employer must be
designated for ail purposes of the retirement system as the member’s
contributions, except for the determination of a tax upon a distribution from the
retirement system, These contributions must become part of the member’s
accumulated contributions but must be accounted for separately from those
previously accumulated.

{4) The member's contributions picked up by the empioyer must be payable
from the same source as is used to pay compensation to the member and must
be included in the member's wages as defined in 19-1-102 and the member’s
compensaticn as used to define the member’s final average salary in 19-8-101.
The employer shall deduct from the member’s compensation an amount equal to
the amount of the member’s contributions picked up by the employer and remit
the total of the contributions to the board.”

Section 24. Section 19-8-504, MCA, ia amended to read:

“19-8.504. State’s contribution. Each month, the state treasurer shall
pay to the pension trust fund out of the department of figh, wildlife, and parks
funds, a sum equal to 8-4+8% 9% of all members’ salsries.”
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Section 25. Section 19-8-1002, MCA, ia amended to read:

“19-8-1002. Postretirement death payments. If a retired member who
retires on or after {the effective date of this act] and who has not chosen an eptienal
option 2, 3, or 4 retirement benefit under 19-8-801 dies before receiving an
amo‘lmtequa_ltothe PROCeRt BHEE-BE- 110 ;;';;;:: ::"‘.‘. ;.,,.'::‘::.:"::
under-18-8-603 member’s total amount of contributions and interest or account
ag i that amount was at the time of the member’s retirement, the balance must
be paid to the member’s designated beneficiary in a Jump-sim payment. At-the

Section 26, Section 19-9-702, MCA, is amended to read:

“19-9.702. State contribution. The state of Montana shall make its
contributions through the state auditor out of the premium tax on motor vehicle
property and cagualty insurance policies. The payments must be made annuatly
after the end of each fiscal year but no later than November 1 from the gross
premium tax after deduction for canceliations and returned premiums. The
division ahall notify the auditor by September 1 of each fiscal yenr of the annual
compensation paid to ali active members during the preceding fiscal year, The
state’s contribution is 16-86% 15.96% of compensation paid to members.”

Section 27. Section 19-9-710, MCA, is amended to read:

“19-8-710. Member's contribution. (1) The Except as provided in
subsecrion (2), the regular contribution as a percentage of compensation of each
active member first employed by an employer ax a police officer:

{a) on or before June 30, 1976, is 7.8% of the-membonis-compensation:;

() In-b
after June 3

(c) P S =GP P -2 Y Oa-B -2 pProye BB ea
after June 30, 1979, but before [the effective date of thiz act] the-vontribution is
10.5% Hho-motnbenls '_::::;-.::.:;

(d) en and afier [the effective date of this act], is 11%,

(2) A member covered under [section. 3] shall pay a contribution rate equal to
1% of compensation received on and after [the effective date of this aot].

(3) Each employer, pursuant to section 414(h)(2) of the federal Internal
Revenue Code of 1954, as amended and applicable on July 1, 1985, shall pick up
and pay the contributions that would be payable by the member under subseetion
subgections (1) and (2} for service rendered after June 30, 1985.

£3%4) The member’s contributions picked up by the employer must be
designated for all purposes of the retirement system as the member’s
contributions, except for the determination of a tax upon a distribution from the
retirement system. These contributions must become part of the member’s
accumulated contributions but muet be accounted for separately from those
previously accumuiated,
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£4)(5) The member’s contributions picked up by the employer must be
payable from the same source ag is used to pay compensation to the member and
must be included in the member’s wages a& defined in 198-1.102 and in the
member’s compensation as defined in 19-9-104. The employer shall deduct from
the member’s compensation an amount equal to the amount of the member’s
contributions picked up by the employer and remit the total of the contributions
to the board.”

Section 28. Section 19-9-1007, MCA, is amended to read:

“19.9-1007. Supplement to certain benefits, (1) The benefits paid in
each fiscal year to a retired member or the member's survivors and that are not
covered By [section 3] may not be less than one-haif of the compensation that will
be paid in the current fiscal year in the appropriate city or town to newly
confirmed police officers,

{(2) On or before October 1 of each year, the division ghall make a report
including the following information:

(a) the names of all retired members who are receiving benefits from the
retirement systemn as of the date of the report;

() the names of all surviving spouses or dependent children who are
receiving benefits from the retirement system because of the death of an active
or retired member of this er a prior plan;

{c) for the purpose of determining the base retirement, disability, or
survivorship benefits for the computations set forth in subsection {3), the
following information relating to the base fiscal year commencing July 1, 1976:

(i) the amount of the benefits paid in the base fiscal year to each retired
member deacribed in subsection (2)(a);

{1i) the amount of the benefits paid in the base fiscal year to each surviving
speuse or dependent child described in subsection (2)(b):

(tii) upon the death after the base fiscal year of any retired member who was
receiving benefits, the amount of benefits that would have been paid to an eligible
surviving spouse of the retired member if the surviving spouse had been receiving
benefite in the base fiscal year;

(d) the original amount of retirement, disability, or survivorship benpefits
paid to retired members or their eligible survivors as of the original retirement
dates after July 1, 1975; '

{e) the compensation that will be paid during the current fiscal year to a
newly confirmed police oficer of each city or town participatingin the retirement
system,

(3) The division shall compute the difference hetweer each amount reported
under subsections (2)(c) through (2)(e) and one-half the compensation to be paid
during the current fiscal year to a newly confirmed police officer of the
appropriate city or town. The difference must be reported to the state auditor
wha shall pay the difference to the pension trust fund out of the premium tax
collected on insurance sold in this state to insure against the risks enumerated
in 19-18-512(3) no later than November 1, If the compensation of a newly
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confirmed police officer has not been set for the current fiscal year in time to be

included in the October I report to the state auditor, the division ghall make any

retroactive adjustments necessary to individual supplemental benefits after the

current compensation has been determined and shall include these amounts in
~-the next year’s report for reimbursement at that time.

(4) The premium tax amount paid by the state auditor is statutorily
appropriated, as provided in 17-7-502, for the payment of supplemental
retirement benefits to eligible retired members and their survivors, This payment
is in addition to the payment to be made by the state auditor uader 19-9-702,

(5 If more than one dependent child is entitled to supplementary benefits
under this section by virtue of the death of a common parent, the minimum
benefit paid to the dependent children under this section must be determined as
if there were one dependent child and the supplementary benefits must be paid
to the dependent children collectively.”

Section 29. Section 19-13-601, MCA, is amended {o read;

“19-13-601, Deduction remitted to firemen’s association —
member’s contribution. (1) Each employer shall retain from the compensation
of each active member a sum equal to 1% of the member’s compensation for
services as a firefighter and shall remit this amount on a monthly basis to the
Montana state firemen's asscciation for the payment of premiums on a group life
and accidental death and dismemherment insurance policy for members and to
defray expenses incurred by the association when representing members of the
retirement systam.

(2) The Ench member's contribution to the retirement system ie-7-8% as a
percentage of the member’s compensation mus? be:

(a) 7.8% for a member not covered under [section 3} or
(b} 9% for a member covered under [section 3.

(3} If a member receives compensation under the provisions of the Workers’
Compenasation Act, Title 39, chapter 71, the amount received must be included
an part of the member's compensation for purposes of determining contributions
and service credits under the retirement system. Contributions made under
19-13-604, 19-13-605, and thia section must be based on the total eompensation
received by the member from the employer and from workers’ compensation
during the period of disability.

(4) Each employer, pursuant to aection 414(h)(2) of the federa] Internal
Revenue Cods, as amended and applicable on July 1, 1987, shall pick up and pay
the contributions that would be payable by the member under subsection (2} for
service rendered after June 30, 1987,

(6) The member's contributions picked up by the employer must be
designated for all purposes of the retirement system as the member’s
contributions, except for the determination of a tax upon a distribution from the
retirement system, These contributions must become part of the member's
accumulated contributions but must be accounted for separately from those
previously accumulated,
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(6) The member’s contributions picked up by the employer must be payable
from the same source as is used to pay compensation to the member and must
be included in the member’s compensation as defined in 19-13-104. The employer
shall deduct from the membet’s compensation an amount equal to the amount
of the member’s contributions picked up by the employer and remit the total of
the contributions to the board.”

Section 30, Section 19-13-604, MCA, is amended to read:

“19.13-604. State contribution. The atate shall make its contributions
through the state suditor from the premium taxes on the ingurance risks
enumerated in 19-18-512. These payments must be made annually to the pension
trust fund after the end of each fiscal year but no later than November 1 from
the grose premium taxes after deduction for canceilations and returned
premiums. The division shall notify the auditor of the annual compensation,
excluding overtime, holiday payments, shift differential payments, compensatory
time payments, and payments in lieu of sick leave, paid to all active members
during the preceding year, The state’s contribution is 34-314 24.5% of this total
compensation, As eoon as practicable after receipt of the state contribution, the
division shall depesit it in the pension trust fund.”

Section 31. Section 19-13-704, MCA, is amended to read:

419.18-704. Amount of service retirement benefit. (1) Except as
provided in subsection (3), the following retirement benefits apply:

{(a) A member hired-before-duly1,-1881; who elects to retire after having

reached 20 years of membership service must receive a service retirement benefit
equal to the surn of:

(i) 50% of the membet’s last monthly compensation for years of service credit
up to and incleding 20 years; and

(ii) 2% of the member’s last monthly compensation for each year of service
credit after 20 years.

{(b) A member hired-bofere-July1-3081; who elects to retire after having
reached at least 10 years but less than 20 years of membership serviee as an active
member must, Teceive a service retirement benefit equal to 2% of the member’s
last mox’lth.ly compengation for each year of service credit. i

(2) A member hired on or after July 1, 1981, who retires with at least 10 years
of membership service must receive a service retirement benefit equal to 2% of
the member’s final average compensation for each year of service credit.

(3) A member hired before July 1, 1981, and who is covered under {section 3]
is entitled to the same benefit provided under subsection (1) or (2), except that the
benefit must be calculated using final average compengation.

(4) Upon g retired member’s death, the benefit must be made to the surviving
spouse. If there is no surviving spouse or if the surviving spouse dies and if the
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member leaves one or more dependent children, the children are entitled to receive
the allowance as long as they remain dependent childrer as defined in 19-13-104.7

Section 32, Section 19-13.803, MCA, iz amended to read:

“18-13-803. Amount of disability retirement benefit. (1) A& Excepf as
provided in subsection (3), the disability retirement benefit for o member hired
before July 1, 1981, who becomes disabled:

(a) before completing 20 years of membership service must reecive—a
inabili i equal e one-half the member's last monthly

compensation;

(b} after completing 20 years or more of membership service must seesive
equal the disability retirement benefit provided in subsection {1)(a) increased at
a rate of 2% of the member’s last monthly compensation for each year of service
eredit in excess of 20,

(2} A Except ap provided in subsection (3), the disability retirement benefit for
g member hired on or after July 1, 1881, who becomes disabled:

{a) before completing 26 years of membership service must reeeive—a
i9abil i equal 40 one-half the member’s last monthly

compensation;

(b) after completing 25 years or more of membership service must reeeive
equal the disability retirement benefit provided in subsection {2)(a) increased at
& rate of 2% of the member’s last monthly compensation for each year of service
credit in excess of 25,

(3) A member covered under (section 3] is entitled fo the same benefit as
provided in subsection (1) or (2} except that the benefit must be caleulated using

final average compensation.

{(4) A member’s disahility retirement benefit must be paid first to the member
during the member's lifetime and, upon the member’s death, to the member's
surviving spouse. If upon & member’s death the member leaves no surviving
spouse or upon the death of the surviving spouse, the metnber’s benefit must be
paid to the member's dependent children as long as they remain dependent
children as defined in 19-13-104.”

Bection 33. Section 19-13-902, MCA, is amended to read:

“19-13-902. Survivorship benefit. (1) {a>Upon—the-death—before
retirement Excep? as provided in subsection (3), the survivorship benefits payable
to the surviving spouse upon the death of an active member hired before July 1,
-";'-‘53.;" li'.." ‘.;."-:Zl‘ul' e '-l;" R ':.'.."' 2.‘.:-5
benefit-equal-te must be as follows:

il
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{b) Hifthe deceased member completed over 20 years of membership service,
the survivorship benefit provided in subsection (1){a) ssust-be increased at a rate
of 2% of the last monthly compensation for each year of service in excess of 20.

(2) Upon the death before retirement of a member hired on or after July 1,
1981, the member’s surviving spouse, if there is one, must receive a survivorship
benefit equal to one-half of the member’s final average compensation.

(8) The benefit payable to the surviving spouse upon the death of an acfive
member covered under [section 3] must be the same as provided under subsection
{1} or (2) except that the benefit must be calculoted using final average
compensation.

(4) If the member leaves one or more dependent children, then, upon the
member’s death if the member leaves no surviving spouse or upen the death of
the surviving spouse, the member’s dependent children must collectively receive
the same benefit that a surviving spouse would have received, as long as the
children remain dependent children as defined in 19-13-104.”

SBection 34. Section 19-13-1006, MCA, is amended to read:

“18-13-1008. Supplement to retirement benefits for persons
retiring before July 1, 1973. (1) The Excepl for persons who elect o be covered
under {section 3], the retirement system shall pay to each member retired before
July 1, 1873, or the member’s surviving epouse or dependent children a monthly
retirement benefit of not less than one-half the regular monthly compensation
peid to A confirmed active firefighter of the city that last employed the member
as 4 firefighter, as provided each year in the budget of that city. If the city thet
last emplayed the member as a firefighter no longer employs a full-paid
firefighter, the metnber's or survivor’s benefit may not be less than one-half the
average regular monthly compensation paid to all newly confirmed full-paid
firefighters, as provided each year in the budgets of those cities that participate
in the retirement system and employ a full-paid firefighter. In the case of
volunteer firefighters, the retirement benefit may not exceed $75 per month.
Distribution of the money provided for this purpose under 19-18-806(1) must be
made according to subsection (2).

{2) (a) At the beginning of each fiscal year the division shall request and,
except 88 provided in subsection (2)(b), the state auditor shall isaue from the state
special revenue fund and deliver to the division an amount certified to be equal
to the total annual dollar difference hetween the {otal retirement benefits paid
to all retirees or their surviving spouses or dependent children in the previous
fiscal year and the total benefits payable on June 30, 1973, The divisien shall
deposit this money into the pensien truet fund.

(b} If insufficient money is contained in the state special revenue fund to pay
the amount requestad in subsection (2)(a), the anditor shall pay to the division
the balance contsived in the state speciel revenue fund. The division shall
continue to request any portion of the amount requested under subsection {2}(a)
not paid in previous fiscal years plus sufficient interest to reimburse the pengion
trust fund, which amounts must be paid to the division prior to determining
whether sufficient cash remains in the special revenue fund to make any
paymente into the account established in 18-13-615. The auditor shall pay the
requests as money in the state special revenue fund becornes available.”
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Section 35. Section 19-13-1007, MCA, is amended to read:

“18-183-1007. Benofit Minimum benefit adjustment. (1) For Except for
persons who elect to be covered under [(section 3], a mermber retiring on or after
July 1, 1973, who wag hired before July 1, 1981, or the member’s surviving spouse
or dependent children, the service retirement benefit provided in 18-13-704(1 )a),
the disability retirement benefit provided in 19-13-803(1), and the survivorship
benefit provided in 19-13-902(1) may not be less than one-haif the monthly
compensation paid to a newly confirmed, active firefighter of & city that last
employed the member ag a firefighter, as provided each year in the budget of that
city,

(2) For a member hired on or after July 1, 1981, or the member’s surviving
spouse or dependent children, the disability retirement benefit provided in
18-13-803(2) and the survivorship benefit provided in 19-13-902(2) may not be
less than one-half the monthly compensation paid to & newly confirmed, active
firefighter of a city that last employed the member as a firefighter, as provided
each year in the budget of that city,

(3) If after o member retires, the city that last employed the member no
longer employs a full-paid firefighter, the member’s or survivor’s benefit under
subsections (1) and (2) must be adjusted on the basis of the average monthly
compensation paid to all newly confirmed fuil-paid firefighters, as provided each
year in the budgets of those cities that participate in the retirement system and
employ a full-paid firefighter,

(4) ¥ Except for persons who elect to be covered under [section 3], if the
employment of a vested member hired before July 1, 1981, is involuntarily
discontinued because of the termination of employment of all full-paid
firefighters in the city that employed the member, the member's service
retirement benefit provided in 19-13-704(1)(b) and the member’s spouse’s or
dependent child’s survivorship bepefit provided in 18-13-902(1) may not be less
than:

(a) if the member has earned 20 years or more of membership service,
one-half the average monthly compensation paid to all newly confirmed, full-paid
firefighters, as provided each year in the budgets of those cities that participate
in the retirernent system and empioy a full-paid firefighter; or

(b) if the member has earned more than 10 but less than 20 years of
membership service, 2% of the average monthly compensation peid to al newly
confirmed, full-paid firefighters, as provided each year in the budgets of those
cities that participate in the retirement system and employ a full-paid firefighter,
for each year of the member’s servica,”

Section 38. Section 19-13-1009, MCA, is amended to read:

“19-13-1008. Supplement to retirement benefits for persons hired
on or after July 1, 1981, (1) The Except for persons who elect o be covered under
{section 3], the division shall pay a supplemental benefit from the account
provided for in 19-13-615 to each member hired an or after July 1, 1981, who has
earned 20 years of membership service as an active firefighter or to the member's
surviving spouse or dependent children. Except a8 provided in subsection (2), the
supplemental benefit, when added to the service retirement benefit, must equal
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one-half the regular monthly compensation paid to a newly confirmed full-paid
active firefighter of the city that last employed the member as a firefighter as
provided each year in the budget of that city. If after 2 member retires, the city
that last employed the member no longer employs a full-paid firefighter, the
member’s supplementsl benefit must be calculated on the basis of the average
monthly compeneation paid te all newly confirmed full-paid firefighters, as
provided each year in the budgets of those cities that participate in the retirement
gystem and employ a full-paid firefighter.

(2) If the amount available to the account is insufficient to fully fund the
supplemental benefit provided for in subsection (1), the supplementel benefit for
each eligible member or survivor must be reduced by an equel percentage so that
the amount contained in the account is not excesded.”

Section 37. Section 25-1-201, MCA, is amended to read:

“98.1.201, Fees of clerk of district court. (1) The clerk of the distriect
court shall collect the following fees:

{n) at the commencement of each action or proceeding, except & petition for
dissolution of marrisge, from the plaintiff or petitioner, $80; for filing a complaint
in intervention, from the intervenor, $80; for filing a petition for dissolution of
marriage, a fee of $120; and for filing a petition for legal separation, a fee of $120;

(b) from each defendant or respondent, on appearance, $80;
(¢) on the entry of judgrnent, from the prevailing party, $45;

(d) for preparing copies of papers on file in the clerk’s office, 50 cents per a
page for the first five pages of each file, per for each request, and 25 cents per for
ecch additionel page;

{e) for each certificate, with sesl, $2;
(f) for oath and jurat, with seal, $1;

(g) for search of court records, 60 cents for each year searched, not to exceed
a total of $25; )

(h) for filing and docketing a transcript of judgment or transcript of the
docket from all other courts, the fee for entry of judgment provided for in
subsection (1)(¢c);

(i) for issuing an execution or order of saie on a forecioaure of a lien, $5;

{j) for transmission of recards or files or transfer of & case to énother court,

§6;
{k) for filing and entering papers received by transfer from otber courts, $10;

(1) for issuing a marriage license, $30;

(m) on the filing of an application for informal, formal, or supervised probate
or for the appointment of a personal representative or the filing of a petition for
the appointment of a guardian or conservator, from the applicant or petitioner,
$70, which includes the fee for filing a will for probate;
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(n} on the filing of the iteme required in 72-4-303 by a domiciliary foreigm
personal representative of the estate of a nonresident decedent, $66;

{8) for filing a declaration of marriage without soleranization, $30;
{p} for filing a motion for substitution of a judge, $100.

(2) Except ag provided in subsections (3) through (8), 32% of all fees collected
by the elerk of the district court must he deposited in and credited to the district
court fund If no distriet court fund exists, that pomon of the fees must be
deposited in the general fund for district court operatlons The remammgportlon
of the fees must be remitted to the state jo-be-d as
general fund.

(3) In the case of a fee collected for issuing a marriage license or filing a
declaration of martiage without solemnization, $34 $23.60 must be deposrted in
and credited to the atate general fund; and $6 40 muat be depos:ted in and
credlt.edbothecou.ntygenemlﬁmd pid-$0-60-must b shat

{(4) Of the fee for filing a petition for dissolution of marriage or legal
separanon $40 375 must be deposlt.ed in the state general fund, $36-must-be
d-te-the bo-depesitod-as-provided s 404, 35 must be deposited
in the c]:uldren 9 trust fund account estabhshed by 41 3-702, and $20 must be
deposited in and credited to the distriet court fund. If no district court fond exists,
the $20 must be deposited in the general fund for district court operations.

(5) {a) Before the percentages contained in subsection (2} are applied and the
feea deposited in the district court fund or the county general fund or remitted
to the etate, the clerk of the district court shall deduct from the following fees the
amounts indicated:

(i) at the commencement of each action or proceeding and for filing a
complaint in intervention as provided in subsection (1}(a), $35;

(i from each defendant or respondent, on appearance, as provided in
subsection {1Xh}, $25;

(iii) on the entry of judgment as provided in subsection {1)}c), $16; and

(iv) from the applicant or petitioner, on the filing of an application for probate
or for the appointment of a personal representative or on the filing of a petition
for appointment of & guardian or canservator, as provided in subsection (1)(m),
$18.

(b) The clerk of the district court shall deposit the money deducted in
suhsection (§)(a) in the county general fund for district court operations unless
the county hea a district court fund. If the county hag a district court fund, the
money must be depogited in that fund.

8) The fee for filing a motion for substitution of a judge a8 provided in
subsection (1){(p) must be remitted to the state to-be-depesited-asprovided-in
19-5-404 general fund,
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(7) Fees coliected under subsections (1)(d) through (1)(i} must be deposited
in the district court fund. If no district court fund exists, fees must be deposited
in the general fund for district court operations.

(8) The clerk of the district court shall remit to the credit of the state general
fund $20 of each fee collected under the provisions of subsections (1)a) through
(1)(c}, (1)fm), and (1)(n} to fund a portion of judicial salaries.”

Section $8. Repealer. Sections 19-3-1601, 19-3-1602, 18-3-1603, 19-7-708,
19-7-709, 19-7-710, 18-8-1101, 19-8-1102, and 19-8-1103, MCA, are repealed.

Section 39. Codification instruction. (1) [Section 1] is intended to be
codified ag an integral part of Title 19, chapters 3, 7, and 8, and the provisions of
Title 19, chapters 3, 7, and 8, apply to [section 1).

(2) (Section 2] is intended to be codified as an integral part of Title 18, chapter
&, and the provisions of Title 19, chapter §, apply to [section 2].

{3) [Section 3] iz intended to be codified as an integral part of Title 19, chapters
2, 6, 9, and 13, and the provisions of Title 19, chapters 2, 6, 9, and 13, apply to
[section 3].

(4} [Section 41is intended to be codified as an integral part of Title 19, chapter
3, and the provisions of Title 19, chapter 3, apply to {section 4].

(5) {Section 5] is intended to be eodified as an integral part of Title 19, chapier
2, and the provisions of Title 19, chapter 2, apply te (section 51.

Section 40, Effective date. {This act) is effective July 1, 1897,
Approved April 17, 1997

CHAPTER NO. 288
[HE 384]

AN ACT EXCLUDING FROM INHERITANCE TAXES ANY INTEREST IN
AND THE REAL PROPERTY AND TANGIBLE PERSONAL PROPERTY OF
CLOSELY HELD BUSINESSES THAT ARE TRANSFERRED TO THE
LINEAL DESCENDANTS OF THE DECEDENT'S GRANDPARENTS;
AMENDING SECTIONS 72-16-101, 72-16-453, AND 72-16-455, MCA; AND
PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE
APPLICABILITY DATE.

Be it enacted by the Legislature of the State of Moniana.

Section 1. Exemption for closely held business property. (1) The
value of any interest in a elossly held business represented by real property and
tangible pereonal property and all real property and tangible personal property
of a closely held business, as defined in 72-16-453, that is tranaferred to the lineal
descendants of the decedent’s grandparents is exerspt from the tax imposed

under parts 1 through 8.

(2) Property owned by a closely held business is considered as being owned
proportionately by or for its shareholders, parttiers, or owners.
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REQUEST FOR ADMISSION NO. 1: Please admit that HB 454 of the 2013

Legislative Session as originally introduced did not reduce the Guaranteed Annual
Benefit Adjustment (“GABA™).

RESPONSE: Admit.

DEFENDANTS® RESPONSE TO PLAINTIFES' FIRST SET OF DISCOVERY REQUESTS

EXHIBIT

¥




members of the defined benefit retirement plan.

REQUEST FOR ADMISSION NO. 22: Please admit that Plaintiff I. Edward

Sondene paid the full actuarial cost to receive a 3% GABA.
RESPONSE: Admit that the purchase price for service credit assumed a 3%
annual adjustment.

REQUEST FOR ADMISSION NO. 23: Please admit that any PERS member

who purchased additional service credit pursuant to Mont. Code Ann. § 19-3-513 from

July 1, 2001 through June 30, 2013, paid the full actvarial cost to receive a 3% GABA.
RESPONSE: Deny. Ifhired on or after July 1, 2007, the purchase price for

service credit assumed a 1.5% annual adjustment, It is also unclear what you mean by

“the full actuarial cost to receive a 3% GABA.”

REQUEST FOR ADMISSION NQ. 24: Please admit that the “Statement of
Intent” of HB 170 of the Session Laws of 1997, which initially implemented GABA,
states “the bill provides that the GABA be substituted for other benefits in cases in
which the GABA is as valuable or more valuable to members”.

RESPONSE: Admit.

REQUEST FOR ADMISSION NOQ. 25: Please admit that Mont. Code Ann,

§ 19-3-2106 expressly states that members of the defined contribution plan or the
university system retirement program do not have a contract right to the specific terms
and conditions specified in statute on the date the employee's choice of retirement

system becomes effective.

DEFENDANTS' RESPONSE TO PLAINTIFFS’ FIRST SET OF DISCOVERY REQUESTS
Page § of 29




Ch. 149 MONTANA SESSION LAWS 2001 696

superintendent of public instruction for the support of adult basic education
programs in any school e, community college district, or aceredited tribal college
located in Montana.

(2} The superintendent of public instruction shall direct the distribution of
funds appropriated by the legislature for adult basic educstion. The trustees of
-any district or tribal college may apply to the superintendent for funds for its
adult basic education courses. The financial administration and accounting of
adult basic education funds shell rmust be the same as that of adult education.™

Section 2. Notification to tribal governments and tribal colleges.
The secretary of state shall send a copy of [this act] to each tribal government and
tothe president of each tribal college located on the seven Montana reservations.

Section 3. Effective date. [This act] is effective July 1, 2001.
Approved March 29, 2001

CHAPTER NO. 149
(HB 294]

AN ACT RELATING TO PUBLIC EMPLOYEE RETIREMENT SYSTEM
BENEFITS; AMENDING DEFINITIONS: PROVIDING FOR A PURCHASING
POWER ADJUSTMENT IN BENEFITS PAID BY THE PUBLIC EMPLOYEES'
RETIREMENT SYSTEM; REQUIRING AN INCREASE IN THE
GUARANTEED ANNUAL BENEFIT ADJUSTMENT FOR MEMBERS OF
CERTAIN PUBLIC EMPLOYEE RETIREMENT SYSTEMS; PROVIDING AN
ELECTION BETWEEN THE GUARANTEED ANNUAL BENEFIT
ADJUSTMENT AND OTHER ADJUSTMENTS IN RETIREMENT BENEFIT
FOR MEMBERS OF CERTAIN PUBLIC EMFLOYEE RETIREMENT
SYSTEMS; INCREASING THE MINIMUM MONTHLY BENEFIT
ALLOWANCE FOR RETIREES AND BENEFICIARIES OF THE TEACHERS’
RETIREMENT SYSTEM; AUTHORIZING UPON CERTAIN CONDITIONS
AN INCREASE IN THE GUARANTEED ANNUAL BENEFIT ADJUSTMENT
FOR THE TEACHERS' RETIREMENT SYSTEM; AMENDING SECTIONS
19-2-303, 19-3-108, 19-3-1605, 19-5-901, 19-6-101, 19-6-710, 19-7-101, 19-7-711,
19-8-101, 19-8-1105, 19-9-1009, 19-9-1010, 19-13-1010, 19-20-622, AND
19-20-719, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE.

Be it enacted by the Legislature of the State of Montana:
Section 1. Section 19-2-303, MCA, is amended to read:
“19-2-303. (Temporary) Definitions. Unless the context requires

otherwise, for each of the retirement systems subject to this chapter, the
following definitions apply:

(1) “Accumulated contributions” means the sum of all the regular and any
additional contributions made by a member in a system, together with the
regular interest on the contributions,

(2) “Active member” means a member whoisa paid employee of an employer,

is making the required contributions, and is properly reported to the board for the
most current reporting period.
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(3) “Actuarial cost” means the amount determined by the board in a uniform
and nondiscriminatory manner to represent the present value of the benefits to
be derived from the additional service to be credited based an the most recent
actuarial valuation for the system and the age, years until retirement, and
current salary of the member.

(4} “Actuarial equivalent” means a benefit of equal value when computed
upon the basis of the 39 roup-Anmaity Mortali erwith-agesset-hael 4

2 " mortality table and

interest rate assumptions adopted by the board.
(5} “Actuarial liabilities” means the excess of the present value of all benefits

payable under a retirement system over the present value of future normal costs
in that retirement system.

{6) “Actuary” means the actuary retained by the board in accordance with
19-2-405,

(7) "Additional contributions” means contributions made by a member to
purchase various types of optional service credit as allowed by the applicable
retirement system.

(8) “Annuity” means equal and fixed payments for life that are the actuarial
equivalent of a lump-sum payment under a retirement system and as such are not
henefits paid by a retirement system and are not subject to perindic or one-time
increases.

(9) “"Benefit” means the service or disability retirement or survivorship
benefit payment provided by a retirement system,

(10} “Board” means the public employees’ retirement board provided for in
2-15-1009,

(11} “Contingent annuitant” means a person designated to receive s
continuing monthly benefit after the death of a retired member.

(12} “Credited service” or “service credit” means the periods of time for which
the required contributions have been made to & retirement system and that are
used to calculate service or disability retirement or survivorship benefits under a
retirement system.

(13} “Department” means the department of administration.

(14) “Designated beneficiary” means the person designated by a member or
payment recipient to receive any survivorship benefits or lump-sum payments
upoh the death of the member or payment recipient, including annuities derived
from the benefits or payments.

(15) “Disability” means a total inability of the member to perform the
member's duties by reason of physical or mental incapacity. The disability must
be incurred while the member is an active member and must be one of permanent
duration or of extended and uncertain duration, as determined by the board on
the basis of competent medical opinion,

(16) “Employee” means a person who is employed by an employer in any
capacity and whose salary is being paid by the employer.

(17) nmﬂu_o%mux.ﬁ_mmbm a governmental entity participating in a retirement
system enumerated in 19-2-302 on behalf of its eligible employees.
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(18} “Essentia! elements of the position” means fundamental job duties. An
element may be considered essential because of but not limited to the following
factors:

(a) the position exists to perform the element;
(b} there are a limited number of employees to perform the element; or
(c) the element is highly specialized.

(19} “Fiscal year” means a plan year, which is any year commencing with July
1 and ending the following June 30.

{20} “Inactive member” means a member who is not an active or retired
member,

(21) “Internal Revenue Code” means the federal Internal Revenue Code of
1954 or 1986, as applicable to a retirement system, as that code provided on July
1, 1999,

(22) “Member” means any person with accumulated contributions and
service credited with a retirement system or receiving a retivement benefit on
account of the person’s previous service credited in a retirement system.

(23) “Membership service” or “years of service” means the periods of service
that are used to determine eligibility for retirement or other henefits.

(24) “Normal cost” or “future normal cost” means an amount calculated
under an actuarial cost method required to fund accruing benefits for members of
a retirement system during any year in the future. Normal cost does not include
any portion of the supplemental costs of a retirement systemn.

(25) “Pension” means benefit payments for life derived from contributions to
a system made from state- or empleyer-controlled funds.

(26} “Pension trust fund” means a fund established to hold the contributions,
income, and assets of a retirement system in public trust,

(27} “Regular contributions” means contributions required from members
under a retirement system.

(28) “Regular interest” means interest at the rate set from time to time by the
board.

(29) “Retirement” or “retired” means the status of a member who has been
terminated from service for at lesst 30 days and has received and accepted a
retirement benefit from a retirement system,

(30) “Retirement benefit” means the periodic benefit payable as a result of
service, early, or disability retirement under a retirement system. An annuity is
not a retirement benefit,

(31) “Retirement system” or “system” means one of the pubtlic employee
retirement systems enumerated in 19-2-3092.

{32) “Bervice” means employment. of an employee in a pasition covered 3 a
retirement gystem.

(33) “Statutory heneficiary” means the surviving spouse or dependent child
or children of 2 member of the highwway patrol officers’, municipal police officers’,
or firefighters’ unified retirement system who are statutorily designated to
receive benefits upon the death of the member.
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(34) “Supplemental cost” means an element of the total actuarial cost of a
retirement system arising from benefits payable for service performed prior to
the inception of the retirement system or prior to the date of contribution rate
increases, changes in actuarial assumptions, actuarial losses, or failure to fund or
otherwise recognize normal cost accruals or interest on supplemental costs.
These costs are included in the unfunded actuariat liabilities of the retirement
system.

{35} “Burvivorship benefit” means payments for life to the statutory or
designated beneficiary of a deceased member who died while in serviee under a
retirement system.

(36) “Termination of employment” or “termination of service” means that
the member has severed the employment relationship with the employer and has
been paid all compensation due upon termination of employment, including but
not limited to payment of accrued annual leave credits, as provided in 2-18-617,
and payment of accrued sick leave credits, as provided in 2-18-618, For purposes
of this subsection, compensation as a result of legal action, court order, appeal, or
settlement to which the board was not party is mot a payment due upon
termination.

(37) “Unfunded actuarial liabilities” or “unfunded liabilities” means the
excess of a retirement system’s actuarial liahilities at any given point in time over
the value of its cash and investments on that same date,

(38} “Vested member” or “vested” means a member or the status of a member
whao has attained the minitmum membership service requirements to be eligitle
for retirement benefits under a retirement system.

(3% “Written application” means a written instrument, specified by the
board, properly executed, and filed with the board, that contains ali the
information required by the board, including documentation that the hoard
considers necessary.

19-2-303. (Effective on ocourrence of contingency or July 1, 2002,
whichever ig earlier) Definitions. Unless the context requires otherwise, for
each of the retirement systems subject to this chapter, the following definitions
apply:

(1) “Aceount balance” means all contributions, income, and other assetsin a
retirement account that have, pursuant to 19-3-2116, vested to a member of the
deflined contribution plan.

(2) “Accumulated contributions” means the sum of all the regular and any
additional contributions made by a member in a defined benefit plan, together
with the regular interest on the contributions,

(3) “Active member” means a member whoisa paid employee of an employer,
is making the required contributions, and is properly reported to the board for the
mast current reporting period.

(4) “Actuarial cost” means the amount determined by the board in a uniform
and nondiscriminatory manner to represent the present value of the benefits to
be derived from the additional service ta be credited based on the most recent
actuarial valuation for the system and the age, years until retirement, and
current salary of the member.

(6) “Actuarial equivalent” means a benefit of equal value when computed
upon the basis of the p-Aoanuitys Merbalit able-wit)h apes-set pack 4
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«.aumﬂ.mmn rate assumptions adopted by the board.
(6) “Actuarial liabilities” means the excess of the present value of all benefits

payable under a defined benefit retirement plan over the present value of future
notmal costs in that retirement plan.

mortality table and

(7) “Actuary” means the actuary retained by the board in accordance with
19-2.405,

(8) “Additional contributions” means contributions made by a member of a
defined benefit plan to purchase various types of optional service credit as allowed
by the applicable retirement plan.

(3} “Annuity” means:

(a) in the case of a defined benefit plan, equal and fixed payments for life that
are the actuarial equivalent of a lump-sum payment under a retirement plan and
as such are not benefits paid by a retirement plan and are not subject to periodic
or one-time increases; or

(b) in the case of the defined contribution plan, a payment of a fixed sum of
money at regular intervals,

(10 “Benefit” means:

(a) the service or disability retirement or survivorship benefit payment
provided by a defined benefit retirement plan; or

{(b) a payment or distribution under the defined contribution retirement plan
for the exclusive benefit of a plan member or the memher’s beneficiary or an
annuity purchased under 19-3-2124.

(11) “Board” means the public employees’ retirement board provided for in
2-15-1009.

(12) “Contingent annuitant” means a person designated to receive a
continuing monthly benefit after the death of a retired member.

(13} “Covered employment” means employment in a covered position,

(14) “Covered position” means a position in which the employee must be a
member of the retirement system except as otherwise provided by law.

(15} “Credited service” or “service credit” means the periods of time for which
the required contributions have been made to a retirement plan and that are used
to calculate service or disability retirement or survivorship benefits under a
defined benefit retirement plan.

(16) “Defined benefit retirement plan” or “defined benefit plan” means a plan
within the retirement systems provided for pursunant to 19-2-302 that is not the
defined contribution retirement plan.

{17) “Defined contribution retirement plan” or “defined contribution plan”
means the plan within the public employees’ retirement gystem established in
19-3-103 that is provided for in chapter 3, part 21, of this title and that is not a
defined benefit plan.

(18) “Department” means the department of administration.

(19 .,Umﬁm:ma& benefictary” means the person designated by a member or
payment recipient to receive any survivorship benefits, lump-sum payments, or
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benefit from a retirement account upon the death of the member or payment
recipient, including annuities derived from the benefits or payments.

{20) “Disability” means a total inability of the member to perform the
member's duties by reason of physical or mental incapacity. The disability must
be incurred while the member is an active member and must be one of permanent
duration or of extended and uncertain duration, as determined by the board on
the basis of competent medical opinion.

(21) “Employee” means a person who is emplayed by an employer in any
capacity and whose salary is being paid by the employer.

(22} “Employer” means a governmental entity participating in a retirement
system enumerated in 19-2-302 on behalf of its eligible employees.

(23) “Essential elements of the position” means fundamental job duties. An
element may be considered essential because of but not limited to the following
factors:

(a} the position exists to perform the element;
(b) there are a limited number of employees to perform the element; or
(¢} the element is highly specialized.

{24) “Fiscal year” means a plan year, which is any year commencing with July
1 and ending the following June 30,

(25} “Inactive member” means a member whe is not an active or retired
member.

(26) “Internal Revenue Code” means the federal 1nternal Revenue Code of
1954 or 1986, as applicable to a retirement system, as that code provided on July
1, 1999.

(27) “Member” means either:

(a) = person with accumulated contributions and service credited with a
defined benefit retirement plan or receiving a retirement benefit on account of
the person’s previous service credited in a retirement system; or

.. {b) a person with a retirement account in the defined contribution plan.

{28) “Membership service™ or “years of service” means the periods of service
that are used to determine eligibility for retirement or other benefits,

(29) “Normal cost” or “future normal cost” means an smount calculated
under an actuarial cost method required to fund accruing benefits for members of
a defined benefit retirement plan during any year in the future. Normal cost does
not include any portion of the supplemental costs of a retirement plan.

(30) “Pension” means benefit payments for life derived from contributions to
a retirement plan made from state- or employer-controlled funds.

. [31) “Pension trust fund” means a fand established to hold the contributions,
Income, and assets of a retirement system or plan in public trust,

(32) “Plan choice rate” means the amount of the employer contribution as a
percentage of payroll covered by the defined contribution plan members that is
allocated to the public employees’ retirement system’s defined benefit plan
pursuant to 19-3-2117 and that is adjusted by the board pursuant to 19-3-2121 to
actuarially fund the unfunded liabilities and the normal cost rate changes in a
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defined benefit plan resulting from member selection of the defined contribution
plan.

(33} “Regular contributions” means contributions required from members
under a retirement plan.

(34) “Regular interest” means interest at the rate set from time to time by the
board.

(35) “Retirement” or “retired” means the status of a member who has been
terminated from service for at least 30 days and has received and accepted a
retirement benefit from a retirement plan,

(36) “Retirement account” means an individual account within the defined
contribution retirement plan for the deposit of employer and employee
contributions and other assets for the exclusive henefit of a metnber of the
defined contribution plan or the member’s beneficiary.

(37) “Retirement benefit” means:

(a) in the case of a defined benefit plan, the periodic benefit payable as a result
of service, early, or disahility retirement under a defined benefit plan of a
retirement system. With respect to a defined benefit plan, the term does not mean
an annuity.

(b) in the case of the defined contribution plan, a benefit as defined in
gubsection (10)(b).

(38} “Retirement system” or “system” means one of the public employee
retirement systems enumerated in 19-2-302.

(39) “Service” means employment of an employee in a position covered by a
retirement, system,

(40} “Statutory beneficiary” means the surviving spouse or dependent child
or children of a member of the highway patrol officers’, municipal police officers’,
or firefighters’ unified retirement system who are statutorily designated to
receive benefits upon the death of the member.

{(41) “Bupplemental cost” means an element of the total actuarial cost of &
defined benefit retirement plan arising from benefits payable for serviee
performed prior to the inception of the retirement plan or prior to the date of
contribution rate increases, changes in actuarial assumptions, actuarial losses, or
failure to fund or otherwise recognize normal cost aceruals or interest on
supplemental costs, These costs are included in the unfunded actuarial liabilities
of the retirement plan.

(42) “Survivorship benefit” means payments for life to the statutory or
designated beneficiary of a deceased member who died while in service under a
defined benefit retirement plan.

(43) "Termination of employment” or “termination of service” means that
the member has severed the employment relationship with the employer and has
been paid all compensation due upon termination of employment, including but
not limited to payment of accrued annual leave credits, as provided in 2-18-61 1,
and payment of accrued sick leave credits, as provided in 2-18-618. For purposes
of this subsection, compensation as a result of legal action, court order, appeal, or
settlement to which the hoard was not Party is not a payment due upon
termination,
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(44) “Unfunded actuarial Labilities” or “unfunded liabilities” means the
excess of a defined benefit retirement plan’s actuarial liabilities at any given
point in time over the value of its cash and investments on that same date,

(45) “Vested member” or “vested” means:

{a) with respect to a defined benefit plan, a member or the status of a member
who has attained the minimum membership service requirements to be eligible
for retirement benefits under the retiroment plan; or

(b) with respect to the defined contribution plan, a member or the status of a
member who, pursuant to 19-3-21186, is entitled to employer contributions and
income on these contributions in the member’s retirement account.

(46) “Written application” means a written instrument, specified by the
hoard, properly executed, and filed with the board, that contains all the
information required by the board, including decumentation that the board
considers necessary,”

Section 2. Section 19-3-108, MCA, is amended to read:

“19-3-108. (Temporary) Definitions. Unless the context requires
otherwise, as used in this chapter, the following definitions apply:

(1) (a) “Compensation” means remuneration paid out of funds controlled by
an employer in puyment for the member’s services, or for time during which the
member is excused from work because of a holiday or because the member has
taken compensatory leave, sick lecve, annual leave, or a leave of absence, before
any pretax deductions allowed by state or federal law are made.

(b) Compensation does not include;

{i) the payments or contributions made in lieu of wages for an individual
subject to 19-3-403(4Xa);

{i1) in-kind goods provided by the employer, such as uniforms, housing,
transportation, or meals;

(iii) in-kind services, such as the retraining allowance paid pursuant to
2-18-622, or employment-related services;

(iv) contributions o group insurance, such as that provided under 2-18-701
through 2-18-704; and

(v) lump-sum payments for compensatory leave, sick leave, or annual leave
patd without termination of employment,

{2} “Contracting employer” means any political subdivision or governmental
entity that has contracted to come into the system under this chapter.

{3) “Employer” means the state of Montana, its university system or any of
the colleges, schools, components, or units of the university system for the
purposes of this chapter, or any contracting employer, except that a nonprofit
mental health corporation established pursuant to 53-21-204 may not be an
employer with regard to employees hired afier June 30, 1999,

(4) “Employer contributions” means payments to the pension trust fund
pursuant to 19-3-318 from appropriations of the state of Montana and from
contracting employers.

{5) “Final average salary” means a member’s highest average monthly
compensation during any 36 consecutive months of membership service.
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Lump-sum payments for severance pay, including compensatory leave, sick leave,
and annnal leave, paid to the member upon termination of employment may be
used in the caleulation of a retirement benefit only to the extent that they are
used to replace, on a month-for-month basis, the regular compensation for a
month or months included in the calculation of the final average salary. A
lump-sum payment may not be added to a single month’s compensation.

19-3-108. (Effective on occurrence of contingency or July 1, 2002,
whichever is earlier) Definitions. Unless the context requires otherwise, as
used in this chapter, the following definitions apply:

(1} {a} “Compensation” means remuneration paid out of funds controlled by
an employer in payment for the member’s services, or for time during which the
member is excused from. work because of a holiday or because the member has
taken compensatory leave, sick leave, annual leave, or a leave of absence, before
any pretax deductions allowed by state or federal law are made.

(b) Compensation does not include:

(i) the payments or contributions made in lieu of wages for an individual
subject to 19-3-403(4Ma);

{it) in-kind goods provided by the employer, such as uniforms, housing,
transportation, or meuals;

(iti) in-kind services, such as the retraining allowance paid pursuant to
2-18-622, or employment-related services;

{iv) contributions to group insurance, such as that provided under 2-18 701
through 2-18-704; and

(v} lump-sum payments for compensatory leave, sick leave, or annual leave
paid without termination of employment.

(2) “Contracting employer” means any political subdivision or governmental
entity that has contracted to come into the system under this chapter.

(3) “Defined benefit plan” means the plan within the public employees’
retirement system established in 19-3-103 that is not the defined contribution
plan.

{4) “Employer” means the state of Montana, its university system or any of
the colleges, schools, components, or units of the university systemn for the
purposes of this chapter, or any contracting employer, except that a nonprofit
mental health corperation established pursuant to 53-21-204 may not be an
employer with regard to employees hired after June 30, 1999,

(5} “Employer contributions” means payments to a pension trust fund
pursuant to 19-3-316 from appropriations of the state of Montana and from
contracting employers,

(6) “Final average salary” means a member's highest average monthly
compensation during any 36 consecutive months of membership service.
Lump-sum payments for severance pay, including payment for compensatory
leave, sick leave, and -annual leave, paid to the member upon termination of
employment may be used in the calculation of a retirement benefit only to the
extent that they are used to replace, on a month-for-month basis, the regular
compensation for a month or months included in the calculation of the final
average salary. A lump-sum payment may not be added to & single month's
compensation.
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(7) “Bystem” or “retirement system” means the public employees’ retirement
system established in 19-3-103.”

Section 3. Section 19-3-1605, MCA, is amended to read:

“19-3-1605. Guaranteed annua! benefit adjustment. {1) Subject to
subsection (2), on January 1 of each year, the permanent monthly benefit payable
during the preceding January tc each recipient who is eligible under subsection
(3) must be increased by 5% 3%.

{2) (a) If a recipient’s henefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than a 6% 3% annualized increase, then the
recipient’s benefit must be adjusted by an amount that will provide a total
annualized increase of 3:6% 3% in the benefit paid since the preceding January.

(b} If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
incresses amount to more than a +:6% 3% annualized increase, then the benefit
increase provided under this section must be 0%.

(c) If a benefit recipient is a contingent annuitant receiving an optional
benefit upon the death of the original payee that occurred since the preceding
January, the new recipient’s monthly benefit must be increased to 1.6% 3% more
than the amount that the contingent annuitant would have received had the
contingent annuitant received a benefit during the preceding January,

{3} Except as provided in subsection (2)(h), a benefit recipient is eligible for
and must receive the minimum annual benefit adjustment provided for in this
section if:

(a) the benefit's commencement date is at least 36 months prior to January 1
of the year in which the adjustment is to be made; and

{b) the benefit recipient is not an active member of a public retirement system
covered by this {itle.

(4} The board shall adopt rules to administer the provisions of this section.”

Section 4. Purchasing power adjustment. Beginning with the July 2001
benefit, the board shall provide an ad hocbenefit increase to retired members and
beneficiaries of the retirement system receiving a monthly retirement benefit.
The ad hocbenefit increase must be calculated by the hoard actuary and approved
by the board. The benefit increase must be designed to bring the benefit
recipient’s eurrent benefit up to a level estimated to be no less than 75% of the
purchasing power of the original recipient’s initial monthly benefit. Purchasing
power must be calculated considering the date that the first benefit was paid to
the original benefit recipient, applicable benefit increases since that date, and a
comparison with the consumer price index for urban wage earners and workers,
compiled by the bureau of labor statistics of the United States department of
labor since the date the first benefit was paid to the original benefit recipient.

Section 5. Section 19-5-901, MCA, is amended to read:

“19-3-901. Guaranteed amnual benefit adjustment. (1) Subject to
mcc.mmnﬂon (2), on January 1 of each year, the permanent monthly benefit payable
during the preceding January to each recipient who is eligible under subsection
(3} must be increased by :-6% J3%.
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(2) (a) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than a 3-6% 3% annualized increase, then the
recipient’s benefit must be adjusted by an amount that will provide a total
annualized increase of 1:6% 3% in the benefit paid since the preceding January.

(b} If a recipient’s henefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
increases amount to more than a 8% 3% annualized increase, then the benefit
increase provided under this section must be 0%.

(c) If a benefit recipient is a contingent annuitant receiving an optional
benefit upon the death of the original payee that occurred since the preceding
January, the new recipient’s monthly benefit must be increased to +8% 3% more
than the amount that the contingent annuitant would have received had the
contingent annuitant received a benefit during the preceding January.

(3) Except as provided in subsection (2)(b), a benefit recipient is eligible for
and must receive the minimum annual benefit adjustment provided for in this
section if:

() the benefit’s commencement date is at least 36 months prior to.January 1
of the year in which the adjustment is to be made;

(b) the benefit recipient is not an active member of a public retirement system
covered by this title; and

{c) the member or benefit recipient either:
(i) first became an active member on or after July 1, 1997; or

(ii) filed a voluntary, irrevocable election to be covered under this section. The
election must be filed with the board prior to January 1, 1998.

{4) The board shall adopt rules to administer the provisions of this section.”

Section 6. Election — guaranteed annual benefit adjustment. (1)
Subject to subsection (2), on January 1 of each year, the permanent monthly
benefit payable during the preceding January to each recipient who is eligible
under subsection (3) must be increased by 3%.

(2) (a) If arecipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments arnount to less than a 3% annualized increase, then the recipient’s
betiefit must be adjusted by an amount that will provide a total annualized
increase of 3% in the benefit paid since the preceding January.

(b} If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
increases amount to more than a 3% annualized increase, then the benefit
increase provided under this section must be 0%.

{3) A benefit recipient iz eligible for and must receive the minimum annual
henefit adjustment provided for in this section if:

(a) the benefit’s commencement date is at least 36 months prior to January 1
of the year in which the adjustment is to be made; and

(b} the member either:
{i} first became an active member on or after July 1, 1997; or
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(iD) filed a voluntary, irrevocable election to be covered under this section. The
election:

(A) must be filed with the hoard prior to December 1, 2001: and

. (B) requires an active member to pay an increased or revised contribution
Tate from January 1, 2002, forward,

(4) The board shall adopt rutes to administer the provisions of this seetion.

(5) The decision of a member who elected to participate under 19-5-901
remains valid. The decision of a member who elected not to participate under
19-5-801 may be reversed under this section,

Section 7. Section 19-6-101, MCA, is amended to read;

“19-6-101. Definitions. Unless the context requires otherwise, the
following definitions apply in this chapter:

(1) “Compensation” means remuneration paid for services to a member out of
funds controlled by an emplayer before any pretax deductions allowed by the
Internal Revenue Code have been made and exclusive of maintenance,
allowances, and expenses.

(2) “Dependent child” means an unmarried child of a deceased retired
member, who is:

(a} under 18 years of age; or

(b) under 24 years of age and attending an accredited postsecondary
educational institution as a full-time student in anticipation of receiving a
certificate or degree.

(3) “Final average salary” means the average monthly compensation received
by a member for any 3 years of continuous service upon which contributions have
been made or, in the event & member has not served 2 years, the total
compensation earned divided by the number of months served. Lump-sum
payments for severance pay, including payment for compensatory leave, sick
leave, and annual leave, paid to an employee upon termination of service may be
used in the calculation of a retirement benefit only to the extent that they are
used to replace, on a menth-for-month basis, the normal compensation for a
month or months included in the caleulation of the final average salary. A
lump-sum payment may not be added to a single month’s compensation.

(4) “Surviving spouse” means the spouse married to a retired member at the
time of the retired member’s death.

(5) “Survivor” means a surviving spouse or dependent child of a member,”
Section 8. Section 19-6-710, MCA, is amended to read:

¥19-6-718. Guaranteed annual benefit adjusiment. {1) Subject to
subsection (2), on January 1 of each year, the permanent monthly benefit payable
during the preceding January to each recipient who is eligible under subsection
(3) must be increased by 3-6% 3%.

{2) (a) If arecipient’s benefit payable during the preceding January has been
increased by one or more adjustments not pravided for in this section and the
adjustments amount to less then a 1:5% 3% annualized increase, then the
recipient’s benefit must be adjusted by an amount that will provide a total
annualized increase of ::6% 3% in the benefit paid since the preceding January.
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{b) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
increases amount to more than a +:6% 3% annualized increase, then the henefit
increase provided under this section must be 0%.

(3) Except as provided in subsection (2}(b), a benefit recipient is eligible for
and must receive the minimum annual benefit adjustment provided for in this
section if:

(a) the benefit's commencement date is at least 36 months prior to January 1
of the year in which the adjustment is to be made;

(b} the benefit recipient is not an active member of a public retirement system
covered by this title; and

{¢) the member either:
(i) first became an active member on or after July 1, 1997; or

(i) filed a voluntary, irrevocable election to be covered under this section. The
election must be filed with the board prior to January 1, 1998, and requires an
active member to pay an increased contribution rate from July 1, 1997, forward. A
retired member or the member’s survivor who is receiving a monthly benefit
before July 1, 1997, shall also file the voluntary, itrevocable election no later than
January 1, 1998, to be covered under this section.

{(4) The board shall adopt rules to administer the provisions of this section.”

Section 9. Election — gusranteed annual benefit adjustment. (1}
Subject to subsection (2), on January 1 of each year, the permanent monthly
benefit payable during the preceding January to each recipient who is eligible
under subsection (3) must be increased by 3%.

(2) {(a) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than a 3% annualized increase, then the recipient’s
benefit must be adjusted by an amount that will provide a total annualized
increase of 3% in the benefit paid since the preceding January.

{b) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
increases amount to more than a 3% annualized increase, then the benefit
increase provided under this section must be (1%.

(3) A benefit recipient is eligible for and must receive the minimum annual
benefit adjustment provided for in this section if:

{a) the benelit’'s commencement date is at least 36 months prior to January 1
of the year in which the adjustment is to be made; and

{b) the member either:
(i} first became an active member on or after July 1, 1997; or

(ii} filed a voluntary, irrevocable election to be covered under this section. The
election:

{A) must be filed with the board prior to December 1, 2001; and

(B) requires an active member to pay an increased or revised contribution
rate from January 1, 2002, forward.
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(4) The board shall adopt rules to administer the provisions of this section,

(5) The decision of a member who elected to participate under 19-6-710
remains valid. The decision of a member who elected not to participate under
19-6-710 may be reversed under this zection. i

Section 10. Section 19-7-101, MCA, iz amended to read:

“19-7-101. Definitions, Unless the context requires otherwise, the
following definitions apply in this chapter:

(1) “Compensation” means remuneration paid for services to a member out of
funds conirolled by an employer before any pretax deductions allowed by the
Internal Revenue Code are made and exclusive of maintenance, allowances, and
expenses.

{2} “Final average salsry” means the average monthly compensation received
by a member for any 3 years of continuous service from which contributions were
deducted or, in the event that a member has not served 3 years, the total
compensation earned divided by the number of months served. Lump-sum
payments for severance pay, including poyment for compensatory leave, sick
leave, and annual leave, paid to an employee upon termination of employment
may be used in the caleulation of a retirement benefit only to the extent that they
are used to replace, on a month-for-month basis, the normal compensation for a
month or months included in the calculation of the final average salary. A
lump-sum payment may not be added to a single month’s compensation.

(3} “Investigator” means a person who is employed as a criminal investigator
or as a gambling investigator for the department of justice.

{4) “Sheriff” means any elected or appointed county sheriff or undersheriffor
any appointed, lawfully trained, appropriately salaried, and regularly acting
deputy sheriff. The board shali adopt rules incorporating both the peace officers
standards and training council’s current law enforcement training requirements
and the legislatively authorized salary requirements as effective for deputy
sheriffs who are eligible for membership in this retirement system.”

Section 11. Section 19-7-711, MCA, is amended to read:

“19-7-711. Guaranteed annual benefit adjustment. {1) Subject to
subsection {2}, on January 1 of each year, the permanent monthly benefit payable
during the preceding January to each recipient whe is eligible under subsection
(3) must be increased by 6% 3%.

(2) (a) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amourt to less than a 6% 3% annualized increase, then the
recipient’s henefit must be adjusted by an amount that will provide a total
annualized increase of +6% 3% in the benefit paid since the preceding January.

(b) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
Increases amount to more than a +-8% 3% annualized increase, then the henefit
increase provided under this section must be 0%.

{¢) If a benefit recipient is a contingent annuitant receiving an optional
benefit upon the death of the original payee that occurred since the preceding
January, the new recipient’s monthly benefit must be increased to 1-5% 3% more
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than the amount that the contingent annuitant would have received had the
contingent annuitant received a benefit during the preceding January.

(3) Except as provided in subsection (2)(b), a benefit recipient is eligible for
and must receive the minimum annual benefit adjustment provided for in this
section if:

{a) the benefit’s commencement date is at least 36 months prior to January 1
of the year in which the adjustment is to be made; and

(b) the benefit recipient is not an active member of a public retirement system
covered by this title.

(4} The board shall adopt rules to administer the provisions of this section.”
Section 12. Section 19-8-101, MCA, is amended to read:

©“19-8-101, Definitions, Unless the coniext requires otherwise, the
following definitions apply in this chapter:

(1} “Compensation” means remuneration paid for services to a member out of
funds controlled by an employer before any pretax deductions allowed by the
Internal Revenue Code are made and exclusive of maintenance, allowances, and
expenses.

(2) “Final average salary” means the average monthly compensation received
by a member for any 3 years of continuous service upon which contributions were
made or, in the event a member has not served 3 years, the total compensation
earned divided by the number of months served. Lump-sum payments for
severance pay, including payment for compensatory leave, sick leave, and annual
leave, paid to an employee upon termination of empleyment may be used in the
calculation of a relirement benefit only to the extent that they are used to replace,
on & month-for-month basis, the normal compensation for a month or months
included in the caleulation of the final average salary. A lump-sum payment may
not be added to a single month’s compensation.

(3} “Game warden” means a state fish and game warden hired by the
department of fish, wildlife, and parks and includes all warden supervisory
3 personnel whose salaries or compensation is paid out of the department of fish,
- wildlife, and parks money.

-

(4} “Motor carrier officer” means an employee of the department of
transportation appeinted as a peace officer pursuant to 61-12-201,

(6) “Peace officer” or “state peace officer” means a persan who by virtue of the
person's employment with the state is vested by law with a duty to maintain
public order or make arrests for offenses while acting within the scope of the
person’s authority or who is charged with specific law enforcement
responsibilities on behalf of the state.”

Section 13. Section 19-8-1105, MCA, is amended to read:

“19-8-1105. Guaranteed annual benefit adjustment. (1) Subject to
subsection (2}, on January 1 of each year, the permanent monthly benefit payabte
during the preceding January o each recipient who is eligible under subsection
(3) must be increased by 1-8% 3%.

(2} {a} If a recipient’s benefit payable during the preceding January has been
inereased by one or more adjustments not provided for in this section and the
adjustments amount to less than a %5% 3% annualized increase, then the
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recipient’s benefit must be adjusted by an amount that will provide a total
annualized increase of 1:5% 3% in the benefit paid since the preceding January.

(b} If a recipient's benefit payable during the preceding January has been
increased by one or more adjustmenta not provided for in this section and the
inereases amount to more than a 3:6% 3% annualized increase, then the benefit
increase provided under this section must be 0%.

{(c) If a benefit recipient is a contingent annuitant receiving an optional
henefit upon the death of the original payee that occurred sinee the preceding
January, the new recipient’s monthly benefit must be increased to 1-6% 3% more
than the amount that the contingent annuitant would have received had the
contingent annuitant received a benefit during the preceding January.

(3) Except as provided in subsection (2)(b), a benefit recipient is eligible for
and must receive the minimuem annual benefit adjustment provided for in this
section if:

(a) the benefit’s commencement date is at least 36 months prior to January 1
of the year in which the adjustment is to¢ be made: and

(b) the benefit recipient is not an active member of a public retirement system
covered by this title,

{4) Theboard shall adopt rules to administer the provisions of this section.”
Section 14. Section 19-9-1009, MCA, is amended to read:

“19-8-1009. Guaranteed annual benefit adjustment, (1) Subject to
subsection (2), on January 1 of each year, the permanent monthly benefit payable
during the preceding January to each recipient who is eligible under subsection
(3) must be increased by :-5% 3%,

(2) {a) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than a +-5% 3% annualized increase, then the
recipient’s benefit must be adjusted by an amount that will provide a total
annualized increase of 1:6% 3% in the benefit paid since the preceding January.

(b} If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
increases amoutit to more than a +-6% 3% annualized increase, then the benefit
increase provided under this section must be 0%,

{3) Except as provided in subsection (2)(h), a benefit recipient is eligible for
and must receive the minimum annual benefit adjustment provided for in this
section if:

(a) the benefit’s commencement date is at least 36 months prior to J anuary 1
of the year in which the adjustment is to be made;

{b) the benefit recipient is not an active member of a public retirement system
covered by this title; and

(c) the member either:
{i) first became an active member on or after July 1, 1997; or

(ii) filed a voluntary, irrevocable election to be covered under this section. The
m_mmz.uu must be filed with the board prior to January 1, 1988, and requires an
active member to pay an increased contribution rate from July 1, 1997, forward. A
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retired member or the member’s survivor who is receiving a monthly benefit
before July 1, 1997, shall also file the voluntary, irrevocable election no later than
Jamuary 1, 1998, to be covered under this section.

(4) The board shall adopt rules to administer the provisions of this sectign,”
Section 15. Section 19-9-1010, MCA, is amended to read:

“19-2-1010. Election — guaranteed annual benefit adjustment. (1)
Bubject to subsection (2), on January 1 of each year, the permanent monthiy
benefit payable during the preceding January to each recipient who is eligible
under subsection {3) must be increased by +-6% 3%.

(2) {a) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than a 5% 3% annualized increase, then the
recipient’s benefit must be adjusted by an amount that will provide a total
annualized increase of 1-6% 3% in the benefit paid sinee the preceding January.

{b) If a recipient’s benefit payable during the preceding January has heen
increased by one or more adjustments not provided for in this section and the
increases amount to more than & 6% 3% annualized increase, then the benefit
increase provided under this section must be (%.

{3) A benefit recipient is eligible for and must receive the minimum annual
benefit adjustment provided for in this section if:

(a) the benefit’s commencement date is at least 36 months prior to January 1
of the year in which the adjustment is to be made; and

{b) the member either:
(i) first became an active member on or after July 1, 1997; or

(ii) filed a voluntary, irrevocable election to be covered under this section. The
election:

(A} must be filed with the board prior to December 1, 1999; and

(B) requires an active member to pay an increased or revised contribution
rate from January 1, 2000, forward.

(4} The board shall adopt rules to administer the provisions of this section.

(6} The decision of a member who elected to participate under 19-9-1069
remains valid. The decision of a member who elected not to participate under
19-9-1009 may be reversed under this section.”

Section 16. Election — guaranteed annual henefit adjustment,. (1}
Subject to subsection (2), on January 1 of each year, the permanent monthly
benefit payable during the preceding January to each recipient who is eligible
under subsection (3} must be increased by 3%.

(2} {a) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than & 3% annualized inerease, then the recipient’s
benefit must be adjusted by an amount that will provide a total annualized
increase of 3% in the benefit paid since the preceding January.

{b) If a recipient’s benefit payable during the preceding January has been
increased by ane or more adjustments not provided for in this section and the
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increases amount to more than a 3% snnualized increase, then the benefit
increase provided under this section must be 0%.

(3) A benefit recipient is eligible for and must receive the minimum annual
benefit adjustment provided for in this section if:

(a) the benefit’s commencement date is at least 36 months prior to January 1
of the year in which the adjustment is to be made; and

(b) the member either:
(i} first became an active member on or after July 1, 1997; or

{ii} filed a voluntary, irrevocable election to be covered under this section. The
election:

(A) must be filed with the board prior to December 1, 2001: and

(B} requires an active member to pay an increased or revised contribution
rate from January 1, 2002, forward.

(4) The board shall adopt rules to administer the provisions of this section.

(5) The decision of a member whe elected to participate under 13-9-1009 or
18-9-1010 remains valid. The decision of a member who elected not to participate
under 19-9-1009 and 19-9-1010 may be reversed under this section,

Section 17, Section 19-13-1010, MCA, is amended to read:
“19-13-1010. Guaranteed annual benefit adjustment. (1) Subject to

- subsection (2}, on January 1 of each year, the permanent menthly benefit payable

during the preceding January to each recipient who is eligible under subsection
(3) must be increased by +5% 3%.

(2) (a) If atecipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than a 1.5% 3% annuakized increase, then the
recipient’s benefit must be adjusted by an amount that will provide a total
annualized increase of 5% 3% in the benefit paid since the preceding January.,

(b) If a recipient’s benefit payable during the preceding January has been
increased by one cr more adjustments not provided for in this section and the
increases amount to more than a +:6% 3% annualized increase, then the benefit
inerease provided under this section must he 0%.

(3) Except as provided in subsection (2)(b), a benefit recipient is eligible for
and must receive the minimum annual benefit adjustment provided for in this
section if:

(a) the benefit's commencement date is at least 36 months prior {o January 1
of the year in which the adjustment is to be made:

{b) thebenefit recipient is not an active member of a public retirement system
covered by this title; and

{e) the member either:

(i} first became an active member on or after July 1, 1997; or

(i) fited a voluntary, irrevocable election to be covered under this section. The
election must be filed with the board prior to January 1, 1998, and requires an
active member to pay an increased contribution rate from dJuly 1, 19987, forward. A
retired member or the member’s survivor who is receiving a monthly benefit




Ch. 149 MONTANA SESSION LAWS 2001 714

before July 1, 1997, shall also file the voluntary, irrevocable election no later than
January 1, 1398, to be covered under this section.

(4) The board shall adopt rules to administer the provisions of this section.”

Section 18. Election — guaranteed annual benefit adjustment. (1)
Subject to subsection {2), on January 1 of each year, the permanent monthly
benefit payable during the preceding January to each recipient who is eligible
under subsection (3) must be increased hy 3%.

(2) (a) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than a 3% annualized increase, then the recipient’s
benefit must be adjusted by an amount that will provide a total annualized
increase of 3% in the benefit paid sinee the preceding January.

{b) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
increases amount to more than a 3% annualized increase, then the benefit
increase provided under this section must be 0%.

(3) A benefit recipient is eligible for and must receive the minimum annuval
benefit adjustment provided for in this section if:

(a) the benefit's commenecement date is at least 36 months prior to January 1
of the year in which the adjustment is to he made; and

(b) the member either:
(1) first became an active member on or after July 1, 1997; or

(ii) filed & voluntary, irrevocable election to be covered under this section. The
election:

(A) must be filed with the board prior to December 1, 2001; and

{B) requires an active member to pay an increased or revised contribution
rate from January 1, 2002, forward.

(4} The board shall adopt rules to administer the provisions of this section.

(5) The decision of a member who elected to participate under 19-13-1010
remains valid. The decision of a member who elected not to participate under
19-13-1010 may be reversed under this section,

Section 19, Section 19-20-622, MCA, is amended to read:

“18-20-622, Minimum monthly benefit allowance. {1} A retired member
of the retirement system who on July 1, 1999 2001, is receiving a service or
disability retirement allowance that is less than $568 $600 is eligible to receive a
minimum monthly benefit allowance of $5008 $60( if the member at the time of
retirement had 25 years or more of creditabie service.

(2) Abeneficiary or beneficiaries of a deceased retired member who on July 1,
1989 2001, are receiving an optional service, disability, or survivorship allowance
that when added together are less than $500 $600 are eligible to receive a
proportional share of a minimum monthly benefit allowance of $508 2600 if the
retired member at the time of retirement had 25 years or more of creditable
service.
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(3) If on July 1, 3899 2001, multiple beneficiaries are receiving benefits under
aretired member’s account, the minimuam monthly benefit must be divided in the
same proportion as was the initial service, disability, or survivorship allowance.”

Section 20. Section 19-20-719, MCA, is amended to read:

%19-20-719. Guaranteed anmual benefit adjustment — rulemaking.
(1) On Subject to subsection (3), on January 1 of each year, the retirement
allowance payable to each recipient who is eligible under subsection (2) must be
increased by 1.5%. :

(2) A benefit recipient is eligible for and must receive the minimum annual
benefit adjustment provided for in this seciion if the retiree’s most recent
retirement effective date is at least 36 months prior to January 1 of the year in
which the adjustment is to be made.

(3} On January I, 2002, and Jaenuary 1 of each year following the system’s
biennial valuation, the board may increase the annual benefit adjustment
provided in subsection {1} until a maximum of 3% Is guaranteed if:

{a} the period required to amortize the system’s actuarial unfunded liability,
as determined by the most recent biennial valuation, adjusted for any benefit
enhancement enacted by the legislature since the most recent biennial valuation, is
less than 25 years;

(b} sufficient funds are available to increase the guaranteed annual benefit
adjustment by at least 0.1%; and

fc) the increase granted by the board would not cause the amortization period,
as of the most recent valuation, to exceed 25 years.

(4) The board shall adopt rules to edminister the provisions of this section.”

Section 21. Codification instruction. (1) [Section 4] is intended to be
codified as an integral part of Title 19, chapter 3, part 186, and the provisions of
Title 19, chapter 3, part 16, apply to [section 4],

{2} {Section 6] iz intended to be codified as an integral part of Title 19, chapter
5, part 9, and the provisions of Title 19, chapter 5, part 9, apply to [section 6].

(3} [Section 9] is intended to be codified as an integral part of Title 19, chapter
6, part 7, and the provisions of Title 19, chapter 8, part 7, apply to (section 9].

(4) [Section 18] is intended to be codified as an integral part of Title 19,
chapter 9, part 10, and the provisions of Title 19, chapter 9, part 10, apply to
[section 18].

(5) {Section 18] is intended to be codified as an integral part of Title 19,
chapter 13, part 10, and the provisions of Title 19, chapter 13, part 10, apply to
{section 18].

Section 22, Effective date. [This act] is effective on passage and approval.
Approved March 29, 2001
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{4) (a) The board may designate a veterans "cemetery established pursuant to
[section 1 of Senate Bill No. 21] as a state veterans’ cemetery f:

(i) the legislature has authorized the cemelery pursuant to subsection (2) or
{32); and

{ii) the board certifies that the cemeteryis operated and maintained under the
same standards and interment eligibility criteria as required for a state veterans’
cemetery established by the board.

(b} A cemetery designated under this subsection (4} as @ state veterans’
cemetery must be recognized and identified as a state vetergns’ cemetery an
official state maps, in other appropriate state publications and websites, and on
appropriate state road signs.”

Section 2, Appropriation, Thereis appropriated $1 from the general fund
to the department of military affairs for fiscal year 2008,

Section 3. Contingent voidness, If Senate Bill No. 21 is not passed and
approved, then [this act] is void.

Section 4. Effective date, [This act] is effective July 1, 2007.
Approved May 3, 2007

CHAPTER NO. 371
[HB 131]

AN ACT REVISING PUBLIC RETIREMENT LAWS; PROVIDING FOR THE
ACTUARJIAL FUNDING OF THE PUBLIC EMPLOYEES' AND SHERIFFS
RETIREMENT SYSTEMS BY INCREASING EMPLOYER CONTRIBUTION
RATES; PROVIDING THAT THE INCREASE WILL NOT BE IMPOSED IF
CERTAIN ACTUARIAL CONDITIONS ARE MET; ALLOCATING A
PORTION OF THE EMPLOYER CONTRIBUTION IN THE PUBLIC
EMPLOYEES' RETIREMENT SYSTEM DEFINED CONTRIBUTION PLAN
TO PAY FOR THE PLAN'S STARTUP LOAN; REDUCING THE
GUARANTEED ANNUAL BENEFIT ADJUSTMENT FOR MEMBERS OF
THE PUBLIC EMPLOYEES’, SHERIFFS, AND GAME WARDENS' AND
PEACE OFFICERS' RETIREMENT SYSTEMS HIRED OR ASSUMING
OFFICE ON OR AFTER JULY 1, 2007; INCREASING THE STATUTORY
APPROPRIATION FOR STATE RETIREMENT CONTRIBUTIONS FOR
EMPLOYEES OF SCHOOL DISTRICTS: PROVIDING APPROPRIATIONS;
AMENDING SECTIONS 19-3-316, 19-3-319, 19-3-1605, 19-3-2117, 19-7-404,
19-7-711, 19-8-1105, AND 19-21-214. MCA; AND PROVIDING AN
EFFECTIVE DATE.

Be it enacted by the Legislature of the State of Montana:

Section 1. Section 19-3-318, MCA, is amended to read:

“19-3-316. Employer contribution rates. (1) Each employer shall
contribute to the system. Except as provided in subsection (2), the emplayer
shall pay as cmployer contributions 6.9% of the compensation paid to al? of the
employer’s employees plus any edditional contribution under subsection (3),
except for those employees properly excluded from membership. Of employer
Sﬁs,w,aﬁmosm. made under this subsection for both defined benefit plan and
defined eontribution plan members, a portion must be allocated for educational
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programs as provided in 19-3-112. Employer contributions for members under
the defined contribution plan must be allocated as provided in 19-3-2117.

(2) Local government and school district employer contributions must be the
total employer contribution rate provided in subsection (1) minus the state
contribution rete rates under 19-3-319.

(3) Subject to subsection (4), each employer shall contribule to Lhe system an
additional employer contribution equal to the following percentage of the
compensation paid to all of the emplover’s employees, except for those employees
properly exeluded from membership:

(@) beginning July I, 2007, 0.135%, and
(&) beginning Julv 1, 2009, 0.27%.

(4} (a) The board shall periodically review the additional employer
contribution provided for under subsection (3} and recommend adjustments to
the legislature as needed to maintain the amortization schedule set by the board
for payment of the system’s unfunded liabilities.

(b} The employer contribution required under subsection (3} terminaies on
July 1 immediately following the system’s actuarial valuation if:

(i) the actuarial valuation determines that the period required to amortize
the system’s unfunded lLabilities, including adjustments made for any benefit
enhancements enacted by the legislature after the valuation, is less than 25
vears; and

{ii) terminating the additional employer contribution would not cause the
amortization period as of the most recent actuarial valuation to exceed 25 years.”

Section 2. Section 19-3-319, MCA, is amended to read:

“19-3-319. State contributions for local government and school
district employers. (1} The state shall contribute monthly from the general
fund to the pension trust fund a sum equal to 0.1% of the compensation paid to
all employees of local government entities and school districts on and after July
1. 1997, except those employees properly excluded from membership.

(2) (o) Subject to subsection (2)(b), in addition to the contribution required
under subsection (1), the state shall contribute monthiy from the general fund o
the pension trust fund a sum equal to the following percentage of the
compensation paid Lo all emplavees of school disiricts on and after July I, 2007,
except for those employees properly excluded from membership:

(i) beginning July 1, 2007, 0.135%; and

(i1} beginning July 1, 2008, 0.27%.

(b) The additional contribution under subsection (2)(a) terminates when the
additional contribution under 19-3-316(3) terminates.

{3) The board shall certify amounts due under this section on a monthly
basis, and the state treasurer shall transfer those amounts to the pension trust
fund within 1 week. The paymentis payments in this section are statutorily
appropriated as provided in 17-7-502."

Section 3. Section 19-3-1605, MCA. is amended to read:

“19-3-1605. Guaranteed annual benefit adjustment. (1) Subject to
subsection (2), on January 1 of each vear, the permanent monthly benefit
pavable during the preceding January to each recipient who is eligible under
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subsection (3) must be increased by 3% the applicable percentage provided in
subsection (4).

(2) {(a) Ifarecipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than 8-8% an annualized increase of the applicable
percentage provided in subsection (4), then the recipient’s benefit must be
adjusted by an amount that will provide a total annualized increase of 8% the
applicable percentage in the benefit paid since the preceding January.

(b) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
increases amount to more than 8-8% an annualized increase of the applicable
percentage provided in subscction (4), then the benefit increase provided under
this section must be 0%.

(c) I a benefit recipient is a contingent annuitant receiving an optional
benefit upon the death of the original payee that oceurred since the preceding
January, the new recipient’'s monthly benefit must be increased to 3% fhe
applicable percentage provided in subsection (5) more than the amount that the
contingent annuitant would have received had the contingent annuitant
received a benefit during the preceding January.

(3) Except as provided in subsection (2)(b), a benefit recipient is eligible for
and must receive the minimum annual benefit adjustment provided for in this
section if the benefit's commencement date is at least 12 months prior to
January 1 of the year in which the adjustment is to be made.

{4} (a} The applicable percentage is 3% for benefit recipients hired or
assuming office;

(1) before July 1, 2007: or
(i) on or after July 1, 2007, if the benefit recipient is an existing member of o
benefit plan for which the applicable percentage is 3%,

(b) Except as provided in subsection (4)a)(ii), the applicable percentage is
1.5% for benefit recipients hired or assuming office on or after July I, 2007.

(5) {a) The applicable percentage rate for a contingent annuitant described in
subsection {2)(c) is 3% if the original payee:

(1) was hired or assumed office before July 1, 2007; or
(if) was an existing member of a benefit plan for which the applicable
bercentage is 3%.

(&) Except as provided in subsection ( 5)(a)(ti), the applicable perceniage rate
for a contingent annuitant described in subsection (2Xc) is 1.5% if the original
payee was hired or assumed office on or after July 1, 2007,

49(6) The board shall adopt rules to administer the provisions of this
section.”

Section 4. Section 19-8-2117, MCA, is amended to read:

“19-3-2117. Allocation of comtributions and forfeitures. (1} The
member contributions made under 19-3-315 and additional contributions paid
by the member for the purchase of service must be allncated to the plan
member's retirement account,

{2) Subject to adjustment by the board as provided in 19-3-2121, of the
employer contributions under 19-3-316 received received:
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(a) emorafterduly1;-2602; an amount equal to:

(i) 4.19% of compensation must be allocated to the member’s retirement-
account;

(i) 2.37% of compensation must be allocated to the defined benefit planas
the plan choice rate;

{&)(iii) 0.04% of compensation must be allocated to the education fund as
provided in 19-3-112(1)(b); and

{d)iv) 0.3% of compensation must be allocated to the long-term disability
plan trust fund established pursuant to 19-3-2141; and

(B) on July I, 2007, through June 30, 2009, 0.135% of compensation and on
July I, 2009, continuing until the additional employer coniributions terminate
pursuent to 19-3-316, 0.27% of compensation must be allocated in the following
order:

(i} to the administrative account used by the board to meet the expenses of the
plan’s startup loan, until paid in full;

(ii) to the defined benefit plan to eliminate the plan choice rate unfunded
actuarial Hability; and

(iii} to the long-term disability plan trust fund to provide disability benefits to
cligible members.

(3) Forfeitures of employer contributions and investment income on the
employer contributions may not be used to increase a member’s retirement
account. The board shall allocate the forfeitures under 19-3-2116 to meet the
plan’s administrative expenses, including startup expenses.”

Section 5. Section 19-7-404, MCA, is amended to read:

“19.7-404. Employer contributions. (1) The Each employer shall pay
9.535% of the compensation paid to all of the employer's employees plus any
additional contribution under subsection (3), except for those employees
properly excluded from membership.

{2) If the required contribution to the retirement system exceeds the funds
available to a county from general revenue sources, a county may, subject to
15-10-420, budget, levy, and collect annually a tax on the taxable value of all
taxable property within the county that is sufficient to raise the amount of
revenue needed to meet the county’s obligation.

(3} Subject to subsection (4), each employer shall contribute to the system an
additional emplover contribution equal to the following percentage of the
compensation paid to all of the employer'’s employees, except for those employees
properly excluded from membership:

(@} beginning July 1, 2007, 0.29%; and

(b) beginning July I, 2009, 0.58%.

(4) (a} The board shall periodically review the additional employer
contribution provided for under subsection (3) and recommend adjustments to

the legislalire as needed to maintain the amortization schedule set by the board
for payment of the system's unfunded linbilities.

(b) The employer contribution required under subsection (3) terminafes on
July I immediately following the system’s actuarial valuation if:

(i) the actuarial valuation determines that the period required to amortize
the system's unfunded liabilities, including adjustments made for any benefit




Ch. 371 MONTANA SESSION LAWS 2007 1604

enhancements enuacted by the legislature after the valuation, is less than 25
years, and

(ii) terminating the additional employer contribution would not cause the
amortization period as of the most recent actuarial valuation to exceed 25 years.”

Section 6. Section 19-7-711, MCA, is amended to read:

“19-7-711. Guaranteed annual benefit adjustment. (1} Subject to
subsection (2), on January 1 of each year, the permanent monthly benefit
payable during the preceding January to each recipient who is eligible under
subsection (3) must be increased by 3% the applicable percentage provided in
subsection (4).

(2) (a) Ifa recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than &-8% an annealized increase of the applicable
percentage provided in subsection (4), then the recipient’s benefit must be
adjusted by an amount that will provide a total annualized increase of 3% the
applicable percentage in the benefit paid since the preceding Janusary.

(h) If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
increases amount to more than 8-3% an annualized increase of the applicable
percentage provided in subsection (1), then the bencfit increase provided under
this section must be 0%,

{c} If a benefit recipient is a contingent annuitant receiving an optional
benefit upon the death of the original payee that oceurred since the preceding
January, the new recipient's monthly benefit must be increased to 8% the
applicable percentage provided in subsection (5) more than the amount that the
contintgent annuitant would have received had the contingent annuitant
received a benefit during the preceding January.

{3) Except as provided in subsection (2)(b), 2 benefit recipient is eligible for
and must receive the minimum annual benefit adjustment provided for in this
section if the benefit's commencement date is at least 12 months prior io
January 1 of the year in which the adjustment is to he made.

(4) (a) The applicable percentage is 3% for benefit recipients hired or
assuming office:

(i) before July 1, 2007; or

(iiYon or after July 1, 2007, if the benefit recipient is an existing member of a
benefit plan for which the applicable percentage is 3%.

{b} Except as provided in subsection ( 4i(a)(ii), the applicable percentage is
1.5% for benefit recipients hired or assuming office on or after Julv 1, 2007,

. (5) (@) The applicable percentage rate for a contingent annuitant described in
subsection (2)c} is 3% if the original payee:

(1) was hired or assumed office before July I, 2007; or

(ii) was an existing member of a benefit plan for which the applicable
percentage is 3%.

(b) Except as pravided ir subsection (5)aj(ii), the applicable percentage rate

for a contingent annuitant described in subsection {2)c} is 1.5% if the original
payee was hired or assumed office on or after Julv 1, 2007,




1605 MONTANA SESSION LAWS 2007 Ch. 371

436) The board shal! adopt rules to administer the provisions of this
section.”

Section 7. Section 19-8-1105, MCA, is amended to read:

“19-8-1105. Guaranteed annual benefit adjustment. (1} Subject to
subsection (2), on January 1 of each year, the permanent monthly benefit
payable during the preceding January to each recipient who is eligible under
subsection (3) must be increased by 3% the applicable percentage provided in
subsection (4).

(2) (a) If arecipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
adjustments amount to less than 83% an annualized increase of the applicable
percentage provided in subsection (4), then the recipient’s benefit must be
adjusted by an amount that will provide a total annualized inerease of 3% the
epplicable percentage in the benefit paid since the preceding January.

(b} If a recipient’s benefit payable during the preceding January has been
increased by one or more adjustments not provided for in this section and the
increases amount to more than a-8% on annualized increase of the applicable
percentage provided in subsection (4), then the benefit increase provided under
this section must be 0%,

{c) If a benefit recipient is a contingent annuitant receiving an optional
henefit upon the death of the original payee that eccurred since the preceding
January, the new recipient’s monthly benefit must be increased to 3% the
applicable percentage provided in subsection (5} more than the amount that the
contingent annuitant would have received had the contingent annuitant
received a benefit during the preceding January.

{3} Except as provided in subsection {2){h}, a benefit recipient is eligible for
and must receive the minimum annual benefit adjustment provided for in this
section if the benefit’s commencement date is at least 12 months prior to
January 1 of the year in which the adjustment is to be made.

(4} (a) The applicable percentage is 3% for benefit recipients hired or
assuming office:

{t) before July 1, 2007 or

{ii) on or after July 1, 2007, if the benefit recipient is an existing member of o
benefit plan for which the applicable percentage is 3%.

(b) Except as provided in subsection (4Xa)(ii), the applicable percentage is
1.5% for benefit recipients hired or assuming office on or after July 1, 2007.

(5) (a} The applicable percentage rate for a contingent annuitant described in
subsection (2)fc) is 3% if the original payee:

(i) was hired or assumed office before July 1, 2007; or

(ii) was an existing member of a benefit plan for which the applicable
percentage is 3%.

(b} Except as provided in subsection (5)(a)(ii), the applicable percentage rate
for a eontingent annuitant described in subsection (2)(c) is 1.5% if the original
payee was hired or assumed office on or after July 1, 2007

43(5) The board shall adopt rules to administer the provisions of this
section.”

Section 8. Section 19-21-214, MCA, is amended to read:
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“19-21-214, Contributions and allocations for employees in
positions covered under the public employees’ retirement system. (1)
The contribution rates for employees in positions covered under the public
employees’ retirement system who elect to become program members pursuant
to 19-3-2112 are as follows:

(2) the member’s contribution rate must he the rate provided in 19-3-315;
and

(b) the employer’s contribution rate must be the rate provided in 19-3-318,

{2) Subject to subsection (3), of the employer's contribution vndersubscetion
by mustbenlocatedasfollows:

{a) an amount equal to:

{a)(i) 4.49% of compensation must be allocated to the participant’s program
account,

bi(ii) 2.37% of compensation must be allocated to the defined benefit plan
under the public employees’ retirement system as the plan choice rate; and

{e)(iii} 0.04% of compensation must be allocated to the education fund
pursuant to 19-3-112(1)¢h),; and-

(6) on July 1, 2007, through June 30, 2009, 0.135% of compensation and on
July 1, 2009, continuing until the additional emplover contributions terminate
pursuant to 19-3-318, 0.27% of compensation must be allocated in the following
order:

(i) to the administrative account used by the public employees’ retirement
board to meet the expenses of the defined contribution plan’s startup loan, until
paid in full: and

(ii} to the defined benefit plan to eliminate the plan choice rate unfunded
actuarial lichility,

(3) The allocations under subsection (2} are subject to adjustment by the
public employees’ retirement board, but only as described in and in a manher
consistent with the express provisions of 19.3-2121 "

Section 9, Appropriation. For the fiscal year beginning July 1, 2007,
there is appropriated to the office of budget and program planning the following
amountg from the indicated fund for the purpose of making the additional
employer contributions in [sections 1, 2, and 4]

FY 2008 FY 2009
General fund $309,633 £326,913
State special 212,659 221,068
Federal special 138,183 142,593
Proprietary 80,831 84,637

Section 10. Saving clause. [This act] does not affect rights and duties that
matured, penalties that were incurred, or proceedings that were begun hefore
[the effective date of this act].

Section 11. Severability. If a part of {this act] is invalid, al} valid parts
that are severable from the invalid part remain in effect. If a part of {this act} is
invalid in sne or more of itg applications, the part remains in effect in all valid
applications that are severable from the invalid applications,
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 39, 2012

SECTION 1
BOARD SUMMARY

Contribution Rates
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The stacked bars in this graph show the contributions made by members, employers, and the
State (left hand scale). The navy line shows the employer contribution rate as a percent of
payroll (right hand scale).

The employer and member contribution rates are set by State law. The actuarial valuation
determines the extent to which the statutory contributions will meet the requirements of funding
the System.
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September 14, 2012

Public Employees’ Retirement Board
100 North Park, Suite 200
Helena, Montana 59620

Dear Members of the Board:

At your request, we have conducted the annual actuarial valuation of the Public Employees’
Retirement System as of June 30, 2012. The resuits of the valuation are contained in this
report. The purpose of the valuation is discussed in the Foreword.

This report contains information on the System’s assets, as well as analyses which combine
asset and liability performance and projections. The report aiso discloses employer
contribution levels, and required disclosures under the Governmental Accounting Standards
Board Statement No. 25. This report is for the use of the Public Employees’ Retirement Board
and its auditors in preparing financial reports in accordance with applicable law and
accounting requirements. Any other user of this report is not an intended user and is
considered a third party.

Your attention is called to the Foreword in which we refer to the general approach employed
in the preparation of this report. We also comment on the sources and reliability of both the
data and the actuarial assumptions on which our findings are based. The results of this report
are only applicable for Fiscal Year ending 2012 and rely on future system experience
conforming to the underlying assumptions. To the extent that actual system experience
deviates from the underlying assumptions, the results would vary accordingly.

We hereby certify that, to the best of our knowledge, this report and its contents, which are
based on information supplied by the Montana Public Employees' Retirement
Administration, are work products of Cheiron, Inc. These work products are complete and
have been prepared in accordance with generally recognized and accepted actuarial
principles and practices which are consistent with the Code of Professional Conduct and
applicable Actuarial Standards of Practice set out by the Actuarial Standards Board.
Furthermore, as credentialed actuaries, we meet the Qualification Standards of the American
Academy of Actuaries to render the opinions contained in this report. This report does not
address any contractual or legal issues. We are not attorneys and our report does not provide
any legal services or advice.

Cheiron’s report was prepared exclusively for the Public Employees’ Retirement System for
a specific and limited purpose. It is not for use or benefit of any third party for any purpose,
and Cheiron assumes no duty or lability to any such party.

Tl C

Margaret Tempkin, FSA
Principal Consulting”Actuary Principal Consulting Actuary

Sincerely,
Cheiron

1750 Tysons Boulevard, Suite 1160, Mct.ean, VA 22102 Tel: 703.853.1456 Fax: 703.893.2006 www.chelron.us
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL YALUATION AS OF JUNE 30, 2012

FOREWORD

Cheiron has performed the actuarial valuation of the Public Employees’ Retirement System as of
June 30, 2012, The purpose of this report is to:

1) Measure and disclose, as of the valuation date, the financial condition of the System;
2) Indicate trends in the financial progress of the System;

3) Determine the sufficiency of the statutory contribution rate paid by the employers for
Fiscal Year 2012 to meet the requirements of an Annual Required Contribution (ARC) under
GASB 25; and

4) Provide specific information and documentation required by the Governmental Accounting
Standards Board (GASB).

An actuarial valuation establishes and analyzes system assets and liabilities on a consistent basis,
and traces the progress of both from one year to the next. It includes measurement of the
system’s investment performance as well as an analysis of actuarial liability gains and losses.

Section I presents a summary containing our findings and disclosing important trends
experienced by the System in recent years.

Section II contains details on various asset measures, together with pertinent performance
measurements.

Section I1I shows similar information on system liabilities, measured for actuarial, accounting,
and government reporting purposes.

Section IV develops the employer contribution rate determined using actuarial techniques.
Section V includes the required disclosures under GASB Statement No. 25.

The appendices to this report contain a summary of the System’s membership at the valuation
date, a summary of the major provisions of the System, and the actuarial methods and
assumptions used in the valuations.

In preparing our report, we relied without audit, on information (some oral and some written)
supplied by the staff of the Public Employee Retirement Administration. This information
includes, but is not limited to, plan provisions, employee data, and financial information, We
performed an informal examination of the obvious characteristics of the data for reasonableness
and consistency in accordance with Actuarial Standard of Practice No. 23.

The actuarial assumptions reflect our understanding of the likely future experience of the System
and the assumptions as a whole represent our best estimate for the future experience of the
System. The results of this report are dependent upon future experience conforming to these
assumptions. To the extent that future experience deviates from the actuarial assumptions, the
cost of the benefits would vary from our projections.

(HEIRON it




MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION I
BOARD SUMMARY

General Comments
This is the fourth valuation of the Public Employees’ Retirement System performed by Cheiron.

As of June 30, 2011 valuation the statutory contribution rates were not sufficient to amortize the
unfunded actuarial accrued liability. As of June 30, 2012 the statutory contribution rates are
again not sufficient to amortize the unfunded actuarial accrued liability. During the year ended
June 30, 2012, the System’s assets gained 2.27% on a market value basis. However, due to the
System’s asset-smoothing technique which recognizes only a portion of the gains and losses, the
return on the actuarial asset value was 3.28%. This return was below the assumed rate of return
of 7.75% and resulted in an actuarial loss on investments of $168 million.

The System experienced an actuarial gain on system liabilities resulting from salary increases
different than assumed and members retiring, terminating, becoming disabled, and dying at rates
different from the actuarial assumptions. The gain deducted $31 million from the actuarial
liability. This type of activity is normal in the course of the System’s experience. The System
will experience actuarial gains and losses over time, because we cannot predict exactly how
people will behave. When a system experiences alternating gains and losses that are small
compared to the total actuarial liability, then the system’s actuarial assumptions are reasonable.

A new plan was introduced for those hired on or after July 1, 2011. This change had no
immediate impact on plan costs or liabilities. However, it does lower the normal cost rate going
forward.

As of the June 30, 2012 Actuarial Valuation, the System’s unfunded actuarial liability was
$1,844 million. This is an increase from last year’s unfunded actuarial liability of $1,609
million. The funded ratio decreased from 70% at the prior valuation to 67% at June 30, 2012.

Montana Code Annotated (MCA) 19-2-407 requires an analysis of how market performance is
affecting the actuarial funding of the Retirement System. It is our understanding of the Code to
report certain key results on a market value of assets basis. The market value at June 30, 2012
was $105 million greater than actuarial value. If market value were used rather than actuarial
value, the funded ratio on the valuation date would be 69%, and the statutory contribution rates
are not sufficient to amortize the unfunded actuarial liability.

The valuation also includes calculations related to the Plan Choice Rate (PCR). The PCR is the
percent of the employer contribution allocated to the Defined Benefit Retirement Plan for
members who choose the Defined Contribution Retirement Pian or the Optional Retirement Plan.
The calculations show that the amortization of the PCR UAL is 4.6 years, which is within the
acceptable range. '

This report does not reflect any changes in pension accounting requirements from newly issued

GASB Statements Nos, 67 and 68. Statement No. 67 will be effective for the plan year ending
June 30, 2014. Statement No. 68 will be effective for most employers’ fiscal years ending June

HEIRON 1
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MONTANA PUBLIC EMPL.OYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 39, 2012

SECTION1
BOARD SUMMARY

30, 2015. All references and calculations with respect to GASB reflect current Statements No. 25
and 27. In addition, in accordance with the System’s funding policy, the contribution levels are
compared to an amount that would satisfy the requirements for an Annual Required Contribution
(ARC) under GASB No. 25. Since the concept of the ARC will disappear when GASB Nos. 67
and 68 become effective, the System may need to define a different calculation basis for
measuring funding sufficiency.
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION 1
BOARD SUMMARY

Trends

Assets and Liabilities

The market value of assets (MVA) increased over last year, returning 2.27% from the value at
the prior valuation. The determination of the System’s actuarial value of assets reflects only a
portion of the amount by which the return differs from the assumed rate of 7.75%.

Over the period July 1, 2007 to
June 30, 2012 the System’s
assets returned approximately
1.9% per year measured at
actuarial value, compared to a
current valuation assumption of
7.75% per year,
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MONTANA PUBLIC EMPLOYEES’' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION1I
BOARD SUMMARY

Contribution Rates
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The stacked bars in this graph show the contributions made by members, employers, and the
State (left hand scale). The navy line shows the employer contribution rate as a percent of
payroll (right hand scale).

The employer and member contribution rates are set by State law. The actuarial valuation
determines the extent to which the statutory contributions will meet the requirements of funding
the System.

Participant Trends

i:.\('liu-s Term Vested ¢ Relirces Puvroli
The bars show the number of participants |
in each category and should be read using

. . 0
the lefi-hand scale. As with any maturing  fRASE f
fund, this System continues to show - 50400 o4 3 1 5 TR
growth in the number of retired members. 40000 b ‘s feR B,

The active-to-inactive ratio has decreased
from 1.9 actives for each inactive in 2000 _
to 1.3 actives for each inactive today. 0,00

10,000

RURTIL TS

The black line shows the covered payroll
in the System and is read using the right-
hand scale,

n
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION1
BOARD SUMMARY

Future Qutlook

Base Line Projections

These graphs show the expected progress of the System over the next 15 years assuming the
System’s assets earn 7.75% on their market vaiue, and that contributions continue to be made at
the current statutory rates.

The chart below shows the funded status of the system is expected to increase slightly as the FY
2011 investment performance is recognized before starting to decrease gradually over the 15-
year period. The projections indicate that the statutory contribution rates will need to be
increased to maintain the current level of benefits,

22 aH3 g 211t L Tk, EDE 2014 24k 032 21123 2 {123 Lishd o

The chart below shows that the total contribution (member and State) computed on a GASB
Annual Required Contribution basis will remain steady at about 20% of payroll over the 15-year
period. Under current accounting standards this would mean continued increases in the State’s
Net Pension Obligation (NPO).

S Member Rate " Employer Contribution Rate

= GASHE Minimum
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ey, IR : : . » B B : X X 3 : : :
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These projections as well as all of the projections that follow, reflect the plan changes which
apply to employees hired on or after July 1, 2011,
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTIONI
BOARD SUMMARY

Projections with Asset Returns of 9.25%

The future funding status of this System will be impacted by the investment earnings. Changes
in market returns can have significant effects on the System’s status, These two charts below
show what the next 15 years would look like with a 9.25% annual return in each year (i.e. 1.5%
greater than the assumed rate of return).

~E2.0
sl

S

L T P S T L1 T 0 1

Compared to the baseline projections, the funded status gradually improves over the 15-year
period. The GASB Annual Required Contribution decreases gradually, ending slightly above the
statutory contribution rate in 2027,

I Member Rate * Employer Contribution Rate = ASB Minimum
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION 1
BOARD SUMMARY

Projections with Asset Returns of 6.25%

To further demonstrate how fluctuations in the earnings rate can impact funding, we show the
anticipated System funding projections if the invested assets earn 6.25% per year over the entire
15-year period (i.e., 1.5% less than the assumed rate of return).

- 0T [ i 6T
TR
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0t MK 214 13 ML T 200 B 20240 22§

Under this scenario the funded status declines substantially during the 15-year period and the
GASB Annual Required Contribution increases to almost 25% of pay.

Wl Member Rate

.. Employer Contribution Rate = GASE Minimuam
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL YALUATION AS OF JUNE 30, 2012

SECTION 1

BOARD SUMMARY

Table I-1

Montanra Public Employees’ Retirement System
Summary of Principal System Results

Valuation as of: June 30, 2011 June 30,2012 Yo Chanie__
Participant Counts

Active Members 28,659 28,548 (0.4%)
Disabled Members* 231 200 (13.4%)
Retirees and Beneficiaries* 17,892 18,538 3.6%
Terminated Vested Members 2,535 2,560 1.0%
Terminated Non-Vested Members 5,787 6,164 6.5%
Total** 55,104 56,010 1.6%
Annual Salaries of Active Members $ 1,067,494,701 $1,078,710,468 1.1%
Average Annual Salary $ 37,248 $ 37,786 1.4%
Annual Retirement Allowances for Retired

Members and Beneficiaries $ 238,460,803 $ 258,468,971 8.4%
Assets and Liabilities

Actuarial Accrued Liability (AAL) $5,410,144,412 $ 5,661,281,490 4.6%
Actuarial Value of Assets (AVA) 3.800,478.810 3.816,919.734 0.4%
Unfunded AAL (AVA/AAL) $ 1,609,665,602 $ 1,844,361,756 14.6%
Less: PCR-UAL 12,929,768 11.053.147 {14.5%)
Net Unfunded AAL $1,596,735,834 $ 1,833,308,609 14.8%
Funded Ratio 70.25% 67.42%

Present Value of Accrued Benefits (PVAB) $ 4,691,634,455 $4,916,084,348 4.8%
Market Value of Assets 3.939.875.986 3.921.812.233 {0.5%)
Unfunded PVAB $ 751,758,469 $ 994,272,115 32.3%

Accrued Benefit Funding Ratio

Ratio of Actuarial Value to Market Value

Contributions as a Percentage of Payroll
Statutory Funding Rate

Less: Transfer to DB Ed Fund

Net Statutory Funding Rate

Normal Cost Rate

Available for Amortization of UAL
Period to Amortize

Projected 30-year Level Funding Rate
Projected Shortfall (Surplus)

83.58%

96.46%

14.070%
0.040%
14.030%
12,590%
1.440%

Does not amortize

20.430%
6.360%

79.78%

97.33%

14.183%
0.040%
14.143%
11.800%
2.343%

Does not atnortize

20.710%
6.527%

* Based on PERA categorization for the annual report. For actuarial valuation purposes, 753 members in 2011 and
750 members in 2012 were valued as disabled members with offsetting reductions to the number of retired

members,

** The total number of members processed in the 2012 valuation was 55,937 compared to 56,010 above being used for
the annual report. A reconciliation of this difference appears at the beginning of Appendix A.
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL YALUATION AS OF JUNE 30, 2012

SECTION II
ASSETS

Pension plan assets play a key role in the financial operation of the System and in the decisions
the Trustees may make with respect to future deployment of those assets. The level of assets, the
allocation of assets among asset classes, and the methodology used to measure assets will likely
impact upon benefit levels, State contributions, and the ultimate security of participants’ benefits.

In this section, we present detailed information on System assets including:

Disclosure of System assets at June 30, 2011 and June 30, 2012;
Statement of the changes in market values during the year;
Development of the Actuarial Value of Assets;

An assessment of investment performance; and

A projection of the System’s expected cash flows for the next 10 years.

Disclosure

The market value of assets represents “snap-shot” or “cash-out” values which provide the
principal basis for measuring financial performance from one year to the next. Market values,
however, can fluctuate widely with corresponding swings in the marketplace. '

The actuarial values are market values which have been smoothed and are used for evaluating '
the System’s ongoing liability to meet its obligations. -

The actuarial value of assets is the current market value, adjusted by a four-year smoothing of
gains and losses on a market value basis. Each year’s gain or loss is determined difference
between the actual market return and the expected market return using the assumed rate of
investment return.
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MONTANA PUBLIC EMPLOYEES® RETIREMENT SYSTEM
ACTUARIAL YALUATION AS OF JUNE 30, 2012

SECTION II
ASSETS
Table II-1
Changes in Market Values
Value of Assets — June 30, 2011 $ 3,939,875,986
Additions
Member Contributions $ 79,261,405
Employer Contributions 79,497,911
State Contributions 535,506
Investment Return 91,372,003
Other 200,607
Total Additions $ 250,867,432
Deductions
Benefit Payments $ 265,802,387
Administrative Expenses 3,128,798
Total Deductions $ 268,931,185

Value of Assets — June 30, 2012

$ 3,921,812,233

-CHEIRON
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTIONII
ASSETS

Actuarizal Value of Assets (AVA)

The actuarial value of assets represents a “smoothed” value developed by the actuary to reduce,
or eliminate, volatile results which could develop from short-term fluctuations in the market
value of assets. For this System, the actuarial value has been calculated by taking the market
value of assets less 75% of the investment gain (loss) during the preceding year, less 50% of the
investment gain (loss) during the second preceding year, and less 25% of the investment gain
(loss) during the third preceding year. The tables below illustrate the calculation of actuarial

value of assets for the June 30, 2012 valuation.

Table I1-2
Market Value Gain/{Loss)
Value of Assets — June 30, 2011 $ 3,939,875,986
Employer, State, and Member Contributions $ 159,495,429
Benefit Payments (265,802,387
Expected Return at 7.75% 301,297,857
Expected Value at June 30, 2012 $ 4,134,866,885
Actual Value at June 30, 2012 $ 3,921,812,233
Investment Gain/(Loss) $  (213,054,652)
Table II-3
Develop Excluded Gain/{Loss)
Total Excluded
Gain/(Loss) Portion
Exclude 75% of 2012 Gain/(Loss) $ (213,054,652) $  (159,790,989)
Exclude 50% of 2011 Gain/(Loss) 5 456,618,871 $ 228,309,435
Exclude 25% of 2010 Gain/(Loss) $ 145,496,211 $ 36,374,053
Total Excluded Gain/(Loss) for AVA Calculation $ 104,892,499

Table II-4
Actuarial Value of Assets

Market Value of Assets — June 30, 2012

Tota! Gain/{Loss) excluded

Actuarial Value of Assets — June 30, 2012

$ 3,921,812,233

104,892,499

$ 3.816,919,734

(HEIRON
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTIONII
ASSETS

Investment Performance

The market value of assets (MVA) returned 2.27% during 2012, which is less than the assumed
7.75% return. A return of 3.28% on the actuarial value of assets (AVA) is primarily the result of
the asset smoothing method being utilized for the calculation of the actuarial value of assets.
Since only 25% of the gain or loss from the performance of the System is recognized in a given
year, in periods of very good performance, the AVA can lag significantly behind the MVA. Ina
period of negative returns, the AVA does not decline as rapidly as the MVA.

Table II-5
Annual Rates of Return
Year Ending June 30, ~ Market Value Actuarial Value
2005 8.03% 5.32%
2006 8.98% 9.25%
2007 17.92% 11.94%
2008 (4.91%) 7.62%
2009 (20.85%) (0.16%)
2010 [251% (1.18%)
2011 21.70% (0.08%)
2012 2.27% 3.28%
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTIONII
ASSETS
Table 1I-6
Projection of System’s Benefit Payments and Contributions (in thousands)
Net Net
Cash Flow Cash Flow
Year (excluding Expected (including
Beginning Expected Expected Investment Investment  Investment
July 1, Benefits Contributions* Return) Return** Return)
2012 $302,221 $ 165,089 $(137,132) $ 298,726 $ 161,594
2013 307,863 173,293 (134,570} 311,347 176,777
2014 331,140 181,020 (150,120) 324,456 174,336
2015 355,739 189,007 (166,732) 337,335 170,603
2016 380,086 197,287 (182,799) 349,946 167,147
2017 405,929 205,879 (200,050) 362,243 162,193
2018 433,492 214,808 (218,684) 374,105 155,421
2019 461,277 224,073 {237,204) 385,446 148,242
2020 488,703 233,686 (255,017) 396,257 141,240
2021 515,868 243,660 (272,208) 406,550 134,342

*  Expected contributions include Employer Contributions, State Contributions and Member Contributions. For
illustration purposes, we have assumed that all contribution rates will remain level (except for the additional 1%
member conéribution rate for future members) and that payroll will increase at the actuariaily assumed rate of
4.00% per year,

** Expected investment retum is based upon an assumed return of 7.75% per annumm.

Expected benefit payments are projected for the closed group valued at June 30, 2012,

Projecting any farther than 10 years using a closed-group would not yield reliable predictions
due to the omission of new hires.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION 111
LIABILITIES

In this section, we present detailed information on System liabilities including:

Disclosure of System liabilities at June 30, 2011 and June 30, 2012;

Statement of changes in these liabilities during the year;

Details on the source of actuarial gains and losses between this valuation and the last;
Development of actuarial unfunded liability on a market value basis as required under MCA
12-2-407; and

Development of the Plan Choice Rate unfunded liability and rate.

Disclosure

Several types of liabilities are calculated and presented in this report. Each type is distinguished
by the people ultimately using the figures and the purpose for which they are using them.

»

Present Value of Benefits: Used for analyzing the financial outlook of the System, this
represents the amount of money needed today to fully pay off all future benefits and
expenses of the System, assuming participants continue to accrue benefits.

Actuarial Accrued Liability: Used for funding calculations and GASB disclosures, this
liability is calculated taking the Present Value of Benefits and subtracting the present value
of future Member Contributions and future Employer Normal Costs under an acceptable
actuarial funding method. This method is referred to as the Entry Age Normal (EAN)
funding method.

Present Value of Accrued Benefits: Used for communicating the current level of liabilities,
this liability represents the total amount of money needed today to fully pay off the current
accrued obligations of the System, assuming no future accruals of benefits. These liabilities
are also required for accounting purposes (FASB ASC Topic No. 960) and used to assess
whether the System can meet its current benefit commitments.

The following table discloses each of these liabilities for the current and prior valuations. With
respect to each disclosure, a subtraction of the appropriate value of System assets yields, for each
respective type, a net surplus or an unfunded liability.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL YALUATION AS OF JUNE 30, 2012

SECTION III
LIABILITIES

Table I1I-1

Liabilities/Net (Surplus)/Unfunded

June 30, 2011

June 30, 2012

Present Value of Benefits
Active Participant Benefits
Retiree and Inactive Benefits
Present Value of Benefits (PVB)

Market Value of Assets (MVA)
Future Member Contributions
Future Employer Contributions
Funding Shortfall/(Surplus)
Total Resources

Actuarial Accrued Liability
Present Value of Benefits (PVB)

Present Value of Future Normal Costs (PVFNC)
Actuarial Accrued Liability (AAL=PVB-PVFNC)
Actuarial Value of Assets (AVA)

Net (Surplus)/Unfunded (AAL — AVA)

Present Value of Acerued Benefits

Present Value of Benefits (PVB)

Present Value of Future Benefit Accruals (PVFBA)
Present Value of Accrued Benefits
(PVAB=PVB-PVFBA)

Market Value of Assets (MVA)

Net Unfunded (PVAR — MVA)

$ 3,508,104,121
2,889,696,155
$ 6,397,800,276

$ 3.939,875,986
559,806,286
578,466,496
1,319,651,508

$ 6,397,800,276

$ 6,397,800,276
987,655,864
5,410,144,412
3,800,478,810

$ 1,609,665,602

$ 6,397,800,276

1,706,165,821
$ 4,691,634,455
$ 3,939,875,986

$ 751,758,469

$ 3,456,788,033
3,131,292,565
$ 6,588,080,598

$ 3,921,812,233
573,705,041
582,632,328
1,509,930,996

$ 6,588,080,598

$ 6,588,080,598
926,799,108
5,661,281,490
3,816,919,734

$ 1,844,361,756

$ 6,588,080,598

1,671,996,250
$ 4,916,084,348
$ 3,921,812,233

3 994,272,115

(HEIRON
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION III
LIABILITIES

Changes in Liabilities

Each of the Liabilities disclosed in the prior table are expected to change at each valuation. The
components of that change, depending upon which liability is analyzed, can include:

New hires since the last valuation

Benefits accrued since the last valuation

System amendments increasing benefits

Passage of time which adds interest to the prior liability

Benefits paid to retirees since the last valuation

Participants retiring, terminating, or dying at rates different than expected
A change in actuarial or investment assumptions

A change in the actuarial funding method

Unfunded liabilities will change because of ali of the above, and also due to changes in system
assets resulting from:

Employer contributions different than expected
Investment earnings different than expected
* A change in the method used to measure system assets

In each valuation, we report on those elements of change which are of particular significance,
potentially affecting the long-term financial outlook of the System. Below we present key
changes in liabilities since the last valuation. On the next page we provide more detail on the
sources of the actuarial (gain)/loss as measured on the basis of actuarial accrued liability.

Table TH-2
Present Value Actuarial Accrued Present Value of
In Thousands) of Benefits Liability Accrued Liability
Liabilities June 30, 2011 $ 6,397,800,276 $ 5,410,144,412 $ 4,691,634,455
Liabilities June 30, 2012 6,588,080,598 5,661,281,490 4,916,084,348
Liability
Increase (Decrease) 190,280,322 251,137,078 224,449,893
Change Due to:
Actuarial (Gain)/Loss NC* (30,577,910) NC*
Plan Changes 0 0 0
Benefits Accumntated
and Other Sources 190,280,322 281,714,988 224,449,893

* NC = not calculated,
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MONTANA PUBLIC EMPLOYEES® RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION III
LIABILITIES

Table IT1-3

Summary of Actuarial Gains and Losses as of June 30, 2012

Actuarial Liabilities as of July 1, 2011

$ 5.410,144,412

Normal Cost 128,567,046
Actual Benefit Payments (265,802,387)
Interest 418,950,329

Expected Actuarial Liability as of July I, 2012

Actual Liability as of July 1, 2012

Liability (Gain)/Loss

Sources of Liability (Gain)/Loss
Salary (Gain)/Loss
New Participant (Gain)/Loss
Active Retirements (Gain)/Loss
Active Terminations (Gain)/Loss
Active Deaths (Gain)/Loss
Active Disability (Gain)/Loss
Inactive Decrements (Gain)/Loss

Actual Liability as of July 1, 2012

Liability (Gain)/Loss due to plan changes

Actuarial Value of Assets as of July I, 2011
Net Cash Flow
Expected Earnings
Expected Actuarial Value of Assets as of July 1, 2012

Actual Actuarial Value of Assets as of July 1, 2012

Investment {Gain)/Loss
Total Liability (Gain)/Loss
Total Actuarial (Gain)/Loss

5,691,859,400
$ 5,661,281,490

$ (30,577,910)

$ (41,013,367
9,723,157
3,487,407
(1,720,659)

783,930
(1,954,058)
115,680

$ 5,661,281,490

$ 0

$ 3,800,478,810
(106,306,958)

290,494,576
3,984,666,428

$ 3,816,919,734

$ 167,746,694
(30,577.910}

$ 137,168,784
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL YALUATION AS OF JUNE 30, 2012

SECTION 111
LIABILITIES

Table IlI-4 shows the actuarial liabilities as of the prior and current valuation dates. The
unfunded actuarial liability is the difference between the actuarial liability and the actuarial value
of assets. The funded ratio is the ratio of the actuarial value of assets to the actuarial liability.

Table ITI-4
Actunarial Liabilities for Funding
June 30,2011 June 30, 2012

1. Actuarial Liabilities

Retiree and Inactive Benefits $ 2,889,696,155 $ 3,131,292,565

Active Member Benefits 2,520,448,257 2.529.988.925

Total Actnarial Liability $ 5,410,144,412 £ 5,661,281,490
2. Actuarial Value of Assets $ 3,800,478,810 $ 3,816,919,734
3. Unfunded Actuarial Liability $ 1,609,665,602 $ 1,844,361,756
4. Funded Ratio 70.25% 67.42%

Montana Code Annotated (MCA) 19-2-407 requires an analysis of how market performance is
affecting the actuarial funding of the System. Table III-5 presented below shows the same
information as in Table 1114 above, but using market value of assets rather than actuarial value
of assets.

Table III-5
Actuarial Liabilities on Market Value Basis (MCA 19-2-407)
June 30, 2011 June 30,2012

1. Actuarial Liabilities

Retiree and Inactive Benefits $ 2,889,696,155 § 3,131,292,565

Active Member Benefits 2,520.448.257 2,529.988.925

Total Actuarial Liability $ 5410144412 § 5,661,281,490
2. Market Value of Assets $ 3939875986 $ 3,921,812,233
3. Unfunded Actuarial Liability $ 1,470.268,426 § 1,739,469,257
4. Funded Ratio 72.82% 69.27%
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION H1I
LIABILITIES

Table I1I-6 shows the development of the portion of the unfunded actuarial lability aflocated to
PERS members who are in alternative defined contribution plans. This liability is funded by the
Plan Choice Rate (PCR) contributions.

Table ITI-6
Plan Choice Rate Unfunded Liability

June 30, 2012
I. PCR-UAL as of June 30, 2011 $ 12,929,768
2. Assumed Interest at 7.75% per year 1,002,057
3. Less: PCR Contributions to DBRP reduced by Normal Cost (2,771,291)
4. Interest at 7.75% on line 3 (107.388)
3. PCR — UAL as of June 30, 2012 $ 11,053,147

Table I1I-7 determines the sufficiency of the Plan Choice Rate (PCR), which is used to determine
the contributions made to the System for purposes of funding the PCR unfunded liability.

Table I11-7
Plan Choice Rate
June 34, 2012
PCR — Normal Cost Rate

Normal Cost Rate

DBRP Members Only 11.800%

Including DCRP and ORP members 11.800%

Difference (A) 0.000%
Payroll as of June 30, 2012

DBRP Members Only (B) $ 1,029,692,504

DCRP and ORP members ) $ 99,836,020
PCR — Normal Cost Rate (A) X (B) = (C) 0.000%

PCR - UAL Amortization

PCR —UAL as of June 30, 2012 $ 11,053,147
PCR Available for Amortization

Current PCR Amortization Rate ' 2.640%

Less: PCR — Normal Cost Rate 0.000%

PCR Available for Amortization - 2012 2.640%
Years to Amortize PCR — UAL from June 30, 2012 4.6 years
Maximum Years for Amortization 15.75 years
Sufficient or Insufficient Sufficient
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION 1V
CONTRIBUTIONS

In the process of evaluating the financial condition of any pension plan, the actuary analyzes the
assets and liabilities to determine what level (if any) of contributions is needed to properly
maintain the funding status of the System. Typically, the actuarial process will use a funding
technique that will result in a pattern of contributions that are both stable and predictable.

For this System, the funding method employed is the Entry Age Actuarial Cost Method.
Under this method, there are two components to the total contribution: the normal cost rate and
the unfunded actuarial liability rate (UAL rate). The normal cost rate is determined by taking
the value, as of entry age into the system, of each member’s projected future benefits. This value
is then divided by the value, also at entry age, of each member’s expected future salary. The
normal cost rate is multiplied by current salary to determine each member’s normal cost rate.
Finally, the total normal cost rate is reduced by the member contribution to produce the employer
normal cost rate. The difference between the EAN actuarial Jiability and the actuarial value of
assets is the unfunded actuarial liability.

For purposes of determining the adequacy of the statutory funding rate, the UAL rate is
calculated by subtracting the normal cost rate from the statutory rate. A calculation is then made
to determine the period over which the UAL rate will amortize the unfunded actuarial lability. A
second UAL rate is calculated based upon a 30-year amortization of the UAL, which is the
maximum amortization period permitted under GASB Statement No. 25, but which should not
necessarily be construed as a recommended contribution level. All UAL payments are
determined as a level percentage of pay, assuming that total pay increases by the annual inflation
rate of 4.00%.
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT 8YSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION IV
CONTRIBUTIONS

The tables below present and compare the contribution rates for the System for this valuation and
the prior one.

Table 1V-1
Statutory Basis
June 30, 2011 June 30, 2012

Statutory Funding Rates

Members 6.900% 7.013%

Employers and State' 7.170% 7.170%
Total 14.070% 14.183%
Transfer to Education Fund 0.040% 0.040%
Net Contribution to DBRP 14.030% 14.143%
Normal Cost Rate? 12.590% 11.800%
Funding Rate Available for Amortization 1.440% 2.343%
Unfunded Actuariai Liability (Surplus) $ 1,609,665,602 $ 1,844,361,756
Less: PCR-UAL 12,929,768 11,053,147
UAL Funded by DBRP 1,596,735,834 1,833,308,609
Years to Amortize : Does not amortize Does not amortize

" Rates shown are for the fiscal year following the valuation date. The allocation of the rate between
Employers and the State is described in Appendix C, item 2.

? The normal cost rate is projected to be 9.92% for members eligible after July 1, 2011. 1t is expected
that the average normal cost rate will decrease over the next generation of active plan members.

Table IV-2
Years to Amortize Unfunded Actuarial Liability
Under Alternate Assumptions
June 30, 2011 Juae 30, 2012

Years to Amortize
Using Market Value of Assets Does not amortize Does not amortize

Excluding additional contributions under

HB131
Using Actuarial Value of Assets Does not amortize Does not amortize
Using Market Value of Assets Dwoes not amortize  Does not amortize
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION 1V
CONTRIBUTIONS
Table IV-3
Caleulated Contribution Basis
June 30, 2011 June 30, 2012
Normal Cost Rate 12.590% 11.800%
Educational Fund 0.040% 0.040%
Amortization Payment (30-years) 7.800% 8.870%
Total Calculated Contribution Rate 20.430% 20.710%
Less Statutory Rate 14.070% 14.183%
Shortfall (Surplus) in Statutory Rate 6.360% 6.527%
Table IV-4
Calculated Contribution on Market Value (MCA 19-2-407)
June 30, 2011 June 30,2012
Normal Cost Rate 12.590% 11.800%
Educational Fund 0.040% 0.040%
Amortization Payment (30-years) 7.120% 8.360%
Total Calculated Contribution Rate 19.750% 20.200%
Less Statutory Rate 14.070% 14.183%
Shortfall (Surplus) in Statutory Rate 5.680% 6.017%

The following table shows the expected results for the next five valuations {assuming all

assumptions are met, including 7.75% return).

Table IV-5

Projected Calculated Contribution Rates

Valuation Year Rate
2013 19.97%
2014 19.71%
2015 19.97%
2016 19.99%
2017 20.02%
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL YALUATION AS OF JUNE 30, 2012

SECTION V
ACCOUNTING STATEMENT INFORMATION

Account Standard Codification Topic No. 960 of the Financial Accounting Standards Board
specifies certain information for a plan to disclose regarding its funded status. Statement No, 25
of the Governmental Accounting Standards Board (GASB) establishes standards for disclosure
of pension information by public employee retirement systems (PERS) and governmental
employers in notes to financial statements and supplementary information,

The FASB ASC Topic No. 960 disclosures provide a quasi “shap shot” view of how the
System’s assets compare to its liabilities if contributions stopped and accrued benefit claims had
to be satisfied. However, due to potential legal requirements and the possibility that alternative
interest rates would have to be used to determine the liabilities, these values may not be a good
indication of the amount of money it would take to buy the benefits for all members if the
System were to terminate.

The GASB-25 actuarial accrued liability is the same as the actuarial liability amount calculated
for funding purposes.

Both the present value of accrued benefits (FASB ASC Topic No. 960) and the actuarial accrued
liability (GASB-25) are determined assuming that the System is on-going and participants
continue to terminate employment, retire, etc., in accordance with the actuarial assumptions.
Liabilities are discounted at the assumed valuation interest rate of 7.75% per annum.

FASB ASC Topic No. 960 specifies that a comparison of the present value of accrued
(accumulated) benefits with the market value of the assets as of the valuation date must be
provided. GASB Statement No. 25 requires the actuarial accrued liability be compared with the
actuarial value of assets for funding purposes. The relevant amounts as of June 30, 2012 are
exhibited in Table V-1.

Tables V-2 through V-5 are exhibits to be used with the CAFR report. Table V-2 is the Note to
Required Supplementary Information, Table V-3 is a history of gains and losses in Accrued
Liability, Table V-4 is the Schedule of Fuading Progress, and V-5 is the Solvency Test which
shows the portion of Accrued Liability covered by Assets,
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

SECTION V
ACCOUNTING STATEMENT INFORMATION

Table V-1
Accounting Statement Information
June 30, 2011 June 30, 2012
A. FASB ASC Topic No. 960 Basis

1. Present Value of Benefits Accrued

and Vested to Date

a. Members Currently Receiving Payments $ 2,728,686,667 $ 2,958,075,715

b. Former Vested Members 161,009,488 173,216,850

c. Active Members 1,801,938.300 1,784,791,783
2. Total Present Value of Accrued Benefits

(1 (@) + Kb} + L (c)) $ 4,691,634,455 $ 4,916,084,348
3. Assets at Market Vaiue 3.939,875.986 3.921.812.233
4, Unfunded Present Value of Accrued Benefits

(2-3) $ 751,758,469 $ 994272115
5. Ratio of Assets to Present Value of Accrued

Benefits (3/2) £3.08% 79.78%

B. GASB No. 25 Basis

1. Actuarial Accrued Liabilities for retirees and
beneficiaries currently receiving benefits and
terminated employees not yet receiving benefits  $ 2,889,696,155 $ 3,131,292,565

2. Actuarial Accrued Liabilities for current :
employees 2,520.448.257 2,529,988 923

3. Total Actuarial Accrued Liability

(1+2) $ 5,410,144,412 $ 5,661,281,490
4. Net Actuarial Assets available for benefits 3,800.478.810 3.816,919.734
5. Unfunded Actuarial Accrued Liability

3-4) $ 1,609,665,602 $ 1,844.361,756
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2612

SECTION Y
ACCOUNTING STATEMENT INFORMATION

Table V-2
Note To Required Supplementary Information

The information presented in the required supplementary schedules was determined as part of the
actuarial valuation at the date indicated. Additional information as of the latest actuarial valuation
follows.

Valuation date June 30, 2012
Actuarial cost method Entry age
Amortization method Open
Remaining amortization period for 30 years

Annual Required Contribution
Asset valuation method Four-Year smoothed market

Actuariai assumptions:

Investment rate of return* 7.75%
General wage growth* 4.00%
Merit salary increases 0.0%-6.0%
*Includes inflation at 3.00%

The actuarial assumptions used have been recommended based on the most recent review of the
System’s experience (completed in 2010) and adopted by the Retirement Board.

The rate of employer contributions to the System is composed of the normal cost and amortization
of the unfunded actuarial accrued liability. The normal cost is a level percent of payroll cost
which will pay for projected benefits at retirement for each participant. The actuarial accrued
liability is that portion of the present value of projected benefits that will not be paid by future
normal costs. The difference between this liability and the funds accumulated as of the same date
is the unfunded actuarial accrued liabitity.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX A
MEMBERSHIP INFORMATION - DBRP ONLY

Montana Public Employees' Retirement System Distribution of
Retired Members and Survivors as of June 30, 2012

Age Count  Annce! Benefit Age Count Annual Benefit
«25 7 $42.259 73 572 $7,310,437
25 1 54,209 74 556 $6,772,290
26 2 513,386 75 533 $6,750,757
27 3 516,541 76 498 $6,067,043
28 3 531541 77 501 $5,834,710
29 3 526,584 78 461 $5,124,637
30 4 22,400 79 430 $4.881,589
31 1 $841 &0 437 54,766,229
32 2 36,202 3] 396 $3,992,738
33 2 $5.575 52 86 53,867,204
34 5 350,157 B3 364 £3,824,238
35 5 $27 444 . 84 338 $3,296,63%
36 3 511,495 85 265 52,564,188
37 b3 524,686 8 298 $2,960,382
38 3 $23,668 87 244 52,190,335
15 ] 534,882 B8 224 31,996,756
40 5 519,504 89 %7 $£1,712,647
41 ? 544,511 %0 167 $1,498,971
42 7 544 485 91 152 $1,324 757
43 5 £37.828 92 132 $1,077.926
44 4 518230 93 98 $792 865
45 8 577,845 94 6l $558,4%0
46 5 325,567 95 53 $473.452
47 10 $99,866 9% 38 $375,296
48 15 £257611 97 15 $107,135
49 12 $143 202 98 13 386,066
50 39 §724.141 99 11 $112.63%
51 45 $901,227 100 l $130,023
52 57 51071480 131 6 563,119
53 8% $1,604,192 102 0 50
54 191 $1,691,975 103 1 $11,188
35 146 53,288,617 104 1 $6,191
56 178 53,711,400 105 ] 0
57 223 55,147,125 ' : 106 0 $0
58 277 55,293 774 107 4] £0
59 326 36,969 291 108 ] $0
60 439 $9.066,984 109 ¢ 50
61 310 59,720,950 1a 0 50
62 600 $10386,577 n il 30
a1 697 $12,604,368 112 a 3¢
64 718 B1Z 4659 113 0 50
65 917 51579227 ti4 0 £0
66 699 511583200 HE 0 $0
&7 T3 F1ZM0,1%) 116 ] 30
68 723 $10363,022 117 0 ity
69 763 510,846,691 118 a 50
70 686 $9,940,191 19 0 $0
i 60 $£8,958,045 120 a 50

72 656 38472394
Totals 17915 254,795,405

The chart above reflects the counts and benefits used for valuation purposes as a result of data processing.
The benefit amounts shown have been projected using a half year COLA assumption.,
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX A

MEMBERSHIP INFORMATION - DBRP ONLY

Montana Public Employees' Retirement System Distribution of
Terminated Vested Members

Ape

as of June 30, 2012
Age Count Annual Benefit*
<25 a 50
25 1 $11,282
26 1 $11023
27 2 520,782
28 4 $32 941
29 4 $14.017
30 $1 $E8,6567
31 13 §117.396
32 14 $158,293
33 27 5265649
kL] 21 $209,542
5 23 £204 930
36 22 217,102
37 25 3203455
i3 20 $179,354
9 Rk} $306,742
40 34 $312,047
41 37 5292.898
42 31 $486,801
43 52 $445,733
44 61 $517,169
45 70 §$519.807
46 62 $501,807
47 i1 $633,312
48 o4 $722,046
49 83 $666,852
50 107 3818.646
51 129 $1,049,328
52 143 31018715
53 10 3778141
54 152 $1,032310
55 128 $770.831
56 134 $887,309
57 147 $996,409
58 141 $916,249
52 124 $774,980
60 84 §528,605
61 87 $611,192
62 35 $440,760
63 50 $282.079
&4 44 5278305
&5 25 $220,207
66 10 550,201
67 8 $51 832
68 12 £51,533
69 8 340,402
70 7 526,855
i 5 332,159
72 0 50
Totals

* payable at the greater of age 60 or current age

109
110
t
12
113
114
115
116
117
118
19
120

Count

OOQOQQQOODQQOGOOQDOQDOOOOGQDDOQQQOOQQODQHO—'—GOQH

2,560

Annual Benefit*
$3,502
30

50

$0
$2.880
$2.672
50
33,808
st

50

50

50

$0

50

30

50

50

50

50

$0

$0

$0

30

50

£0

50

50

50

$0

$0

$0

hit

50

50

50

50

50

$0

50

50

$0

50

$0

50

50

$0

50

50

$18,836,907

The chart above reflects the counts and benefits used for valuation purposes as a result of data processing.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM

ACTUARIAL YALUATION AS OF JUNE 30, 2012

APPENDIX A

MEMBERSHIP INFORMATION - DBRP ONLY

Montana Public Employees' Retirement System Distribution of

Age

Disabled Members
as of June 30, 2012
Age Count  Anaual Benefit
=25 4] 50
25 0 30
26 u] 0
e ] $0
23 0 50
29 Q 0
10 0 £0
n 0 50
32 1] $0
33 0 0
34 4] 30
35 0 $0
36 1] 0
3 0 50
k1] Q $0
3% ] $0
4Q | $9.904
41 1 $12,725
42 1 $3,0%5
43 2 $12,866
44 3 $23. 59
45 Q $0
46 3 $24.049
47 4 539,230
48 ] $22,085
49 & $53,754
50 1 $70,900
£1 4 $97.325
a2 ¢ 592,876
53 9 $95.390
54 ] $312,774
55 9 £202 586
56 21 217,915
57 1 $281,000
b1 27 $2431.47]
59 13 $311,455
60 40 5380,806
6l 33 $348.415
62 36 $356,803
63 30 $274.118
64 44 $443 7187
65 32 $320.727
66 19 §$15411]
67 20 5149680
68 27 $240,189
69 28 $235, 558
70 ris $185,143
7 24 $202,317
12 10 £87.915
Totals

106
107
108

10
111
12
13
14
ns
114
117
18
19
12¢

Count

QOOQQcQQC}OOOQQOQQQQGDQC’I—'O—‘—'OGbQ\\AWO\O\\OO\ﬂ

~3
'3
=

Annual Benefit
$122 460
$173,020
$161 416

$78,510
$98.,667
$94,227
§92.836
$1M 417
548,865
380,398
$567,929
$53,285
$83,304
$62,645
$54.040
$28.804
345,463
$59.758
$54,061
10

§o
$12.424
$13.892
50
$9.997
50

$0

$0

$0

$0

s0

30

$0

50

£0

50

50

50

$0

50

30

$0

50

50

50

50

50

$0

56,924,433

The chart above reflects the counts and benefits used for valuation purposes as a result of data processing.
The benefit amounts shown have been projected using a half year COLA assumption.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX A
MEMBERSHIP INFORMATION - DBRP ONLY

Montana Public Employees' Retirement System Distribution of
Terminated Non-Vested Members*

as of June 30, 2012
Age Coum Account Batence Age Count Account Balance

<25 259 $215,057 73 13 219,165
25 n 117,382 Ta 12 $35,083
26 112 5175414 75 9 $26,731
27 105 257499 7 L £5.050
28 135 5322228 kx 5 $3348
29 L1} $225,855 " 3 $8,203
0 34 $326,538 7% 2 971
k3l 103 $2438,342 B0 | £] 448
32 133 $363,576 Bl 2 5499
3 142 £386,651 B2 4 $74l2
34 122 £317.5996 . B 2 £3223
kL] 128 £317.859 B4 z $1.315
35 129 $354,20% 85 3 £3.751
a7 T8 $658,852 1 ¢ $0
38 138 $331,1%6 37 ) 50
) 13§ £361,332 38 0 0
40 152 51549 B9 4 0
4l 146 F133,754 90 a 0
42 16 $385,245 21 0 S0
43 152 $309,754 92 0 80
44 107 $312,298 93 ] 50
45 135 $428.906 o4 2} 50
46 133 $385,229 95 Q s0
47 157 $521.274 9% 0 50
48 126 5386 785 o7 ] 50
43 145 §435338 ] ] 50
50 158 $544 817 53 ) 50
k13 [R1:] 5354407 1] 0 50
52 124 $393,70% 101 4} 30
33 [45 £512.174 102 0 5
54 134 £558,324 103 0 0
EH] 150 $519.201 104 a $0
36 13 $549 567 195 1] 0
57 124 $450,341 108 1] 50
58 122 539972 [97 a 50
39 I39 §5935,.514 108 0 50
&0 130 $452,193 ) 109 [+ 50
&1 103 $383,58¢ g 0 50
62 70 5308, 469 11 0 50
B3 LK} 3316853 112 4] %0
6 65 $I58.444 2] i} 50
65 o4 $238 480 L14 0 50
& 33 173,392 115 0 50
L1 i 151,632 116 0 50
68 iz 5100308 117 { 50
2] 29 376,545 118 a 0
ki) 1% 540,722 119 g 5o
kil il 553,617 120 4] 50

7”2 12 £40,928
Tolals 6,164 $16,691,276

* Assumes average entry age of 37 for 588 Temi 1 Mon-Vested bers either older thar 85, younger than 15, of missing a birthdate.

The chart above reflects the counts and benefits used for valuation purposes as a result of data processing.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX B

ACTUARIAL ASSUMPTIONS AND METHODS

A. Long-Term Assumptions Used to Determine Plan Costs and Liabilities

1. Demographic Assumptions

a. Healthy Retirees, Beneficiaries and Non-Retired Members

Male and Female RP-2000 Combined Employee and Annuitant Mortality Tables. To
reflect mortality improvements since the date of the table and to project future

mortality improvements, the tables are projected to 2015 using scale AA.

Sample Rates of Healthy Mortality
Age Male Female
50 0.163% 0.130%
55 0.272% 0.241%
60 0.530% 0.469%
65 1.031% 0.900%
70 1.770% 1.553%
75 3.062% 2.492%
80 5.536% 4.129%
85 9.968% 7.076%
90 17.271% 12.588%

b. Disabled Inactive Mortality

Male and Female RP-2000 Combined Employee and Annuitant Mortality Tables with
no projections. No future mortality improvement is assumed.

Sample Rates of Disabled Inactive Mortality

Age Male Female
50 0.214% 0.168%
55 0.362% 0.272%
60 0.675% 0.506%
65 1.274% 0.971%
70 2.221% 1.674%
75 3.783% 2.811%
80 6.437% 4.588%
85 11.076% 7.745%
90 18.341% 13.168%
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 230, 2012

APPENDIX B
ACTUARIAL ASSUMPTIONS AND METHODS

¢. Rates of Active Disability

Sample Rates of Active Disability
Age Rate
22 0.00%
27 0.01%
32 0.01%
37 0.04%
42 0.10%
47 0.13%
52 0.25%
57 0.36%
62 0.00%

All disabilities are assumed to be permanent and without recovery.

d. Termination of Employment (Prior to Normal Retirement Eligibility)

Service Rate
25%
20%
15%
10%
10%
5%

10-14 5%
15 & over 2%

oW b= D

LA
Y =)

No terminations are assumed after age 50 with five years of service for either male or
female.

e. Probability of Electing a Refund of Member Contributions uponr Termination

Probability of Electing Refund
Age at Term. Non-Vested Vested
Under 35 100% 60%
35-39 100% 50%
40-44 100% 45%
45-49 100% 5%
50 & Over 100% 30%
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX B
ACTUARIAL ASSUMPTIONS AND METHODS

f. Retirement

Annual Retirement Rates
30 years or
more and age
Age <30 years 60 with 25
years
<50 0.00% 10.00%
50-54 3.00 10.00
55 3.00 15.00
56 4.00 15.00
57 5.00 15.00
58 5.00 15.00
59 6.00 15.00
60 3.00 15.00
61 15.00 15.00
62 25.00 25.00
63 15.00 15.00
64 15.00 15.00
65 30.00 30.00
66 30.00 30.00
67 25.00 25.00
68 25.00 25.00
69 25.00 . 25.00
70 & Over 100.00 100.00

Vested terminations are assumed to retire at their earliest unreduced eligibility.

45




€

MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL YALUATION AS OF JUNE 30, 2012

APPENDIX B
ACTUARIAL ASSUMPTIONS AND METHODS

g. Merit/Seniority Salary Increase (in addition to across-the-board increase)

Service based table plus an annual inflation rate of 4.00% (rates shown below exclude
amount for inflation),

Anpual
Increase
6.0%
4.9
3.9
3.1
2.4
1.8
1.4
1.0
0.7
10 0.5
11-15 0.3
16-20 0.1
21 & over 0.0

w0
1]
2
&

D00~ B W b —

h. Family Composition
Female spouses are assumed to be three years younger than males.

100% of non-retired members are assumed married for both male and female
members.

Actual marital characteristics are used for pensioners.

i. Vested Benefits for Terminated Members
Vested benefits for members who terminated during years ending June 30, 2009 and
later were estimated based upon compensation and service information in the census
data. For members who terminated prior to June 30, 2008, vested benefits valued

were the same as had been calculated by the prior actuary for the June 30, 2008
actuarial valuation.
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX B

ACTUARIAL ASSUMPTIONS AND METHODS

. Economic Assumptions

a. Rate of Investment Return:
b. Rate of Wage Inflation:

7.75% (net of expenses)
4.00%

(3.00% inflation plus 1.00% real wage

growth)

¢. Interest on Member Confributions: 3.50%
d. Rate of Increase in Total Payroll

(for Amortization):
. Changes since Last Valuation

None,

4.00%
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX B
ACTUARIAL ASSUMPTIONS AND METHODS

B. Actuarial Methods
1. Funding Method

The Entry Age Normal Actuarial Cost method is used to determine costs. Under this
funding method, a normal cost is determined as a level percent of pay individually for
each active member.

The actuarial accrued liability is that portion of the present value of projected benefits
that will not be paid by future normal costs. The difference between this liability and
funds accumulated as of the same date is referred to as the unfunded actuarial liability.

The portion of the actuarial accrued liability in excess of plan assets is amortized to
develop an additional cost or savings which is added to each year’s employer normal
cost. Under this cost method, actuarial gains and losses are directly reflected in the size
of the unfunded actuarial liability.

2. Actuarial Value of Assets
For purposes of determining the unfunded actuarial accrued liability, we use an actuarial
value of assets. The asset adjustment method dampens the volatility in asset values that
could occur because of fluctuations in market conditions. Use of an asset smoothing
method is consistent with the long-term nature of the actuarial valuation process.
The actuarial value of assets is the current market value, adjusted by a four-year
smoothing of gains and losses on a market value basis. Each year’s gain or loss is

determined as the difference between the actual market return and the expected market
return using the assumed rate of investment return.

3. Amgrtization Method
The unfunded actuarial accrued liability is amortized as a level percentage of future
payroll. The valuation determines the period over which the statutory contributions will
fully amortize the unfunded actuarial accrued liability.

4. Changes since Last Valuation

None.
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX B
ACTUARIAL ASSUMPTIONS AND METHODS

C. Plan Choice Rate Calculations

The current employer Plan Choice Rate for members of the Defined Contribution Retirement
Plan (DCRP) and the Optional Retirement Plan (ORP) who would have been in PERS is
determined as follows:

Percent of Salary
Plan Choice Rate to DBRP (PCR) 2.370%
Additional PCR Contribution
FY2008 (July 1, 2007) 0.135
FY2010 (July 1, 2009) 0135
Total Plan Choice Contribution Rate 2.640%

The Plan Choice Rate (PCR) is the percent of the employer contribution allocated to the
Defined Benefit Retirement Plan for members who choose the Defined Contribution
Retirement Plan or the Optional Retirement Plan. The PCR is required by statute and
actuarially determined to maintain the financial stability of the Defined Benefit Retirement
Plan (DBRP).

Without the PCR, there are two reasons the DBRP costs could potentially increase; one is the
financing of the Unfunded Actuarial Liability (UAL) at the time of the transfers, and the
other is the potential for an increase in the Normal Cost Rate.

1.

The PCR provides that the amortization of the DBRP UAL at the time of the transfer is
financed over the sum of payroll of the DBRP and DCRP members. This method ensures
a continuation of the amortization schedule that was in place just prior to the transfers,
The legislation provided a starting point for this element of the PCR equal to 2.37% of
the payroll of DCRP members and the ORP members who would have been in the
DBRP.

Compared to the members who remain in the DBRP, if the transferring DCRP and ORP
members are, on average, either younger at the time of hire, or have a shorter career, the
DBRP Normal Cost Rate could increase, The dollar amount of the increase in the DBRP
Normal Cost is financed as a percentage of DCRP and ORP payroll. Therefore, the
employers whose employees choose the DCRP and ORP will fund any increase in the
Normal Cost of the DBRP. This rate is known as the PCR Normal Cost Rate (PCR-
NCR).

49




MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 212

APPENDIX B
ACTUARIAL ASSUMPTIONS AND METHODS

Amortization Test: The current PCR, less the PCR-NCR, will be available to amortize the
remaining PCR-UAL. The initial amortization period was set at 12.75 years as of
June 30, 1998. The amortization period will decline by one year each biennium, but the PCR
will not change unless the amortization period is more than 10 years different than the
scheduled amortization period.

Amortization of PCR-UAL
Baseline Acceptable Range
1998 Valuation 12.75 2.75 22,75
2000 Valuation 11.75 1.75 21.75
2002 Valuation 10.75 0.75 20.75
2004 Valuation 9.75 nfa* 19.75
2006 Valuation 8.75 n/a* 18.75
2008 Valuation 7.75 n/a* 17.75
2010 Valuation 6.75 n/a¥* 16.75
2012 Valuation 5.75 n/a* 15.75
2014 Valuation 4.75 n/a* 14.75
2016 Valuation 3.75 n/a* 13.75
2018 Valuvation 2.75 n/a* 12,75
2020 Valuation 1.75 n/a* 11,75
2022 Valuation 0.75 n/a* 10.75

* Assumes immediate amortization of PCR UAL.
Lower end only applies afier 2002 if the PCR UAL is fully amortized.
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL YALUATION AS OF JUNE 30, 2012

APPENDIX C
SUMMARY OF PLAN PROVISIONS

. Membership

The Plan is a multiple-employer cost sharing plan that covers employees of the State, local
governments, and certain employees of the university system and school districts, who are
not covered by a separate retirement system governed by Title 19 of Montana Code
Annotated.

. Contributions

For members hired on or before June 30, 2011 Members contribute 6.9% of their
compensation. Interest is credited at rates determined by the Board.

For new members hired on or after July 1, 2011 Members contribute 7.9% of their
compensation. Interest is credited at rates determined by the Board.

Member contributions are made through an “employer pick-up” arrangement which results in
deferral of taxes on the contributions.

Employers contribute 6.9% of each member’s compensation, increased to 7.035% on
July 1, 2007 and 7.17% on July 1, 2009. This is offset by a 0.1% of compensation from the
State for local governments and school districts. For school districts, this offset increased to
0.235% on July 1, 2007 and 0.37% on July 1, 2009, These increased contributions and offsets
as 0of 2007 and 2009 will terminate if an actuarial valuation shows that the period required to
amortize the system’s unfunded liabilities is less than 25 years, and that the termination of
those increases would not cause the amortization to increase beyond 25 years.

. Service Credit

Service used to determine the amount of retirement benefit. One month of service credit is
carned for each month where the member is paid for 160 hours. This includes certain
transferred and purchased service,

. Membership Service

Service used to determine eligibility for vesting, retirement or other PERS benefits. One
month of membership service is earned for any month member contributions are made to
PERS, regardless of the number of hours worked.

. Highest Average Compensation

For members hired on or before June 30, 2011 Highest Average Compensation is the

average of the highest 36 consecutive months (or shorter period of ftotal service) of
compensation paid to the member.
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

ACTUARIAL YALUATION AS OF JUNE 36, 2012

APPENDIX C
SUMMARY OF PLAN PROVISIONS

For members hired on or after July 1, 2011 Highest Average Compensation is the average
of the highest 60 consecutive months (or shorter period of total service) of compensation paid
to the member.

Compensation generally means afl remuneration paid, excluding certain allowances, benefits
and lump sum payments, Compensation is specifically defined by law

Service Retirement

Eligibility: For members kired on or before June 30, 2011 (i) age 60 with five years of

Benefit:

membership service; or (ii) age 65 regardless of service; or (iii) any age with 30
years of membership service. For members hired on or after July 1, 2011 (i)
age 65 with five years of membership service; or (ii) age 70 regardless of
service.

For members hired on or before June 30, 2011

(i) If less than 25 years of membership service, the greater of (a) 1/56 of highest
average compensation multiplied by years of service credit, or (b) the actuarial
equivalent of double the member’s regular contributions plus interest plus the
actuarial equivalent of any additional contributions plus interest.

(ii) If 25 years of membership service or more, the greater of (a) 2% of highest
average compensation multiplied by years of service credit, or (b) above.

For members hired on or after July 1, 2011

(i) If less than 10 years of membership service, the greater of (a) 1.5% of
highest average compensation multiplied by years of service credit, or (b} the
actuarial equivalent of double the member’s regular contributions plus interest
plus the actuarial equivalent of any additional contributions plus interest.

(i) If between 10 and 30 years of membership service, the greater of (a) 1/56 of
highest average compensation multiplied by years of service credit, or (b)
above.

(iii) If 30 years of membership service or more, the greater of (a) 2% of highest
average compensation multiplied by years of service credit, or (b) above.
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MONTANA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
ACTUARIAL YALUATION AS OF JUNE 30, 2012

APPENDIX C
SUMMARY OF PLAN PROVISIONS

7. Early Retirement

Eligibility: For members hired on or before June 30, 2011 (i) age 50 with 5 years of
membership service; or (ii) any age with 25 years of membership service.

For members hired on or after July 1, 2011 (i) age 55 with 5 vears of
membership service.

Benefit: For members retired prior to October 1, 2011
The actuarial equivalent of the accrued portion of the service retirement benefit
that would have been payable to the member commencing at age 60 or upon
completion of 30 years of membership service with the exception that the
benefit must be reduced by a factor resulting from multiplying 0.5% (for first
five years from service retirement eligibility) or 0.3% (for years six to 10 vears
from service retirement eligibility) by the number of months by which the
retirement date precedes the date at which the member would have attained age
60 or completed 30 years of membership service.

For members hired on or before June 36, 2011

The actuarial equivalent of the accrued portion of the service retirement benefit
that would have been payable to the member commencing at age 60 or upon
completion of 30 years of membership service with the exception that the
benefit must be reduced using actuarially equivalent factors based on the most
recent valuation.

For members hired on or after July 1, 2011
The actuarial equivalent of the accrued potion of the service retirement benefit
that would have been payable to the member commencing at age 65 with the
exception that the benefit must be reduced using actuarially equivalent factors
based on the most recent valuation.
8. Disability Benefit
Eligibility: Five years of membership service

Benefit: (i) If hired on or before February 24, 1991, the greater of (a) or (b):

(a) Less than 25 yeérs of membership service: 90% of 1/56 of highest
average compensation multiplied by service credit.

At least 25 years of membership service: 90% of 1/50 of highest
average compensation multiplied by service credit, or

(b) 25% of highest average compensation.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX C
SUMMARY OF PLAN PROVISIONS

(ti) If hired after February 24, 1991 and before July 1, 2011:

90% is replaced by 100% in the above formulas, but there is no 25%
minimum benefit,

(iii) If hired on or after July 1, 2011:

(a) If less than 10 years of membership service, the greater of (a) 1.5% of
highest average compensation multiplied by years of service credit.

(b) If between 10 and 30 years of membership service, the greater of (a)
1/56 of highest average compensation multiplied by years of service
credit,

(c) If 30 years of membership service or more, the greater of (a) 2% of
highest average compensation multiplied by years of service credit.

9. Survivor’s Benefit

Eligibility: =~ Member’s status at time of death: (i) active, (ii) within 6 months after
severance, (iii) receiving disability benefit for less than 6 months, (iv)
continuously disabled without receiving a disability benefit, or (v) inactive.

Benefit: The sum of (i} accumulated contributions plus (ii) monthly compensation
multiplied by the lesser of years of service credit or six, plus (jii) interest,
However an inactive member’s survivor will receive only accumulated
contributions.

For the survivor of an active member who had completed five years of
membership service, the benefit will be the actuarial equivalent of the accrued

retirement benefit at the time of death subject to the minimum in the above
paragraph,

A beneficiary may elect to receive the payment as an annuity that is the
actuarial equivalent of the amount of benefit.

For retired members receiving the normal form of annuity, a payment will be
made equal to the accumulated contributions reduced by any retirement
benefits already paid.

10. Vesting

Eligibility: Five years of membership service.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX C
SUMMARY OF PLAN PROVISIONS

Benefit: Accrued normal retirement benefit, payable at age 60 (or 65 if hired after
June 30, 2011). In lieu of a pension, a member may receive a refund of
accumulated contributions. Upon receipt of a refund of contributions a
member’s vested right to a monthly benefit is forfeited.

Withdrawal of Employee Contributions
Eligibility: Terminates service and is not eligible for other benefits.

Benefit: Accumulated employee contributions. Upon receipt of a refund of contributions
a member’s vested right to a monthly benefit is forfeited.

Form of Payment

The normal form of payment is a life annuity with a refund of any remaining account balance
to a designated beneficiary. (Option 1)

Optional benefits: (1} Option 2, a joint and 100% survivor benefit, (ii) Option 3, a joint and
50% survivor benefit, and (iii) Option 4, a life annuity with a period certain. If a retiring
member selects Option 2 or 3 and the designated beneficiary predeceases the member, the
benefit may revert to the higher Option 1 benefit available at retirement or select a different
beneficiary and/or a different option if the retiree provides notification within 18 months.

Post Retirement Benefit Increases
For retired members who have been retired at least 12 months, a Guaranteed Annual Benefit

Adjustment (GABA) will be made each year equal to (i) 3% for members hired before
July 1, 2007 and (ii) 1.5% for members hired on or after July 1, 2007.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX C
SUMMARY OF PLAN PROVISIONS

14. Changes since Last Valuation

None.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX D
GLOSSARY

. Actuarial Assumptions

Assumptions as to the occurrence of future events affecting pension costs, such as: mortality,
withdrawal, disability, and retirement; changes in compensation; inflation; rates of
investment earnings, and asset appreciation or depreciation; and other relevant items.

Actuarial Cost Method
A procedure for determining the Actuarial Present Value of pension plan benefits and

expenses and for developing an allocation of such value to each year of service, usually in
the form of a Normal Cost and an Actuarial Liability.

. Actuarial Gain (Loss)

A measure of the difference between actual experience and that expected based upon a set of
Actuarial Assumptions during the period between two Actuarial Valuation dates, as
determined in accordance with a particular Actuarial Cost Method.

Actuarial Liability

The portion of the Actuarial Present Value of Projected Benefits which will not be paid by
future Normal Costs. It represents the value of the past Normal Costs with interest to the
valuation date.

Actuarial Present Value (Present Value)

The value as of a given date of a future amount or series of payments. The Actuarial Present
Value discounts the payments to the given date at the assumed investment return and
includes the probability of the payment being made. As a simple example: assume you owe
$100 to a friend one year from now. Also, assume there is a 1% probability of your friend
dying over the next year, in which case you won’t be obligated to pay him. If the assumed
investment return is 10%, the actuarial present value is:

Amount Probability of  1/(1+Investment
Payment Return)
$100  x  (1-.01) 1A1+.1) = $90

Actuarial Valuation

The determination, as of a specified date, of the Normal Cost, Actuarial Liability, Actuarial
Value of Assets, and related Actuarial Present Values for a pension plan.
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10.

11.

12.

13.

14.

MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX D
GLOSSARY

Actuarial Value of Assets

The value of cash, investments and other property belonging to a pension plan as used by the
actuary for the purpose of an Actuarial Valuation. The purpose of an Actuarial Value of
Assets is to smooth out fluctuations in market values. This way long-term costs are not
distorted by short-term fluctuations in the market.

Actuarially Equivalent

Of equal Actnarial Present Value, determined as of a given date with each value based on the
same set of actuarial assumptions.

Amortization Payment

The portion of the pension plan contribution which is designed to pay interest and principal
on the Unfunded Actuarial Liability in order to pay for that [iability in a given number of
years.

Entry Age Normal Actuarial Cost Method

A method under which the Actuarial Present Value of the Projected Benefits of each
individual included in an Actuarial Valuation is allocated on a level basis over the earnings
of the individual between eniry age and assumed exit ages.

Normal Cost

That portion of the Actuarial Present Value of pension plan benefits and expenses which is
allocated to a valuation year by the Actuarial Cost Method.

Unfunded Actuarial Liability

The excess of the Actuarial Liability over the Actuarial Value of Assets.

Projected Benefits

Those pension plan benefit amounts which are expected to be paid in the future under a
particular set of Actuarial Assumptions, taking into account such items as the effect of
advancement in age and increases in future compensation and service credits.

Funded Percentage

The ratio of the Actuarial Liabilities to the Actuarial Value of Assets.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2012

APPENDIX D
GLOSSARY

15. Mortality Table

A set of percentages which estimate the probability of death at a particular point in time.
Typically, the rates are annual and based on age and sex.

16. Investment Return Assumption
The assumed interest rate used for projecting dollar related values in the future.
17. Inflation (CPI)

The assumed increase in dollar related values in the future due to the general increase in the
cost-of-fiving. The usual measure for inflation is the Consumer Price Index (CPI).
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HOUSE BILL NO. 382

2 INTRODUCED BY L. BANGERTER
3
4  ABILL FORANACT ENTITLED: "AN ACT REQUIRING THAT A PORTION OF THE EXPENDABLE PORTION
5 OF COAL SEVERANCE TAX COLLECTIONS BE STATUTORILY APPROPRIATED TO THE TRUST FUNDS
6 FORTHETEACHERS'RETIREMENT SYSTEM, THE PUBLIC EMPLOYEES' RETIREMENT SYSTEMDEFINED
7 BENEFIT PLAN, THE SHERIFFS' RETIREMENT SYSTEM, AND THE GAME WARDENS' AND PEACE
8 OFFICERS'RETIREMENT SYSTEM UNTIL THE FUNDS ARE ACTUARIALLY SOUND; AMENDING SECTION
9 15-35-108; AND PROVIDING AN EFFECTIVE DATE."
10
11 BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
12
13 Section 1. Section 15-35-108, MCA, is amended to read:
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29 - - -
30  describedin 23162
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&ﬁ%ﬁ?ﬁn -1- Authorized Print Version - HB 382

EXHIBIT




63rd Legislature

w W ~N o ot kA W N =

W RN NN N RN RN N 2w a4 a2 a o a
S O 0~ G AWM A D WD kW O

Legislative
Services
Djvision

HB0382.01

Authorized Print Version - HB 382




63rd Legislature HB0382.01

0w 0 ~N B s W N =

LY NN R NN NN N NN 22 a2 a a2 a2 A
L= (o R = 4 ) B - e 4 S = T+ N+ < S B+ B 4 B 4 e L™

15-35-108. (Effectiveduly-4-2613) (Temporary} Disposal of severance taxes. Severance taxes

collected under this chapter must, in accordance with the provisions of 17-2-124, be allocated as follows:

(1) Fifty percent of total coal severance tax collections is allocated to the trust fund created by Article X,
section 5, of the Montana constitution. The trust fund money must be deposited in the fund established under
17-6-203(6) and invested by the board of investments as provided by law.

(2) The amount of 12% of coal severance tax collections is allocated to the long-range building program
account established in 17-7-205.

(3) The amount of 5.46% must be credited to an account in the state special revenue fund to be allocated
by the legislature for provision of basic library services for the residents of all counties through library federations
and for payment of the costs of participating in regional and national networking, conservation districts, and the
Montana Growth Through Agriculture Act. Expenditures of the allocation may be made only from this account.
Money may not be transferred from this account to another account other than the general fund. Beginning-diy
4+2642any Any unreserved fund balance at the end of each fiscal year must be deposited in the general fund.

{(4) The amount of 1.27% must be allocated to a permanent fund account for the purpose of parks
acquisition or management, Income from this permanent fund account, excluding unreatized gains and losses,
must be appropriated for the acquisition, development, operation, and maintenance of any sites and areas
described in 23-1-102.

(5) The amount of 0.95% must be allocated to the debt service fund type to the credit of the renewable
resource loan debt service fund.

(6) The amount of 0.63% must be allocated to a trust fund for the purpose of protection of works of art
in the capitol and for other cuitural and aesthetic projects. Income from this trust fund account, excluding
unrealized gains and losses, must be appropriated for protection of works of art in the state capitol and for other
cultural and aesthetic projects.

(7) The amount of 5.8% through September 30, 2013, and beginning October 1, 2013, the amount of
2.9% must be credited to the coal natural resource account established in 90-6-1001(2).

(8) After the allocations are made under subsections (2) through (7), $250,000 for the fiscal year must
be credited to the coal and uranium mine permitting and reclamation program account established in 82-4-244.

{9) {a) Subject to suivseetton subsections (9)(b) and (9)(c), all other revenue from severance taxes

collected under the provisions of this chapter niust-be—credited-te-thegenerai-fund-of-tve-state are statutoril
appropriated, as provided in 17-7-502, as follows:
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{i} 45% to the trust fund of the public employees' retirement system defined benefit plan provided for in
19-3-103;

(i) 45% to the trust fund of the teachers' retirement system provided for in 19-20-102;

(iii} 5% to the trust fund of the sheriffs’ retirement system provided for in 19-7-102; and

(iv) 5% to the trust fund of the game wardens' and peace officers’ retirement system provided for in
19-8-102.

(b} (i) Except as provided in subsection {9)b)(ii}, on January 1 following an actuarial valuation showing
that the unfunded liabilities of a retirement system or plan listed in subsection (9)(a) amoriize in 30 years or less

and that termination of the statutory appropriation {o_the system's or plan's trust fund under subsection (9)(a}

would not result In an amortization period of more than 30 years, the statutory appropriation terminates and the

revenue that was approgriated to the retirement system must be credited to the general fund.

(i} (A) If the public emplovees' retirement system defined benefit plan meets the conditions under
supsection (3Yb)(i) before the teachers' retirement system meets the conditions, the statutory appropriation of
45% af revenue under subsection (9){a)(i} terminates on January 1 following the valuation and the 45% of
revenue is statutorily appropriated to the teachers’ retirement system trust fund in addition to the statutory
appropriation under subsection {9)a}iil. o

(B) _If the teachers' retirement system meets the conditions under subsection (91{5};i1 before the

unfunded liabilities of the public emplovees' retirement system defined benefit plan meets the conditions. the

statutory appropriation of 45% of revenue under_subsection (9)a)(ii) terminaies on January 1 following the
vaiyation and the 45% of revenue is statutorily appropriated to the public empioyees' retirement system defined

benefit plan trust fund in addition to the statutory appropriation under subsection (9)(a){i).

() The interest income from $140 million of the coal severance tax permanent fund that is deposited
in the general fund is statutorily appropriated, as provided in 17-7-502, on an annual basis as follows:

(i} $65,000 to the cooperative development center;

(i1} $1.25 million for the growth through agriculture program provided for in Title 90, chapter 9;

(iiiy $3.65 million to the research and commercialization state special revenue account created in
90-3-1002;

{iv) to the depariment of commerce:

(A} $125,000 for a small business development center;

(B) $50,000 for a small business innovative research program;

Legislative
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{C) $425,000 for certified regional development corporations;

(D) $200,000 for the Montana manufacturing extension center at Montana state university-Bozeman;
and

(E) $300,000 for export trade enhancement. (Terminates June 30, 2019—secs. 2, 3, Ch, 459, L. 2009.)

15-35-108. (Effective July 1, 2019) Disposal of severance taxes. Severance taxes coilected under
this chapter must, in accordance with the provisions of 17-2-124, be aliocated as follows:

(1) Fifty percent of total coal severance tax collections is allocated to the trust fund created by Article IX,
section 5, of the Montana constitution. The frust fund money must be deposited in the fund established under
17-6-203(6) and invested hy the board of investments as provided by law.

(2} The amount of 12% of coal severance tax collections is allocated to the long-range building program
account established in 17-7-205.

(3} The amount of 5.46% must be credited to an accountin the state special revenue fund to be allocated
by the legislature for provision of basic library services for the residents of all counties through library federations
and for payment of the costs of participating in regional and national networking, conservation districts, and the
Montana Growth Through Agriculture Act. Expenditures of the allocation may be made only from this account.
Money may nat be transferred from this account to another account other than the general fund. Beginning July
1, 2012, any unreserved fund balance at the end of each fiscal year must be deposited in the general fund.

{(4) The amount of 1.27% must be ailocated to a permanent fund account for the purpose of parks
acquisition or management. Inceme from this permanent fund account, excluding unrealized gains and iosses,
must be appropriated for the acquisition, development, operation, and maintenance of any sites and areas
described in 23-1-102.

(5) The amount of 0.95% must be allocated to the debt service fund type to the credit of the renewable
resource loan debt service fund.

{6) The amount of 0.63% must be allocated to a trust fund for the purpose of protection of works of art
in the capitol and for other cultural and aesthetic projects. Income from this trust fund account, excluding
unrealized gains and losses, must be appropriated for protection of works of art in the state capitol and for other
cultural and aesthetic projects.

(7) The amount of 2.9% must be credited to the coal natural rescurce account established in
90-8-1001(2).

(8) After the allocations are made under subsections (2) through {7), $250,000 for the fiscal year must
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be credited to the coal and uranium mine permitting and reclamation program account established in 82-4-244,

(9) {a} A Subject to subsection {9)b), all other revenue from severance taxes collected under the
provisions of this chapter must-be—credited—to-the—generat-fund-of-the—stete are statutorily appropriated, as

provided in 17-7-502, as follows:

i) 45% to the trust fund of the public employees’ retirement system defined benefit plan provided for in
18-3-103;
(ii) 45% to the trust fund of the teachers' retirement system provided for in 19-20-102;

(lii} 5% to the trust fund of the sheriffs’ retirement system provided for in 19-7-102; and

{iv) 5% to the trust fund of the game wardens' and peace officers' retirement system provided for in
19-8-102.

(b} {iY Except as provided in subsection (9¥bii}, on January 1 following an actuariat valuation showing

that the unfunded liabilities of a retirement system or plan listed in subsection {9)(a) amortize in 30 vears or less
and that termination of the statutory appropriatien to the system's or plan's trust fund under subsection (9)a)
would not result in an amortization period of more than 30 vears, the statutory appropriafion terminates and the
revenue that was appropriated to the retifement system must be credited 1o the general fund.

i) (A} if the public employees' retirement system defined benefit_ plan meets the conditions under
subsection (9)(bi) before the teachers’ retirement system meets the conditions, the statutory appropriation of

45% of revenue under_subsection (8)al(i} terminates on January 1 following the valuation and the 45% of
revenue is statutorily appropriated to the teachers' retirement system trust fund in_addition to_the statutory

appropriation under subsection (¥ a)ii).
(B) If the teachers' retirement system meets the conditions under subsection {9){b)i) befare the

unfunded liabilities of the public emplovees' retirement system defined benefit plan meets the conditions, the
statutory appropriation of 48% of revenue under subsection (9)a)(ii} terminates on January 1 following the

valuation and the 45% of revenue is statutorily appropriated to the public emplovees' retirement system defined

benefit plan trust fund in addition to the statutory appropriation under subsection {9)(a)(i)."

NEW SECTION. Section 2. Effective date. [This act] is effective July 1, 2013,
-END -
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TIMOTHY C. FOX
Montana Attomey General
MICHAEL G. BLACK

J. STUART SEGREST
Assistant Attorneys General
215 North Sanders

P.O. Box 201401

Helena, MT 59620-1401
mblack2@mt.gov
ssegresti@mt.gov

Phone: (406) 444-2026, Fax: (406) 444-3549

COUNSEL FOR DEFENDANTS

RECEIVED

JUM T8 201

BROWNING, KALEGH
) 7y
BERRY & HOVEN, Pcc'

MONTANA FIRST JUDICIAL DISTRICT COURT
LEWIS AND CLARK COUNTY

ASSOCIATION OF MONTANA RETIRED

PUBLIC EMPLOYEES, RUSSELL WRIGG,
MARLYS HURLBERT, CAROLE CAREY,

[. EDWARD SONDENQ,

Plaintiffs,
V.

STATE OF MONTANA, MONTANA PUBLIC
EMPLOYEE RETIREMENT N
ADMINISTRATION, PUBLIC EMPLOYEL
RETIREMENT BOARD., GOVERNOR
STEVE BULLOCK, in his official capacity,

Defendants.

} Cause No. CDV-2013-788

)

) DEFENDANTS’ RESPONSE

) TO PLAINTIFFS’ FIRST SET
OF DISCOVERY REQUESTS

)
)
)
)
)
)
)
)
)

REQUEST FOR ADMISSION NOQ. 1: Please admit that HB 454 of the 2013

Legislative Session as originally introduced did not reduce the Guaranteed Annual

Benefit Adjustment (“GABA”).

RESPONSE: Admit.

DEFENDANTS’ RESPONSE TO PLAINTIFFS’ FIRST SET OF DISCOVER




INTERROGATORY NO. 21: Considering that Mont. Const. Art. VIII, Sec.

15, provides that "Public retirement system assets ... shall be held in trust to provide
benefits té participants and their beneficiaries and to defray administrative expenses”, -
is it your contention that the GABA provided for in Mont. Code Ann. § 19-3-1605 is
not a benefit to PERS retirees? If so, please explain in a detailed narrative.

ANSWER: Yes, the adjustment provided for in Mont. Code Ann. § 19-3-1605
is a yearly adjustment to the benefit, not the benefit itself. The “service retirement
benefit payable following retirement to a member” is set forth in Mont. Code Ann. § 19-
3-904. |

INTERROGATORY NO. 22: If you answer any of Plaintiffs' Requests for

Admission with a response other than an unqualified admission, please set forth fully
for each request and with specificity the factual basis for your refusal to unqualifiedly
admit the request.

ANSWER: Objection. Plaintiffs to date have propounded 34 requests for
admission and 26 interrogatories, and therefore this interrogatory may violate Mont. R.
Civ. P. 33(a)(1). Without waiving this chjection, see responses to each request for
admisston.

INTERROGATORY NO. 23: What alternatives were considered and rejected

other than reducing the GABA in order to restore the actuarial soundness of PERS? For
each, provide a detailed narrative identifying the aiternative, when it was considered,

and why it was not implemented.

DEFENDANTS’ RESPONSE TO PLAINTIFFS’ FIRST SET OF BDISCOVERY REQUESTS
Page 25 0f 29




ANSWER: Objection, this interrogatory is overly broad, vague, and unduly
burdensome because it does not identify a subject that may have considered alternatives
(aliernatives considered by whom?) and does not contain a time period. Additionally
why certain alternatives were not implemented, when ascertainable, is a matter of
legislative record, as accessible to Plaintiffs as to Defendants, and are available to
Plaintiffs pursuant to Mont. R. Civ. P. 33(d).

Without waiving the objection, potentially responsive bills and measures proposed
in 2011 and 2013 offering alternatives include:

HB 383 (2013) and HB 632 (2011); HB 338 (2013); SB 333 (2013); HB 122
(2011).

REQUEST FOR PRODUCTION NOQ. 15: Please produce all training

materials, emails, presentation outlines and documents of any kind including
electronically stored information, where you represent that any state, county, or local
government employee will be eligible to receive a 3% GABA.

RESPONSE: Sece MPERA documents referencing the 3% GABA on the attached
CD and attached VHS Cassette, Emails are generally only retained by MPERA for 30
days. Most emails referencing a 3% GABA would be significantly older. Those that
were located after a reasonable search was conducted are included on the CD.

REQUEST FOR PRODUCTION NOQ. 16: Please produce all records, and

documents of any kind where you discuss in any manner a state, county, or local
government employee being eligible to recetve a 3% GABA.

RESPONSE: See documents on the attached CD and attached VHS Cassette.

DEFENDANTS’ RESPONSE TO PLAINTIFFS® FIRST SET OF DISCOVERY REQUESTS
Page 26 of 29



Pension Fund Fiscal: Note 2015 Biennium

BUDIET-ANG PROGRAM-BPLANNING

Provide funding for the public employees' Tetirement

Bili# HB0454 ’ h Title:
: : system defined benefit plan
\Primary S_ponsor:] MeChesney, Bill _ | [Status: | As Introduced . ]

Pulc Bmployees ~ [1 HighwayPaoi [ Police
O Vohmteer Firefighters 11 Game Wardens [ Judges .

Retirement Systems Affected: [T Teachers
B Sheriff O Firefighters
Check the box ff "Yes”.

[ Has ths leislation been reviewed by the legislative inferim committee?
t Has the cost ofthis lerslation been caloulated by the system's actuary?
Does this kegislation inchude filf finding for any benefit revisions?

EXHIBIT

10

July1,2012  July1,2012 . Increase/ -

Current System Wlth Changes (Decrease)
(Dollar Amounts in Thousands) oo

Present Value of Actuarial Accrued Liability " $5,661,281 $5 663 750 $2,469
Present Value of Actuarial Assets ' $3,816,920 . $3,816,920 o 50
Unfunded Actuarial Accrued Llabllity (UAAL) - §1,844,361 $1,846,830 . $2,469
Amortization Period (years) of UAAL DNA - DNA 000
Change in normal costs . 11.80% 11.83% - 0.03%
Amortization Period of UAAL with CST FY 2014 DNA 36.70 NA
PERS FY 2013 FY 2014 FY 2015 - = FY2016 FY 2017

. Julyi 2012 Tuly 1 2013 July 1, 2014 Julyl 2015 July 1, 2016

State and MUS Contnbutlon Ra1 - 717% 8.17%. . 817% -8, 1?% 8 17%
State Contnbutmn Rate T 0.00% . 0.00% 0.00% 0,00% 0.00% _

School District Contribution Rat 6.80% -+ 7.30% - 7.80%. 780% - 7.80%
State Contribution Rate 0.37% 0.37% 0.37% 0.37% 0.37%

e

P_agclofé
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Fiscal Note Request — As Introduced (continued)
FISCAL SUMMARY o
FY 2014 FY 2015 FY 2016 FY 2017 -
- Difference Difference Difference Difference
Expenditures: : o
_-General Fund . $37,292,546 $38,385,546 = $39,108,288 . - §39,866,899 . -
State Special Revene $1,688,905 $1,688,905 $1,756,461 $1,826,720
Federal Special Revenue $1,149,638 - 51,149,658 $1,195,644 $1,243,470
Proprietary $669,831 $669,831 $696,624 - $724,489
MUS tuition/other $489,974 - $509,573 $529,956 - $551,154
Other - Local Govt $4,190,000 $4.360,000 84,530,000 = $4,710,000- -
Other - School Distr $1,510,000 $1,570,000 - $1,630,000 $1,700,000
Other.- Members $10,370,000 $10,780,000 $11,210,000 | $11,660,000
Revenue:-
General Fund 30 $0 $0 T $407.000.
State Special Revenue $0 $0. $0 §0
Federal Special Revenue - %0 %0 $0 $0
Other - TSEP/RRGL Interest $0 s 6 ($407 000)
Other - PERS $603,360,914 $62,113,513 $63,656,974  $65,282,732

Net Impact-General Fund Balance: 1$3?,292,546!' ($38.385.546) ($39.108.228) ($39.459.899)

Description of fiscal impact: HB 454 provides additional funding to amortize the unfunded liabilities of the .
Public Employee Retirement System (PERS) through increased contributions and revenue and interest earnings
derived from natural resource development. The bill includes appropriations for the additional 1% employer
contribution for state agencies and the Montana University System. The Unfunded Actuarial Accrued Liability
(UAAL) of PERS is réduced from “Does Not Amortize” (DNA) to 36.7 years as a result of HB 454. Beginning
in FY 2017, the bill allocates three-eighths of coal severance tax revenue to the coal tax permanent fund and
- eliminates the allocations to the Treasure State Endowment Fund and the Treasure State Endowment Regional
Water System Fund. Over time, this will increase the amount of interest earnings that are transferred to the
state general fund,

© FISCAL ANALYSIS

Assumgtions* . ' '

Public Employees’ Reurement System (PERS) '

1. Member contribution rates for all active members would be set at 7. 9% The current rate is 6.9% for all
members hired beforeJuly 1, 2011 and 7.9% for those members hited on or after July 1, 2011.

2. The contribution rate would decrease to 6.9% for all members once the amortization penod goes below 25
years and remains below 25 years after the contribution rate i3 reduced.

" 3. The employer contribution rate: would increase by 1% brmgmg the total contnbunon rate, mc]udmg the state

portion, to 8.17%.

4. The bill includes appropnatmns in Section 9 for the additional 1% employer contribution for state agencles
and the MUS.

HB0454.01.docx _
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Fiscal Note Request — As Introduced ' : (continued)

5. The additional 1% contribution would be eliminated along with the current temporary contribution rate of
0.27% once the amortization period goes below 25 years and remains below 25 years after the contribution

rate is reduced by the total of 1.27%. .

An allocation of coal tax revenues will be contributed to the plan each year.

The termination of the temporary funding. sources is applied at once for both the member and employer

contributions when the system’s amortization period is below 25 years. _

8. Coal severance tax projections were developed using OBPP revenue estimates for FY 2014 thru FY 2017
and are inflated by 2% each year thereafter for the actuarial analysis of PERS as a result of HB 454.

9. The fiscal impact presented by the actuary assumes that this bill is the only amendment being considered. If
other changes are also adopted, the fiscal impact associated with this bill could be different.

10. There have been no adjustments for actuarial gains and losses or for changes in membership or financial
data since the last valuation as of June 30, 2012. ‘ :

11. The actuarial calculations are based upon the data, actuarial methods, and assumptions as were used in the
Actuarial Valuations of the systems as of June 30, 2012. S

12. The assumptions are based on the likely future experience of the systems and represent a best estimate for
future experience. The results are dependent upon future experience conforming to the assumptions used.

Department of Agriculture (AGR) _

13, Under current law, beginning July 1, 2013, the Growth Through Agriculture program would receive a
statutory appropriation of $1.25 million from the interest eanings of the coal tax permanent fund.

14. HB 454 would maintain the statutory appropriation for this purpose at the 2013 biennium level of $625,000
per year. _ _ . , _

15. As a result of HB 454, the department would reduce by $625,000 the amount available for grants or loans

~ for agricultural related economic devetopment. L ' ' .

Department of Commerce (DoC) :

16, Under current law, beginning July 1, 2013, the Research and Commercialization account would receive a
statutory appropriation of $3.65 million from the interest earnings of the coal tax permanent fund. ,

17, HB 454 would maintain the statutory appropriation for this purpose at the 2013 biennium level of $1.275
million per year. o - o _ :

18. Section 1 of the bill amends 15-35-108, MCA, and reduces the general fund transfer to the Research and
Commercialization state special revenue account from $3.65 million each fiscal year to $1.275 million each
fiscal year. This reduction means the Montana Board of Research Commercialization Technology will fund
18 fewer research and commercialization projects annually. o B S

19. Section 2 of the bill stops the flow of coal severance tax bond fund revenues to the Treasure State
Endowment Fund on June 30, 2016. Undet current law coal severance tax bond find revemues to the
Treasure State Endowment Fund would have expired on June 30, 2020 c '

20. Beginning in FY 2014, this bill would statutorily appropriate coal severance tax revenue deposited in the
general fund to the Public Employees Retirement Systemn (PERS) trust fund. OBPP’s forecast of general
fund revenue from the coal severancefax is $16.874 million for FY 2014, $17.968 million for FY 2015,
$18.593 million for FY 2016, and $19.251 million for FY 2017. _ : '

21. Half of coal severance tax revenue is deposited in the coal tax trust funds. Under current law, through FY
2020 half of this revenue is deposited in the Treasure State Endowment Fund, one-fourth is deposited in the
Treasure State Endowment Regional Water System Fund, and one-fourth is deposited in the Big Sky
Economic Development Fund, Beginning in FY 2021, three-fourths is deposited in the Coal Tax Permanent
Fund and one-fourth is deposited in the Big Sky Economic Development Fund. This bill makes this change
in allocation formulas occur at the beginning of FY 2017, -

22, The change in coal severance tax allocation at the beginning of FY 2017 would change the trust fund
balances and interest earnings beginning in FY 2017. Coal severance tax is collected quarterly, thirty days
after the end of the quarter. Because the changes in revenue deposited in the trust funds occur at the end of

the fourth month, the end of the seventh month, the end of the tenth month, and at fiscal year-end, the

HBC454.01 doex )
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- Fiscal Note Request — As Introduced : : "« (continued)

changes in the average mterest—eammg balance in FY 2017 will be 31.25% of ﬁe changes in revenue, The.
following table shows the differences in allocation of coal severance tax and interest earning for FY 2014
through FY 2017.

Changes in Revenue Allocations {$ million} .
FY 2014 FY 2015 FY 2018 FY2017 ‘

Coal Severance Tax

Coal Trust Permanent Fund N 0 - 0 27.297.
Treasure State Endowmaent Fund 0 o 0 -18.198
TSE Regional Water System Fund -0 0 .0 -9.098
Trust Fund Interest Earnings - , _
General Fund 0 0. 0 0.407
TSE Income Fund 0 0 0 -0271

TSERWSF lncome Fund - -0 0

=

-0.135

22, 17-1-508, MCA requires analysis of the statutory appropriation relative to the guidance in
17-1-508(2), MCA, to be published in the fiscal note. In reviewing and establishing
statutory approptiations, the legislature sha.ll consider the following gwdetmes

_ YES NO

a. The fund or use requires an appropnatlon X .
b.  The money is not from a continuing, reliable, and esurnable source. . X
¢. The use of the appropriation or thc expenditure occurrence is not 1 %

predictable and reliable. = S
d. The authority does not exist elsewhere, B X
e. An alternative appropnatlou method i is not avaﬂdble practxcai or x

~ effective.

f. Other than for emergency purposes, it does not appropnate money _ <

from the state general fund. _ L _
g. Themoney is dedicated for a specific use. I PR
h. The legislature wishes the activity to be funded on a contlnual basm S X
i, When feasible, an expenditure cap and sunset date are included. X

HB0454.01.docx
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Fiscal Note Request - As Introduced

Other ~_-PERS Trust

HE(454.0] doex
/192013

{continued)
FY 2014 FY 2015 FY 2016 FY 2017
Fiscal Impact: Difference Difference Difference Difference

Expenditures: _ _ ' o o
Stat Approp to PERS $37,874,000 $38,967,000 $39,593,000 $40,25_1 ,000
SA Approp to State Agencies {($3,000,000) {$3,000,000} ($3,000,000) ($3,000,000)
Employer (ER) Contribution:  $12,116,914 $12,366,513 $12,853,974 $13,371,732
Employee (EE) Contribution; $10,370,000 $10,780,000 $11.210,000 $11,660,000

TOTAL Expenditures $57.360,914 £59.113,513 $60,656k974 $62.282.732
Funding of Expenditures; ' R )
'GF (01) - Stat Approp PERS $37,874,000 $38,967,000 $39,593,000 $40,251,000
GF (01) - Stat Approp Agenc ($3,000,000) ($3,000,000) - {$3,000,000) (83,000,000}

* GF (01) ER Contributions $1,870,019 $1,870,019 $1,944,820 $2,022,613
GF (01)-MUS ER Contributi $548,527 $548,527 $570,468 " $593,287
SSR (02) ER Contributions - $1,688,905 $1,688,905 $1,756,4561 $1,826,720
FS8R {03) ER Contributions $1,149,658 $1,149,658 $1,195,644 - $1,243,470
Proprietary (06) ER Contrib. $669,831 $669,831 $696,624 $724,489
MUS Tuition/Other ER Con - $489 974 $509,573 -$529,956 $551,154
Other - Local Govt ER Contr . $4,190,000 $4,360,000 $4,530,000 $4,710,000
Other - School Diatr ER Con $1,510,000 $1,570,000 $1,630,000 $1,700,000
Other - Members EE Contrib $10,370,000 $10,780.000 $11,210,000 $11,660,000

TOTAL Funding of Exp. $5753:__§‘(=)=,=914 $59.1 13;_5__1__35 $60.656k974 $62!282!732
General Fund (01) $0 $0 %0 $407,000
State Special Revenue (02) $0 $0 $0 $0
Federal Special Revenue (03 $0 $0 $0 30
Proprietary (06) $0 $0 $0 $0
MUS Tuition/Other 50 $0 $0 $0
Other - Local Govt/School D 50 $0 $0 $0
Other - TSEP/RRGL Interest §0 . 30 30 ($407,000)
Other - PERS Trust $60,360,914 -$62,113,513 $63,656,974 $65.282.732

TOTAL Revenunes $60,360,914 $62.113,513 $63,656.974 $65.282,732

Net Impact to Fund Balance (Revenue minus Funding of Expenditures):
General Fund (01) ($37.292,546) - ($38,385,546) ($39,108,288) ($39,459,899)

* State Special Revenue (02) ($1,688,905) ° ($1,688,905) (51,756,401} {$1,826,720)
Federal Special Revenue (03 ($1,149,658) ($1,149,658) (31,195,644) (5$1,243,470)

« Proprietary (06) ($669,831) ($669,831) (3696,624) ($724,489)
MUS Tuition/Other (5489,974) ($509,573) ($529,956) ($551,154)

Other - Local Govt ($4,190,000) ($4,360,000) ($4,530,000) (5$4,710,000)
Other - School Districts ($1,510,000) ($1,570,000) - ($1,630,000) (31,700,000)
Other - TSEP/RRGL Interest 30 _$50 $0 ($407,000)

' - °$60,360,914 . 862,113,513 $63,656,974

$65,282,732
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Fiscal Note Request — As Introduced

Effect on Lucal Governments:

1. Local Governments and School Districts each pay an additional 1% in employer coniributions unnl the year
2033 when the funding is prcjected to drop below 25. yeats and the additional 1% centribution would be

eliminated.
2. The fiscal impact to local government and the schoo! districts is ilustrated in the table below:

 (continued)

2017

Fiscal Year _ ‘ 2014 2015 2'0_16
Local Govt ER Contributions $4,190,000 | $4,360,000 $4,530,000 | $4,710,000
School Dist ER Contributions $1,510,000 ; $1,570,000 | $1 ,63 0,000 | $1,700,000

Long—Term Imgactr : o

1. PERS is projected fo become actuarial sound in the year 2019 when the unﬁmded hablhty would be paid
within 28.1 years.

2. Forthe employees, the 1% addmona.l conmbuuon is projected to be eliminated in the year 2033,

3. For the employers, the 1% additional conmbu’ﬂon and the 0.27% contribution i is pro;ected to be eliminated.
inthe year 2033,

4. The state is projected to experience a savings begmmng in 2033 for the 0 27% that is pald on behalf of the
schoecl dlstncts

e

Sponsor’s Initials

HB0(454.01.docx
271912013

Date

Budget Director’s Initials.

% g
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SENATE FINANCE & CLAIMS

Exhibt No___ &

’ - - o l}
Amendmanta to Heousze Bill Mo, 454 Date, A‘/ lo-Z

3rd Reading Copy Rl No.____ ¢ 45T

Jenator Jon Sessa
For Senate Finance and Claima

Prepared by Sheri Scurr
April 16, 2013 (9:23%am)

1. Title, page L, line 13.

Following: "FHEp~"

Ingeaxt: "PROVIDING THAT THE OUNALLOCATED PORTION OF CCAL SEVERANCE
TAX COLLECTICNS IS ATATUTORILY APPROPRIATED TO THE PUBLIC
EMPLOYEES' DEFINED BENEFIT RETIREMENT PLAN; REVISING THE
ALLOCATION OF THTEREST INCCME FROM THE COAL TAX PERMANENT
FUND AND PROVIDING & STATUTCRY APPROPRIATICON OF A PORTION OF
THE INTEREST INCOME TO THE PUBLIC FMPLOYRES' DEFINED BENEFIT
RETIREMENT PLAN; BMENDING THE TSEMINATION DATE FOR THE '
TRANSFER OF CERTAIN MONEY FROM THE COAL SEVERANCE TAX BOND
FUND TO THE TREASURE STATE ENDCOWMENT FUND AND THE TREASURE
STATE ENDCWMENT REGICNAL WATER SYSTEM FUND;"

2, Title, page 1, lina 14,

Following: " RIEMN4EHM"
Insert: "PROVIDING AN APPROPRIATION;"

3. Title, page 1, line 17.
Strike: "17-7-53G2."
Insert: "15-353-108, 17-5-703,"

4. Title, page 1, line 19.

Strike: "REPEALING" through "MCA;"

Insert: "AMENDING SECTION 6, CHAPTER 49%%, LAWS CGF 1999, AND
SECTIONS 13 AND 16, CHAPTER 380, LAWS OF 2411;"

8. Page 9, line 22 through page 10, Lin= 30.
Strikae: section 1 in its entirety
Insert: "Section 1. 3Section 15-35-107, MCA, is amended to read:
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15-35-108. (BEffective—JFuly—17—20%3 Temporary) Disposal of

Javerance taxes. 3sverance taxes collacted under this chapter
must, in accordance with the provisions of 17-2-124, be allocated
a3 follows:

{1) Fifty percent of total coal severance tax collections
i allacated to the trust fund created by Article IX, section 5,
of the Montana constitution., The rrust fund money must be
deposited in the fund established under 17-6-203{6}) and inveasted
oy the beoard of investments as vrovided by law,

{2} The amount of 12% of coal geverance tax collections is
allocated to the leng-range butlding program account establizhed
in 17-7-205.

{3}  The amount of 5,45% must be credited to an account in
the state special revenue fund o be allocated by the legislatura
for provision of kasic library ssrvices for the residents of all
countlies through library faderations and for payment of the costs
of participating in regional and national networking,
conservation districts, and the Meatana Growth Thraough
Agriculture Act. Expenditures of the allocation may be made cnly
from this account. Monay may not he transferred frem this account
Lo another account other than the general fund. PegirmrireTduby—
2Py Any unressrved fund balance at the end c¢f each fiacal
Ye4r must be desposited in the general fund.

(4)  The amount of 1.27% must be allecated to a permanant
fund account for tha purposs of parks acquisition or managemen:,
'ncome from this permanent fund account, excluding unrsalized
gains and losszes, must ke apprepriated for the asquisition,
development, ¢peraticn, and maintenance of any sites and arweas
described in 23-1-102,

i%)  The amount o

£ 3.9%% must te allocated to rhe debr
he credit of the renewable rescurce loan

servica fund type to
Jdebt service Ffund.
{6)  The amount of 2.631% must be alleocated to a trust fund
for the purpose of protection of works of art in the capiteol and
for other cultural and aesthetis projects. Income from this crpst
fund account, axs 2ding unvealized gains and 1osses, must ba
apprepriated for protectisn of works of art in the state capirol

3 HEQ1E420, asc




and for cther cultural and aesthetic projects.

(7)  The amount of 5.8% through September 30, 2013, and
beginning Octobsr 1, 2013, the amount of 2.9%% must be credited to
the coal natural resource account established in 90-5-1001(2),

{4y After the allocations are made under subsections (2)
through (7}, %25Q,000 for the fiscal year must be cradited to the
¢eal and uraniuom mine permitting and reclamation program a<count
astablished in 32-4-244.

(9}  {a) Subject to subsection {3} (b}, all other revenue
from severance taxes collected under the provisions of this
chapter must be credited to the general fund of the state and is
statuterily appropriated, as provided in 17-7-5%502, on July 1 each
vear to the trust fund for the public emplovees' retirement
system defined perefit plan estaplished pursuang to 12-3-103.

(b} The interest income from 5140 million of the cecal
sevarance tax permanent fund that is deposited in the general
fund is statutorily appropriated, as provided in 17-7-302, on =mm
armroattastes July 1 sach year as follows:

(L) §65,000 td the cooperative devalopment center;

{11} §t25miiiton $625,00Q for the growth through
agriculiure program provided for in Title 90, chaptexr 9;

(1ii) $3+6% $1.275 million to the research and
commercialization stbate special revenue account created in
20-3-1092;

(iv}) to the department of commerce:

(AYy $125,900 for a small business development center;

(BY 350,000 for a small business innovative research

prodgram;
(C)  $425,000 for certified regional develocpment
corporaticons;

(D} $200,009 for the Mentana manufackturing extension center
at Montina shtarte university-Bozeman; and

(B} $300,000 for export trade enhancement; and

(v} except as provided in subgection ({3) Ll; up to 321
mitlion Lo the publiic employees' retirement system defined
benefit plan trust fund.

() Tf the legislartive finance commivtee determines that
tha public smployees’ retirement beard has fatled Lo provide a
sufficient reporkt pursuant to [section 71, 55 million must he
subtracted frem the amount allocated in subseckion (9)ib) (wh.
{Terminates Jun=a 30, 2019--secs. 2, 3, Ch, 459, L, 2009.)

15-35-108. (Effective July 1, 2019) Disposal of severance
taxes. Severance taxes collacted urder this chapter must, in
accordancae with the provisions of 17-2-124, be allocated as
Fallows:

(1) Tifty percent of total coal severance tax collections
allscated to the trust fund created by Article IX, sectien 5,
the Monfana constitution, The trust fund money must be
o]

sited in the fund sstablished under 17-6-203{6} and invested
the board of investiments as provided by law.
(2] Tre anount of lZ% of ccoal severance tax <ollections is

4 HBO45420 . asc




allocated to the long-range building program account established
in 17-7-205,

{3) The amount of 5.46% must be credited to an account in
the state special revenue fund to be allocated by the legislature
for provision of basic library services for the rasidents of all
counties through library federations and for payment ©of the costa
of participating in regional and national networking,
conservation «districts, and the Montana Growth Through
Agriculture Act. Expendituras of the allocation may be made only
from this account. Money may not be transferred from this account

Lo another account other than the general fund. Bestwrrd - 1
29H27—=my Any unreserved fund halance at the end of each fiscal

year must be deposited in the general fund. .

{4} The amount of 1.27% must ke allocated to a permanent
fund account for the purpose of parks acquisition or management,
Incoma from this permanent fund account, excluding uvnrealized
gains and losses, must be appropriated for the acquisition,
development, operation, and maintenance of any sites and areas
described in 23-1-102.

(5} The anount of 0.93% must be allocated to the debt
service fund type to the credit of the renewable resource loan
debt service fund. :

{5} The amcunt of 0.63% must be allocated to a trust fund
for the purpose of protection of works of art in the capitol and
for other cultural and aesthetic projects. Income from this trust
fund account, excluding unrealized gains and losses, must be
appropriated for protection of works of art in the state capital
and for other cultural and aesthetic proiects.

(7) The amount of 2.9% must be credited to the coal natural
rascurce account established in 30-6-1001(2).

(8) After the allccations are made under subkbsectiang (32}
through (7}, $250,000 for the fiscal year must be credited to the
c0al and uranium mine permitting and reclamation program account
2stablished in 82-4-244. )

{9)  Lal &It Subioct fo subsection (9} (bY, all other ravenue
from severance taxes colleated under the provisions of this
chapter must ke creditaed to the general fund of the state ard ig
statutorily appropriated, as provided in 17-7-502., on July 1 esach
Yeay to the rrust fund for the public emploveas' ratirement
gystem defined beneflilt vlan pursuant Eo 19-3-1073,

() . Except as provided in subsecticn (%) (c). up tg 324
million of the interesr incoms from the coal severance tax
cgrmanent fupd that is deposited in the genaral fund is
statutorily aporopriated, as provided in 17-7-302, on Juiy 1 each
vear to the public emplovess’ retiroment system defined hanafic
olan trust fund.

fel, If the leqjslarive finance committaee detarmines that
Che public smplovees' retirement noard has failed to provide ga
sutficisnt report pursuyant to [ssctien 71, 85 million must be
syubtracted from tha amount allacatad i subsecticen (2} (b1."
{Interral Refersnazes o 15-15.108;
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2-17-505 17-7-235 177502 17-7-502
22-2-301 22-2-304 72-2-321 23-1-108
7E+15-530 22-4-244 2¢-5-1001 211 oksdab} ™

Insart: "Section 2. Sacrion 17-5-703, MCA, is amended toc read:

n17-5-703. (Tamperary} Coal saverance tax trust funds. (1)
The trust established under Article IX, section 5, of the Montana
constitution is composed of the following funds:

{a) a coal severance tax pond fund inte which the
constitutionally dedicated receipts from the coal severanca tax
must pe deposited;

(b)) a treasure sftate sndowment fund;

N

(¢} a treasure starte andowment regional water system fund;
td) a ¢oal severance tax permanent fund:

(e} a ccal sevarance tax ipcome fund; and

(f) a big sky economic devalopment fund.

. {2} (a) The state treasurer shall dztermine, on July 1 of
each year, the amount necsssary fo meet all principal and
interest payments on bonds payable from the ccal severance tax
bond fund during the next 12 months and retain that amount in the
zcal severance tax bond fund.

{b) The amount in the coal severance tax bond fund in
excess of tha amount required in subsectien (2){a) must be
cransferred from that fund as provided in subsections (3) and
(4).

t3} fal Until June 30, #6%% 2016, the state treasurer shall
quarterly transfer to the treasure state endowment fund 50% of
Lhe amount in the coal severance tax bond fund in excess of the
amount that is specified irn subsection (2) to be retained in the
fund.

fh)  Until June 30, 2826 2016, the state treasurer shall
gquarterly transfer to the treasure state endowment regional water
system fund 25% of the amount in the ccal severancs tax bond fund
in excess of the amount that is specified in subsection (2} to be
ratained in the fund.

{¢} The state treasurer shall monthly transfer from the
- treasure state endowment fund to the treasure state endowment
special revenus account the amount of earnings, excluding
unrealized gains and losses, required to meet the obligations of
the state that are payable from the account in accordance with
30-6-710. Earnings not transferrved to tha treasurs state '
andcwment special revenue account must be retained in the
treasure state endowment fund.

(4} The state treasurer shall monthly transfer from the
treasure state endowment ragional water system fund to the
rreasure state endowment regicnal water aystem spectal revenue
account the amount of sarnings, excluding unrealized gains and
lasses, required to meet the obligations of the state that are
payable from the account for regional water systems authorized
ander 50-6-71%. Earnings not transferred to tha treasure stiate
2ndowment regional water system zpacial revenue account must bhe
ratained in the treasure state =ndowment ragional water system

HBG4542G, asc
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fund.
(4} {a} From July 1, 2095, through June 130, 2025, the state

.treasurer shall quarterly transfer te the big sky economic

development fund 25% of the amcount in the coal severance tax bond

fund in excess of fhe amount that is specified in subsection (2)

to be retained in the fund. ‘
(b) The stats treasurer shall monthly transfer from the big

sky economic develcpment fund to the economic development special

ravanue account, provided for in 30-1-205%, the amount of _
2arnings, excluding unrealized gains and losses, rsagquired ta meet
the obligations of the state that are payable Erom the account in
accordance with 99-1-204. EBarnings nob transferred to the
aconemic development special revenue account must be retained in
the big sky economic davelopment fund.

{3)  Any amount in the coal saverance tax bond fund in
excess of the amount that is speciftied in subsection (2)(a) to be
retained in the fund and that is not otherwise allocated under
this section must be deposited in the coal severance tax
permanent fund. {Terminates June 30, 2628 2016--secs. 13, 16, Ch.
389; L. 2011.) _

17-5-703. {(Bffective July 1, 2626 2016) Coal saverance tax
trust funds. {1} The trust establishad under Article IX, section
5, of the Mcntana constitution is composaed ¢f the following
funds:

{a} a coal severance tax bond fund into which the
¢onatitutionally dedicated receipts from the coal severance tax
rmust be deposited;

{b) a treasure state a2ndowment fund:

{c} a coal severance tax permanent fund;

{d) a coal severance tax income fund; and

{e} a big sky aconomic development fund.

{2) {a} The state treasurer shall determine, on July 1 of
each year, the amount necessary to meet all principal and
interest payments on bonds payable from ths coal severance tax
bond fund during the next 12 months and retain that amount in the
ueal severance tax bond fuand. _

(b)  The amount in the coal severance tax bond fund in

excess of the amount required in subseaction {2)(a} must bhe
tr

ansferred from that fund as providad in subsections {3} and
)

o

4 .

{3} (a}) Until June 30, 2#20 2014, the state treasurér shall
quarterly transfer to the treasure state endowment fund 50% of
The amount in the coal sevarance tax bond fund in excess of the
amount that i3 specified in subsectiosn (2) to he retained in tha
Zund,

iby  Tha state treasurer shall monthly transfer from tha

treasur2 state endowment fund to the treasure state endowmant
special revenue account the amount of =2arnings, excluding
unrealized galns and losses, reguired to mest the cbligations of
the state that are payable from the account in accordance with
90-6-710. Barnings nort transferred to the treasure state
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endowment spacial revenue account nmust be retained in the
tLreasure statsd endowment fund.

(4} ta} From July 1, 280%, through Juna 30, 2023, the state
freasurer shall quarterly transfer to the big sky economic
development fund 25% of the amount in the coal severance tax bond
fund in excess of ths amount that is specified in subsection (2)
to be retained in the fund, .

_ {b} The state treasurer shall monthly transfer from the big
. Sky eccrnomic daevelopment fund to the economic development special
cevenua account, provided for in 90-1-205, the amount of
earnings, excluding unrealized gains and losses, reguired ta meet
the obligations of the state that are payable from the account in
accordance with 20-1-204. Farnings not transferred to the
economic davelopment special revenue account must be retained in
the big sky economic development fund,

{3} Any amount in the ¢oal severance tax bond fund in
axcess of the amount that 1is specified in subsection {2) (a) to bs
retained in the fund and that is not otherwise allocated under
this section must be degposited in the ceal severance tax
" permanent fund.”

{Internal References Lo 17-5-703:

7305 90-1-201 30-1-205 90-~5-78
AW-6-701 F0-g-714 all ok/ddb}™

Renumber: subsequent sections

. Page 12, line 3 through page 14, line 18,
Strike: secticn 3 in its entirety _ _
Insert: "Section 4. Secrion 19-3-316, MCA, is amended to read:

"19-3-316. Employer contribution rates. (1) Each employer
shall contribute to the system. Except as provided in subsection
(2), the employer shall pay as employer contributions 6.%3% of the
compansation paid to all of the employer's employees plus any
additional contribution under subsection (3}, except for those
employees properly excluded from membarship. Of emplover
contributions made under this subsection for both defined benefit
plan and defined contribution plan members, a portion must be
allocated for educational programs as provided in 19-3-112.
Employer contributions for members under the defined contribution
plan must be allocatad as provided in 19-3-2117.

(2} Local goverrment and school district emplover
contributions must be the total employar contribution rate
provided in subsection {1} minus the state contribution rates
under 19-3-3119.

131 {a} 3ubject to subsection (4), each asmployer shall
contribute to the system an additicnal emplover contributicon
zqual ro #729% the percentage specified in subsection {3} k) of
the compensation paid to all of the empleyer's emplavees, axcept
for those employees properly excluded frem membership.

ib) The percentage of ccompensarion ko be santribnted unde s
subgection (3V7a) is 1.273% for fiscal year 2014 and incraases by
9.1% each Ffiscal vear through fiscal yaar 2924. For fiscal wears
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beginping afrex Jupe 33, 2074, the percentage of compesnsation bn
he contributad under subssction {(31ia) is 2.27%.

(4}  {a) The koard shall perrockbeatiy anpually review the
additional employar contribution provided for under subsection
3} and recommend adjustments to the legislature as needed to
maintain the amortizacion zchedule set by the board for payment
of the system's unfunded liabilitias. :

(b) The employer contribution required under subsection {3}
terminates on Fuiy—+ January 1 fellowing the board's recelipt of
the system's actuarial valuation if—

———tFr the actuarial valuation determines that the-period
Tt et e e st e ferreterd ot 3 e ey 2 .Lll\..}.udi.rg
Td'?'tr!tmrrbs-m frore Ty frewprmf i AT e e S LRy i LCJJ- fr
tegtstat o re—atesr—tire TrTat o —r—tese—han—s5 P, —arnt
—t+ir terminating the additional amployer contribution
BUrsuant to this gubsection (4} (b) and reducing rhe emplcves
coptribution pursyant to 19-3-313(2) would not cause the
amoertization pericd arrrf—rire—imee revenrt o ey r e tretton to
exceed 25 yeara.," :

{Internal Rerarences to 1#-3-3(d:

13-3-1048 13-3-112 I13-3-3:% [2-3-511
19-3-2117% i9-3-21iT 1d-21-214 13-21-214
SP-3-501 all oksadp)™

Renumber: subsequent sections

7. Page 13, line 5.
Strike: "(5)"
Insart: "(4) (b

2. Page 15, line 22 through page 16, line 12,
Stxike: "{4i" on page 15, lins 22 through "increased.” on page

16, Line 12
Insext: "(4) {(a} Subject -

percentage rate is 1,5}

43suming office;

{1} before July 1, 2097:

{11} on or after July 1, 2007, and prior to [the effective
date of this act] if the benefit recipient is an exXisting membar
of a benefit plan for which the applizable percentage before [the
rffective date of this act] was either 3% or 1.5%; or

{1il) on or after [the effective date of this act].

(bl The applicabnle parcentage rate for a contingent
annuitant described in subsection {2)¢e) is the same as the
applicable percentage rate applicable to the original payse under
subsection (4} fa).

{5} fal  Except as provided in subsection (3) (b}, Lf the
WSt recent actuarial valuation of rhe retirement system shows
that retirement system liabilitiss are less than 90% funded, the
agplicable rercentage rate in subsection {(4) must be reduced by
.1% for sach 2% below that 0% funding level,

(o) If che amortization period 1s 40 ysars or grearar, the

o}

subsacticn (95}, the applicable
for henefic recipients hired or

=]

BE

i~

g
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applicaple psrcentage rate is 0% and the retirement allowance may
net pe increased.”

3. Fage 18, line 13 through page 17, line 10.
Strike: section 5 in its entirety
Renumbar: subsequent szections

13, Page 18, line 11 thraough lire 13,
Strike: saction 6 in its entirety
Insert: "Saetion 6. 3Section 19-3-2117, MCA, 13 amended to read:

"19-3-2117. Allocation of contributions and forfeitures,

{1) The member contributions made under 19-3-313 and additional
contributions paid by the member for the purchase of service must
pe aliocated to tha plan member's retirement account,

{2} Subject to subsection (3) and adjustrent by the board
as provided in 19-3-2121, of the employer contributions under
19~3-318 received:

{a} an amount equal to:

i} 4.19% of compensation must be allorated te the member 3
ratirement account;

(ii) 2.37% of compensation must be allocated to the defined
hanefit plan as the plan choice rate;

{iii) 0.C4% of compensation must ba allocated to the
aducation fund as previded in 19-3-112{1){b}: and

{iv) 0.3% of compensation must be allccated to the long-—term
disability plan trust fund established pursuant to 1%-3-2141; arrd

(b} on July 1, 2009, continuing until the additional
amployer contributions terminate pursuant to 53316 19-3-
316¢4) (b}, 6-2%% the percentage specified in subsection {31 of
compensation must be allocated in the following order:

(i} to the defined benefit plan to eliminate the plan
choica rate unfunded actuarial liability; and

(11} to tha long-term disability oplan trust fund to provide
disability benefits to eligible mempers; _and

(Y on July 1, 2013, centinuing until the additional
amployer contributions tarminate oursuant to 19-3-316(4¥ (b, 1%
of compensation must ba allacated to the defin=d benefit plan
mnfanded liabilities,

{3) The percentage of compensation to be contpibuted under
subsecticn () iy is 0,27% for fiscal ye4p 2014 and ipgr=ases by
D.1% each Fiscal vear through fiscal year 2024, For fiscal years
peginning after June 30, 2024, the percentage of compensatiop to
be contributed under subsection (2} (bt i3 1.Z27%

Fr{d) Forfeltures of employer contributions and investment
income on the amployar contributicns may not be used to increase
1 member's retirement account. The board shall allccate the
torfertures under 19-3-2116 to meet the plan's administrative
axpenses, including startup expenses.”
iInrarpal Pefersnces to [9-3-2117:

13-2-302 13-2-405 1E-2-715
HERERE I 19-3-3114 RS
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13-3-2115 IA-3-2127 Ia~3-2121 13-3-2502

19-3-2121 19-9-21321 13-3-212] 13-3-0121

1-3-2101 19-3-2121 13-3-2121 19~3-3121

i9-2-5178 19-3-2124 all okidab)®

Ingsert: "MEW SECTION. Section 7. Board report raquired. As

S0on as possible after the completion of each annual agtuarial
valuation for the public employees' retirement system, the board
shall have its actuary present a detailed actuarial report to the
legislative finance committee, provided for in 3-12-201, and the
state administration ang vaterans' affairs interim committee,
provided for in 5-35-228, The actuarial report must provide a
trand analysis of the system's pragress toward 100% funding. "
Insect: "Section 8. Section 8, Chapter 495, Laws of 1599, g
amended to road:

"Section 6. Termination. {This act] terminates Juns 30, 2415
201"'"" .
Inaaert: "Saction 9, Zection i3, Chapter 389, Laws of 2011, is
arended to read:

"Seection 15. Section 6, Chapter 495, Laws of 1999, is
amended to read:

"Section 4. Termination. [This act] terminates June 3ia,
26T 26249 2018,
Insert: "Section 10. Secticn 16, Chapter 389, Laws of 2011, is
amended to read:

"Section 16. Section I, Chapter 70, Laws of 2001, is amended
ta read:

"Section 1, Section 6, Chapter 495, Laws of 1999, is amended
to read:

"Section 6. Termination. tPrts—rctt [Thig act] termire
terminates June 39, 2613 2916 2699 2018, " '
Inaert: "MEW SECTION, Saection 11. Appropriations. (1) For the
fiscal year beginning July 1, 2013, there is appropriated for the
purpose of making the additional employer contributions in 19-3-
316;

{a)  to rhe office of budget and program planning, tha
following amounts from the indicated fund: '

(L) $1,3879,019 from the general fund;

tii) §1,688,905 from the starte special revenue fund;

(141} 31,149,658 from the Ffedaral speclal revenue fund; and

{iv) 669,331 from other funds;

(b} to the HMontana university system from the general fund,
3549, 527; and

(¢} Lo the office of public instruction for school BASE
atd, $377,500 Zrom the Jeneral fund.

(2} For the fiscal y®ar reginning July 1, 2014, there is
Appropriated for the PUrpose of making the addizional emplover
contributions in 19-3-316:

{2} t2 the office of budgyet and program planning, the
fellowing amounts from the indicated find:

(1) 52,057,021 from the general (und;

H
i

i) 51,857,736 From che 3tate special revenue fund:
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(iii) $1,264,624 from the federal special revenue fundz and

(iv} 5736,814 from other funds;

(p) tn the Montana university system from the general fund,
5603,280; and

(¢} to the office of public instruction for school BASE aid,
3431,750 from the gensral fund.”
Insext: "HEW _SECTICOM. Saction 12. (standard} Codification
instruction. [(Section 7} is intended to ke codified as an
integral part of Title 13, chapter 3, part 1, and the provisions
of Title 19, chapter 3, part 1, apply to [section 71."
Renumber: subseguent sections

- END -
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least they contained a trigger that allowed the GABA to be returned to 3% when
certain actuarial factors came to be. o

The Association did not actively lobby against House Bill 454 as it came out of S

the Select Committee, but we did inform legistators that the bill, as then constituted,
violated the contract rights of employees and the constitutional protections provided
them. As you know, the bill passed the House of Representatives and was sent to the
Senate, whereupon it was placed in the Finance and Claims Committee. House Bill..
454 was then further amended by Senator Jon Sesso, which made a bad bill worse. 1t
is our understanding that your office was actively involved in those amendments that
further trampled on the rights of retirees. '

While we knew we were not supportive of the amendments sponsored by
Senator Sesso, we were initially not fully aware of their impact. It wasn’t until the bil}
passed the Senate and was placed on Second Reading in the House that a fiscal hote
was prepared that fully explained the true impact of House Bill 454. House Bill 454,
as voted on by the House, permanently reduced the GABA to 1.5%, but contains a
provision that further reduces the GABA to 0.9% in 2014, Even worse, it contains no
trigger for the GABA to be increased back to the 1.5% or to 3%. While the Bill
impliedly provides that the GABA can return to 1.5%, there is no specific mechanism
that provides for such increase. As a result, it well could be that the GABA is'
permanently fixed at 0.9%. Moreover, we were shocked to find out that the 1%
contribution by the employees and the employers would only last 6 months, and
would be eliminated January 1, 2014. House Bill 454 is a breach of the retirees’
contracts and is an insult to all former and existing public employees.

The Association feels betrayed by your office and is adamantly opposed to
House Bill 454 at this time. House Bill 454 could have been modified in a way that
would be much more palatable to the Association and its members, and all retirees,
without inflicting the harm that it has. Again, the Association was not consulted on
any of the amendments that Senator Sesso placed on the bill, and which you
supported. The end result is that the employees and employers pay virtually nothing
to solve the problem and the retirees bear almost the entire burden, That is not fair,
rational or legal.

~ We understand that the bill is your bill, and that it would be highly unusual for
you to veto it at this point, but that is what we're asking, House Bill 454 tramples on
the statutory and constitutional rights of retirees and has the potential to inflict
severe harm to current and future retirees. -

Sincerely,

st

Russell E. Wrigg, Presiden
Association of Montana Retired Public Employees




OrrICcE OF THE GOVERNOR
Srare oF MoNTanas

Joran Warss
L1. GOVERNOR

Sreve BuiLock ’ ‘
CHOVERNOR

May 14, 2013

Russell E, Wrigg

Association of Montana Retired Public Employees
PQ Box 4721

Helena, MT 59604

Dear Mr. Wrigg:

Thanks for writing to me to share your thoughts on FHB 454, which provides funding for the Public
Employge Retirement System (PERS).

As you know, one of my first acts as Governor was to propose legislation to fix our public pensian
fanding shortfatls without increasing taxes or shortchanging retirees, The Legistature amended the
version of the bill | submitted to include adjustments to the Guaranieed Annual Benefit Adjustment, or
GABA. Topposed the amendment that seeks 10 adjust the GABA. | understand that both current

- employees and retirees are considering legal challenges to address the amendments, and [ fully support
that action. You can be certain that I remain committed to supporting Montana’s public employees, and
committed to supporting this challenge. '

1t’s important to keep in mind that this likely unconstitutional amendment doesn’t change one important
fact: by implementing the remainder of my pension fix plan, Montana is the first state in the nation to fix
our pension system without raising axes. Failure to act now would pose an even greater risk to current
and future retirees.

Thanks again for reaching out to my office, And thank you for your service to our state. It is essential for
me to hear from you as | work hard on behalf of all Montanans, Please don’t hesitate to contact me again
with further guestions or concerns,

Keep in touch,

Sincerely,

——

STEVE BULLOCK
Covernor

Hearm Caprrol, » PO, Box 200801 » Huiesa, Montasa S8620-0801
Trrepnone: 406-444-3111 » Pan 406-444.5529 « WERSITE: www. Moy
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AFFIDAVIT OF
TERRY W. JOHNSON

STATE OF MONTANA )
: SS.
County of Lewis & Clark )

The undersigned, under oath, does hereby swear or affirm:

1. My name is Terry W. Johnson. I reside in Helena, Montana..

2. I currently work as a consultant to a number of entities for varying projects.

3. Earlier in my career, | was employed with the State of Montana. [ worked for the
State for over 39 years in several positions. I worked in the Governor’s Budget Office from
1976 to 1990. At the time I retired from the State in November, 2012 I was working as a
principal fiscal analyst and had held that position for 22 years.

4. My duties as a principal fiscal analyst included tracking and projecting State
revenues and expenditures, general ledger accounts such as cash balances, fund balances,
reserves, numerous assets aﬁd liabilities, and available surpluses. These duties were applicable -
to numerous state funds including state, federal, proprietary, and trust accounts. |

5. As a principal fiscal analyst my duties required me to have an intimate knowledge
and understanding of the State’s accounting system, the Statewide Accounting, Budgeting, &
Human Resource System (SABHRS). This system is the state’s accounting software that records
and maintains all financial transactions for state government entities.

6. I prepared the attached Exhibit A entitled General Fund Balance by Fiscal Year
and Exhibit B entitled State Trust Fund Balances for Fiscal 2012 & 2013 from analyzing raw
data from SABRHRS. This data is true and correct to the best of my knowledge.

7. Exhibit A shows the fiscal year General Fund Balance for 2013 as of June 30,
2013,

8. The Ending General Fund Balance is a number arrived at when all of the State

liabilities have been subtracted from all the State assets. The State is statutorily required to

EXHIBIT

s




retain at least 1% of all general fund appropriations for the biennium as an ending fund balance.
State statute requires the chief budget officer (Governor) to propose spending reductions in the
event the balance is projected to fall below this amount.

9. If you subtract the percentage required to be retained in an ending fund balance,
for fiscal year 2013 (approximately $38.0 million), from the general fund balance of $542.6

million, the State has a surplus of about $504 million,

Further Affiant Sayeth Not.

4 o
DATED this 30 day of October, 2013.

By %,,A_.J w{»lﬂ.._._,._,

Terry W. Johfison -

On this @i}:lay of October 2013, before me, the undersigned, a Notary Public in and
for the State of Montana, personally appeared Terry W. Johnson known to me to be the person
whose né_ihe is subscribed to the foregoing instrument and acknowledged to me that she
executgd:{the same,

' In witness whereof, I have hereunto set my hand and affixed my notarial seal on the day

A H (s

and year first above written.

NOTARY PUBLIC FOR THE STATE-©F MONTANA
(Notarial Seal) . Printed Name:
e Resdog:
, N0 o o Honna My prlres
i Residing at Helona, Montana
§ by Commission Explres

August 26, 2018

1168877/183.019
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State Trust Fund Balances for Fiscal 2012 & 2013
Order Based on Fiscal 2013 Balance

Fund Balance Fund Balance

Trust Account FY 2012 FY 2013

05020 Common School Permanent Trust 524,149,579.8% 543,048,582.20
09001 Coal Severance Tax Perm, Fund 527,903,651.92 327,903,650.92
09040 Treasure State Endowment 210,093,880.77 224,939.648.39
09048 Montana Tobacco Settiemnent 147,225 228,79 159,955,522.21
(09003 Resowce Indemnity Tax Trust 100,023,108.68 100,023,108.68
(9046 TSE - Regional Water System 64,214,692 44 71,637,576.25
(3051 Big Sky Economic Dev. Fund 60,422,774.43 67,845,658.24
09041 Coal Severance Tax Income Fnd 37,278,638.65 27,492,668.89
05044 TSEF Income Fund : 32,468,704.90 26,766,706.81
09004 Coal Tax-FWP Trust 23,701,591.54 23,869,061.57
09037 Cultural Trust 12,383,984.83 12,943,490.68
09045 Z/L Long Term H20 Trust Fund 11,667,815.43 12,847,282.85
09006 Real Property Trust-Wild. Hab. 10,944,902.39 11,047,201.36
09009 MSU Permanent Trust 9,850,942.82 10,886,528.39
(9052 Big Sky Economic Dev. Inc.Fund 10,926,040,17 10,683,339.09
(09043 RITT Income Fund 12,645,598.11 10,042,904.00
09034 Noxious Weed Mgmt Trust Fund 10,294.940.79 10,000,000.00
(09042 Coal Severance Tax Bond Fund 8,886,800.19 7,763,378.09
09049 Tobacco Settlement Interest 11,084,502.28 6,988 548.66
09013 WESTERN/EASTERN PERM TRUST 6,857,882.87 6,775,945.98
09047 TSEF Region Water Income Fund 10,447,959.51 6,618,179.92
(09002 Real Property Trust 6,198,340.41 6,458,216.74
09014 Montana Tech Permanent Trust 5,697,465.48 6,228,919.20
09011 Deaf & Blind Permanent Trust 4,594 206.24 4,968,927.53
09010 Morritl Permanent Trust 4,545.061.19 4,867,326.77
09312 Pine Hills School Perm Trust 4,151,431.81 4,166,698.54
09021 Public Land Trust-Navig Rivers 1,564,925.60 3,381208.13
09016 UNIVERSITY OF MT PERM TRUST 1,687,734.36 1,640,836.89
09120 Common School Trust - LB 2,144,299.28 1,476,653.22
(09045 Endowment For Chifdren Donatns 1,289,944.11 1,287,165.57
(09025 Older Montanans Trust Fund 1,011,263.02 1,029,018.79
(9053 Noxiows Weed Trust Income Fund 1,042,678.69 788,424,70
09107 Capitol Bldg Trust - LB 4890,000,78 675,375.77
09026 James H. Bradley Memonal Fund 484,956.99 483,430.05
09028 Thomas Teakle Trust Fund 445.433.80 419,644.91
09113 WESTERN/EASTERN TRUST-LB 264,000.99 299,358.24
09116 University of MT Trust -LB 489,010.72 371,212.18
09112 Pine Hills School Trust - LB 167,297.01 167,266.68
09017 Acquisitions Trust 117,498.64 115,167.68
19029 Merritt-Wheeler Memorial Fund 119,571.53 114,902.73
09008 Stewart Trust Fund 118,733.09 [13,480.04
09030 Schatka Memorial Trust 114,636.26 109,696.84
09109 MSU Trust- LB 300,500.00 82,389.82
09050 Sigerson Fellwshp/Exhibit Tour 75,886.57 76,078.53
09035 MHC PERSONAL PROPERTY TRUST 3169427 31,694.27
09110 Morrill Trust - LB 28,570.59 28,566.02
09114 Montana Tech Trust - LB 20,000.84 19,997.21
0915 Veterans Home Permanent Trust 18,919.25 18,366.05
09031 LANDS ACQ-PUB SCH PERMANENT 1,073.86 10,357.80
Total of All Trusis $1,881,186,857.28 $1,919,409,364,08

|5oumce. 5 ide A _:' Budgeti zﬂumaﬂ R Systam (SABHR.S)

10/28/2013:10:03 AM
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MONTANA FIRST JUDICIAL DISTRICT COURT

LEWIS AND CLARK COUNTY

JUDY BYRNE, JANET KRANSKY, yCAUSE ADV-2013-738
SUSAN NARDINGER, HAZEL )
JOHNSON, LORI BREMER, MEA-MFT,)
Plaintiffs, )
V. )
STATE OF MONTAi\TA, TEACHERS' }
RETIREMENT SYSTEM OF THE )
STATE OF MONTANA, TEACHERS )
BOARD, )

Defendants. )

DEPOSITION OF DAN VILLA

BE IT REMEMBERED, that the deposition upon
oral examination of DAN VILLA, appearing at the
instance of Plaintiffsg, was heard at the Law
Qffice of Hunt & McDonald, Helena, Montana, on
the 8th day of July, 2014, beginning at the hour
of 1:30 p.m., before Laurie Crutcher, Registered

Professional Reporter, Notary Public.

* ok kK ® Kk

LESOFSKI COURT REPORTING, INC,, 406-443-2010

EXHIBIT
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Judy Byrne, Janet Kransky et al, vs.

Pan Villa

State of Montana, Teachers' Retirement System et al, July 08, 2914
Paga 10 Page 12
i MR. BLACK: Let's call it Exhibit 25. 1 A. The certified ending fund balance,
2 (Whereupon, Deposition Exhibit No. 25 2 unandited General Fund balance at June 30, 2013
3 was marked for identification) 3 was $560,813,646.30.
4 Q. (BY MR, ENGLUND) 3o then Governor 4 MR. BLACK: Just so we have a complete
s Bullock comes into office, correct? 5 record, you're reading from a document. Why don't
6 A. Correct. 6 we mark that, identify that as an exhibit, unless
7 Q. And did he sign on to what was Govemor 7 there is an objection from Counsel.
8 Schweitzer's proposal? Is that the way to put it? a (Whereupon, Deposition Exhibit No. 27
s How do you put that? 9 was marked for identification)
10 A. Governor Bullock adopted Governor 10 Q. (BY MR.ENGLUND) The document you were
11 Schweiizer's proposed budget provision that then 11 looking at has been identified as Exhibit 27. Can
1z became House Bill 377. 12 you tell me what the document is?
13 Q. And House Bill 377 was introduced at the 13 A. The document is from the State
14 request of the Office of Budget and Planning? 14 Accountant Julie Feldman to myself, the Director
15 A. Yes, my office, the Office of Budget and 15 of the Department of Administration, the Assistant
16 Program Planning was the requesting agency. 16 Budget Director, the State Accounting Division
17 Q. House Bill 377 as introduced did not 17 Administrator, Legislative Fiscal Analyst and one
18 contain a change in the Guaranteed Annual Benefit 19 of her staff, which indicates the unaudited
19 Adjustment; is that correct? 19 General Fund balance, unaudited ending fund
20 A. Correct. 20 balance you could read ak the end of Fiscal Year
21 ). And is that for, from what you 21 2413,
22 understood, the same reason as Governor Schweitzer 22 Q. And is there any significance to the
23 did not include it in his proposal? 23 fact that it is unaudited?
24 A. Correct. 24 A. No, because the audif is what concurs
25 Q. Not necessary? 25 with the — or what reviews the balance itself.
Page 11 ) Page 13
1 A, Itwas not financially necessary. 1 TItis very rare that the audit would identify a
2 Q. A change in the Guaranteed Annual 2 change in the cash position.
3 Benefit Adjustment was added during the course of 3 Q. Canlseeit?
¢ the legislative action on House Bill 377, My 4 A. (Provides docament)
5 question on that is: Was that change made at the s . Just so we're clear, what's the initials
6 urging of the Governor's Office? & S-A-B-H-R-57
7 A. No. 7 A. SABHRS is the State Accounting Budgeting
g8 Q. Iwantto switch topics now to the 8 and Human Resource System, and that is the State's
9 financial condition of the State of Monfana. s accounting software.
10 A. Okay. 10 Q. In anocther case filed concerning the
11 Q. Andalotof my questions have 10 do 11 Legislature and the retirement system, the case
12 with something that's cailed the ending General 12 involving the PERS case -- which we're not
13 Fund balance. Would yon define that phrase for 13  involved with -- but there was an affidavit in
14 me? 14 that case filed by Terry Johnson that talks about
15 A. The ending fund balance of the General 15 the State being statutorily required to retain at
1s Fund is the unencumbered balance after fiscal year |16 least one percent of its General Fund
17 end of each state fiscal year. I think that would 17 appropriations for the biennium as an ending fund
1z be the easiest way to summarize it. 1a balance. Can you explain that to me, please?
13 Q. By unencumbered, what do you mean? 19 A. 17-7-140 MCA outlines the provisions hy
20 A. That the cash available and the 20 which an cading fund balance would be sufficiently
21 appropriations available have not in some other 21 low to require the Governor to — what we commenly
22 way been encumbered by a State agency, State 22 refer to as trigper, and that is to reduce Genersl
23 agency or the Legislature. 23 Fund expenditures as an administration in order to
24 Q. What was the ending General Fund balance 24 maintain and meet the constitutional reguirements
28 for Fiscal Year 2013, if you know? 25 of having a balanced budget.

LESOFSKI COURT REPORTING, INC., 406-443-2010
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AFFIDAVIT OF
CAROLE CAREY

STATE OF f7 %?mzf )
County of __{ 24 té Z /)

The undersigned, Carole Carey, under oath, does hereby swear or affirm:

58,

1. My name is Carole Carey, and I reside in Ekalaka, Montana.

2. I am currently a retired member of the Public Employee Retirement System
(PERS).

3 In May 1971 1 began work as the Carter County Deputy Clerk of District Court, a
position that I held for approximately 13.5 years. [ was then elected as the Clerk of District

Court, also in Carter County, and I retained that position for the next 23 years.

4, During my nearly 37 years of service with Carter County, I was a member of and
paid into PERS.
5. During the time I worked at the District Court, [ also served on the Public

Employee Retirement Board (PERB). [ was appointed to this position in 1992 and served on the

PERB until 2007. In my time serving on the PERB, I had the opportunity to learn a great deal

about the State’s public retirement systems.

6. I'was a PERB board member during the 1997 legislative session when HB 170
was passed enacting the Guaranteed Annual Benefit Adjustment (GABA), and was .involved in
the legislation. |

7. The reason for PERB requesting the drafting and introdu‘ction of HB 170 was due
in large part to those state and county employees who had retired in the eariy 1970s on a small
monthly retirement that were struggling to get by. These retirees were unable to keep their
homes, pay for their medica_tion and other necessities and some were even on public assistance
programs. In an effort to help these folks and help reduce the impact of inflation on the value of

their retirement benefits, the PERB and others crafted and passed the GABA legislation.

AFFIDAVIT OF CAROLE CAREY ) 1147373/183
_ Page 1 of 3 ] EXH
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8. It was clear to me as a PERB board member that the GABA was intended to
provide a post-retirement adjustment to retirement benefits similar to a cost of living adjustment
that other states had enacted. _

9.+ My husband suffered a very severe heart attack at age 50 and my job became the |
major source of our income from that point forward, Because we mainly relied on my income, I
spent a great deal of time deciding when to retire, and I worked with the PERS staffin
calculating if I could afford to retire. |

10. It was because of the 3% GABA that I finally calculated that I could retire with an
adequate retirement and so at age 65, I retired feeling that we would be able to make ends meet.
I'was always led to believe and believed that the GABA could not be taken away and [ was
guaranteed the GABA throughout my lifetime.

11. If it had not been for the GABA, I would not have retired in 2007 and probably
would still be ﬁorking today because of my experience and my fear of what inflation would do
to me as a retiree, similar to those public employees who had retired in the early 1970s. .

12, I am 70 years old now and Igoing back to work is not an opf:ion for me, Irely on
my PERS retirement benefits as my primary sourbe of income, and it combined with Social
Security is adequate to make ends meet. Without GABA, [ seriously doubt that my PERS

retirement benefit will be sufficient to live on in 10 years.

Further Affiant Sayeth Not.

DATED this /) *Gyof _ /Fr 7~ 2om.

Carole Carey

AFFIDAVIT OF CAROLE CAREY ) . 1147373/183.019
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b
On this /0™ day of Octobe- 2013, before me, the undersigned, a Notary

Public in and for the State of Montana, personally appeared Carole Carey known to me to be the

person whose name is subscribed to the foregoing instrument and acknowledged to me that she

executed the same,

In witness whereof, I have hereunto set my hand and affixed my notarial seal on the day

and year first above written.

%’-&;A GM«J

LISA JOURDAN NOTARY PUBAIC FOR THE STATE OF MONTANA
(I‘@ﬁgﬂﬁa‘;ummmﬁ the Printed Name: {Lrsa T ou. dan
- 2114 mana

? Rosidng i Ekalaka, Monang | Residing at: _ EX ol Ko . Man Fan e

My Commission Expires My Commission Expires _ Do cwen ber 15, RO/
December 16, 2013

AFFIDAVIT OF CAROLE CAREY 1147373/183.019
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TIMOTHY C. FOX

Montana Attorney General RECEE VE D
MICHAEL G. BLACK N3

J. STUART SEGREST JUN 6 201
Assistant Attorneys General BROWNING, KALEGFY
215 North Sanders BERRY & HOVEN, pg

P.0. Box 201401

Helena, MT 59620-1401

mblack2@mt.gov

ssegrest@mt.gov

Phone: (406) 444-2026, Fax: (406) 444-3549

COUNSEL FOR DEFENDANTS

MONTANA FIRST JUDICIAL DISTRICT COURT
LEWIS AND CLARK COUNTY

ASSOCIATION OF MONTANA RETIRED ) Cause No. CDDV-2013-788

PUBLIC EMPLOYEES, RUSSELL WRIGG, )

MARLYS HURLBERT, CAROLE CAREY, )} DEFENDANTS’ RESPONSE

I. EDWARD SONDENO, ) TO PLAINTIFFS’ FIRST SET
Plaintiffs, OF DISCOVERY REQUESTS

)
v- . |
STATE OF MONTANA, MONTANA PUBLIC )
EMPLOYEE RETIREMENT )
ADMINISTRATION, PUBLIC EMPLOYLE )
RETIREMENT BOARD, GOVERNOR )
STEVE BULLOCK, in his official capacity, )

)

Detfendants.

REOQUEST FOR ADMISSION NQ. 1: Please admit that HB 454 of the 2013

Legislative Session as originally introduced did not reduce the Guaranteed Annual
Benefit Adjustment (*GABA™).

RESPONSE: Admit.

DEFENDANTS' RESPONSE TO PLAINTIFFS' FIRST SET OF DISCOVE]




As to paragraph 7 of the Affidavit, the State admits that Ms. Hurlbert’s initial

benchit adjustment was approximately $60 a month. The State denies that State health

insurance premiums for retirees have increased by $50 to $60 per month. Instead the

increases for a retiree only on the Choice/Capitol Plan are as follows:

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

335
352
412
459
508
466
552
624
691
691
726
734

17
60
47
49
-42
86
72
67

5

oo W O

As to paragraphs 8, 9 and 10 of the Affidavit, the State has no information

regarding Ms. Hulbert’s current financial or medical issues and therefore denies the same.

INTERROGATORY NO 2: Is it your contention that any of the statements and

information in the Affidavit of Marlys Hurlbert, attached as Exhibit C, 1s not true,

accurate and correct? If so, please identify specifically each statement or item of

information that you contend is not true, accurate and correct and set forth all facts

supporting your contention that the statement or information is not true, correct and

accurate.

ANSWER: Sec response to Request for Admission No. 29.

REOUEST FOR ADMISSION NQ. 30: Please admit that the information in the

Affidavit of Carole Carey, attached as Exhibit D, is true, accurate, and correct.

DEFENDANTS' RESPONSE TO PLAINTEFFS' FIRST SET OF DISCOVERY REQUESTS

Page 11 of 29




RESPONSE: The State admits the facts set forth in paragraphs 1, 2, 4, 5, 6.

As to paragraph 3, the State admits Ms. Carey was a member of PERS for 36
years, but has insufficient information regarding her specific service for Carter County.

As to paragraph 7 of the Affidavit, the State objects to the request as calling for
speculation and a legal conclusion.

With respect to paragraphs 8 to 12 of the Affidavit, the State has no knowledge of
what was clear to Ms. Carey or the nature of her personal and financial status and
decisions and therefore denies the same.

INTERROGATORY NO 3: Is it your contention that any of the statements and

information in the Affidavit of Carole Carey, attached as Exhibit D, 1s not true, accurate

and correct? If so, please identify specifically each statement or item of information that

you contend is not true, accurate and correct and set forth all facts supporting your

contention that the statement or information is not true, correct and accurate.
ANSWER: Sce response to request for admission #30.

REQUEST FOR ADMISSION NO. 31: Please admit that the information in the

Affidavit of Michael O'Connor, attached as Exhibit E is true, accurate, and correct.
RESPONSE: The State admits the facts set forth in paragraphs 1, 2, 3 (per the
2013 CAFR) and 4 10 8.
As to paragraph 10 of the Affidavit, the State admits contribution rates were
increased by .2% and that previous ad hoc adjustments were terminated, but denies that
the 1.5% annual adjustment or the ad hoc adjustments are a “benefit.”

DEFENDANTS' RESPONSE TO PLAINTIFFS® FIRST SET OF DISCOVERY REQUESTS
Page i12 0f 29




AFFIDAVIT OF
MARLYS HURLBERT

STATE OF Montana
. 88,
County of Deer LOdQﬂz )

The undersigned, Marlys Hurlbert, under oath, does hereby swear or affirm:

l. My name is Marlys Hurlbert, and I reside at 417 Oak, Anaconda, Montana.

2. [ am currently a retired member of the Public Employee Retirement System
(PERS).

3. I began employment in 1972 as a Psych Aid, and at the time I retired, [ was a
Psychiatric Technician.

4, ['retired in 2005 after working 33 years at the Warms Springs State Hospital.

5. My initial retirement benefit was $2,010 per month, and this has been increased
annually by the 3% guaranteed annual benefit adjustment (“GABA™).

6. T opted to stay on the State health insurance plan after retirement at a cost of
approximately $463.80 per month, The cost of state health insurance is now approximately
$762.90 per month.

7. As applied to my retirement benefit, the 3% GABA is approximately $60 per
month which covers the increase in the State health insurance premiums which have also
increased at about $50-$60 per month cach vear.

8. Without the 3% GABA I have been receiving, I will be unable to maintain my
current standard of living while also paying the increases in the health insurance premiums.

9. Because of my medical issues, I need to keep my health insurance. Also due to
my medical issues, [ am unable to work full time. [ have started part time employment at a local
restaurant and casino to supplement my already low retirement benefit.

10.  Tam dependent on the benefit I received from PERS Defined Benefit Plan at this

point in time and rely on the 3% GABA to meet my daily living needs.

EXHIBIT




Further Affiant Sayeth Not.

DATED tlajsa’/"t day of Oc"!(ober‘ , 2013.
5y Nk, WodlesF

Marlys Hurlberts

On this ,&f day of Qc7/o ber 2013, before me, the undersigned, a Notary

Public in and for the State of Montana, perscnaily appeared Marlys Huribert known to me to be

the person whose name is subscribed to the foregoing instrument and acknowledged to me that

she executed the same.

In witness whereof, I have hereunto set my hand and affixed my notarial seal on the day

and year first above written,

\?MJL L Ptlure e

NOTARY PUBLIC FOE THE SYATE OF MONTANA
A -

(Notarial Seal) Printed Name: enger
Residing at: __ 4 naeconda. d
My Commission Expires M~ 1o =205

SANDRAL, WENGER
NOTARY PUBLIC for the
State of Montang
Residing at Anaconda, Montang
My Commission Expires
Movember 16, 2015

1147371/183.019




TIMOTHY C. FOX

Montana Attorney General R E@ E E ‘j E D
MICHAEL G. BLACK JEU’\I '

J. STUART SEGREST L6 20m
Assistant Attorneys General BROWNING, KALECZYC
215 North Sanders BERRY & HOVEN, pe

I'.0. Box 201401

Helena, MT 59620-1401

mblack2@mt.gov

ssegresti@mt.gov

Phone: (406) 444-2026, Fax: (406) 444-3549

COUNSEL FOR DEFENDANTS

MONTANA FIRST JUDICIAL DISTRICT COURT
LEWIS AND CLARK COUNTY

ASSOCIATION OF MONTANA RETIRED Cause No. CDV-2013-788
PUBLIC EMPLOYEELS, RUSSELL WRIGG,
MARLYS HURLBERT, CAROLE CAREY,

. EDWARD SONDENQ,
Plaintiffs,

DEFENDANTS’ RESPONSE
TO PLAINTIFFS’ FIRST SET
OF DISCOVERY REQUESTS

Y.

STATE OF MONTANA, MONTANA PUBLIC
EMPLOYEE RETIREMENT
ADMINISTRATION, PUBLIC EMPLOYEE
RETIREMENT BOARD, GOVERNOR
STEVE BULLOCK, in his official capacity,

Detendants,

)
)
)
)
)
)
)
)
)
)
)
)
)

REQUEST FOR ADMISSION NO. 1: Please admit that HB 454 of the 2013

Legislative Session as originally introduced did not reduce the Guaranieed Annual
Benefit Adjustment ("GABA™).

RESPONSE: Admit.

DEFENDANTS® RESPONSE TO PLAINTIFFS' FIRST SET OF DISCOVERY] EXHIBIT




As to paragraphs 8 and 9 of the Affidavit, the State has insufficient information as
to why Mr. Sondeno took the action he did or what his thoughts were regarding those
actions, and therefore denies the same,

INTERROGATORY NO. 1: Is it your contention that any of the statements and

information in the Affidavit of I. Edward Sondeno, attached as Exhibit B, is not true,
accurate and correct? If so, please identify specifically each statement or item of
information that you contend is not true, accurate and correct and set forth all facts
supporting your contention that the statement or information is not true, correct and
accurate.

ANSWER: Sce response to Request for Admission No. 28.

REQUEST FOR ADMISSION NO. 29: Please admit the information in the

Affidavit of Marlys Hurlbert, attached as Exhibit C, is true, accurate, and correct.

RESPONSE: The State admits the facts sct forth in in paragraphs 1 to 5 of the
Afltdavit.

As to paragraph 6 of the Affidavit, the State admits Ms. Hurlbert stayed on the
State health insurance plan after retirement. The State does not know the initial cost of
that insurance and therefore denies same. The State denies that the cost of state health
insurance to Ms. Hurlbert is now $762.90 a month. That was the amount deducted for
Ms. Hurlbert’s insurance premaium for November 2013, However, etfective December
2013, Central Payroll notified MPERA that at Ms, Hurlbert’s direction, insurance
premiums should are no longer deducted from Ms. Hurlbert’s retirement benefit.

DEFENDANTS' RESPONSE TO PLAINTIFFS® FIRST SET OF DISCOVERY REQUESTS
Page 10 of 29



AFFIDAVIT OF
I. Edward Sondene

STATE-OF MONTANA )
County of Gallatin ) SS.
The undersigned, under oath, does hereby swear or affirm:

L. My name is I, Edward Sondeno.

2 I reside in Bozeman, Montana.

3. L am currently a member of the Public Employee Retirement System (PERS).

4. I'retired in 2009 after working over 30 years in Montana public service. I worked
for Montana State University (MSU) and the Bozeman School District, and at that time was in
the PERS Defined Benefit Plan. I was also a member of the Montana University System’s
(MUS) Optional Retirement Program (ORP).

5. I commenced work at MSU in December 1978 and was enrolled in the PERS
defined benefit plan. I remained in that plan until November 1993, I then changed to the ORP
and was enrolled in that plé.n from December 1993 to February 2006. When I changed to the
ORP, I withdrew all of my retirement contributions to the PERS defined benefit plan,

6. Prior to my retirement, it became obvious that I needed to consolidate all of my
service credit under one plan in order to receive sufficient retirement income. In 2006, I worked
with the Montana Public Employee Retirement Administration (MPERA), and pursuént to the
appropriate statutes, combiﬁed all my service credit into PERS, repurchased my previously

refunded service credit (§19-2-603, MCA) and purchased additional yeérs of service (§ 19-3-513

MCA) (See attached Exhibits A through M). In detail they are:




Exhibit A (dated 06 April 06): ,
Letter to Jennifer Harnden transmitting the Rollover/Transfer Notification form to
purchase my previously refunded PERS membership years.

Exhibit B (dated 30 June 06);

Spreadsheet models I prepared estimating how long the 3% GABA might cover
anticipated increases in health insurance premiums. '

Exhibit C (dated 30 June 06):

This is an actuarial valuation performed in 2006 of the PERS by MPERA’s actuarial
consultant. The 3% GABA is referenced on the third page, as well as the other benefit
clements included in the PERS-DB plan at the time of my purchases. Note that these
pages are from a larger document and there are both 2005 and 2006 dates referenced.

Exhibit D (dated 19 June 06):

This is the response T sent to Marjorie Rowley regarding purchase of my ORP service
time into the PERS-DB, which was concluded in 2006. It cites various sections of
pertinent statute, and I thought it might have some value as a concise reference to those
sections, if needed for some reason. (I should note this communication reportedly went
through MPERA’s internal legal review and was deemed sound.)

Exhibit E (dated 28 July 06):

Letter from Kim Flatow with price quotations to purchase ORP service time into the
PERS-DB and additional “one-for-five” service credit. Note the specification that this
purchase will require transferring (rollover) account funds to MPERA or other cash-
purchase basis, '

Exhibit F (dated 30 July 06):
Letter to Kim Flatow, MPERA, to effect transfer of my MSU-Bozeman retirement
accounts to the PERS-DB plan, :

Exhibit G (dated 31 July 06):

Notes from my telephone conversation with Marjorie Rowley, confirming the benefit
clements actuarialty-costed and purchased by me, including the 3% Annual GABA
adjustment. :

Exhibit H (dated 01 Aug. 06):

Written Summary of my phione conversation with Marjorie Rowley regarding the benefit
elements actuarially-costed and purchased by me through these various transactions,
including the 3% GABA.

Exhibit I (dated 02 Aug. 06):

Documents directing transfer of all/100% of my MSU-Bozemaﬁ' retirement accounts to
MPERA to purchase my ORP time into PERS-DB service time.




Exhibit J {dated 03 Aug. 06); -

A verification e-mail to Marjorie Rowley that I was arranging transfer of my MSU-
Bozeman retirement accounts to MPERA towards the purchase into the PERS- DB plan of
my service time under the ORP plan, '

Exhibit K (dated 05 Sept. 06):

My agreement to purchase “one-for-five” service credit (via payroll-deduction payment
plan) per their actuarially-priced cost for these benefits.

Exhibit L (dated 01 Nov. 06):

My request to verify the benefits purchased—includes reference to my phone
conversation with Marjorie Rowley of MPERA, that the 3% GABA, amongst the other
benefits, was included in the actuarial calculation for the costs paid.

Exhibit M (dated 19 Dee. 06):

Response from Kim Flatow, MPERA, regarding my requests to verify (in writing) the
benefit elements/terms I had purchased with my account transfers and cash-purchase
actions. The 3% GABA is referenced as a benefit to be received, and their actuarial
tables are also attached. :

7. When [ dgcided to combine all of my retirement credits, I repurchased my
refunded retirement contributions, n;u'hich amounted to $70,021.39 and .répresented 15 years of
service (Exhibit A), T ﬁlso trahsfcrred my ORP fetiremcnt credit and monies into the PERS
Defined Benefit Plan (Exhibit I) which amounted to $244,492.17. Moreover, I decided to
purchase additional credits pursuant to § 19-3-513 MCA in the so-cailed “one for five” option,
where an employee can purchase additional service credit, one (1) year for évery five (5) years of
work. Under that provision, I purchased an additional five (3) years of service credit (Exhibit K)
at a cost of $111,690.44. The purchase of my ORP service and the additional five (5) years
required me to pay the full actuarial cost of the service credit, based on PERS’ most recent
actuarial \-faluation. The full actuarial cost was calculated based on my entitleme_:nt toa3%

Guaranteed Annual Benefit Adjustment (“GABA”™) as shown in the June 30, 2006 actuarial

valuation (Exhibit C).




8. Prlor to making these multiple dec1310ns to pay back my refunded PERS
retirement, to transfer funds from the ORP plan to the PERS Defined Bcneﬁt Plan and to
purchase addltlonal years of service, [ specifically and purposefully con51dered the costs
involved in making such transfers and purchases. Had it not been for the 3% GABA, I would not
have chosen to retire when [ did. I prepared detailed financial evaluations of the benefits that I
woﬂd receive on an ongoing basis, including the 3% GABA. 1 specifically factored into my
calculations the assumed increase in health insurance and the 3% GABA in order to insure [
would have sufficient retirement funds (Exhibit B).

9. I am dependent on the benefit I receive from PERS Defined Benefit Plan at this
point in tite and rely on the 3% GABA to meet my daily living needs. Prior fo making these -
irrevocable actions to pay back my refunded service credit, to transfer my ORP assets into PERS,
and to purchase the additiﬁnal years, I did comparative investment estimates as to my returtt on
investment énd conciuded that taking these actions was my best choice. My health insurance
plan is a high deductible plan with the health savings account option. This was another attempt
to mitigate the rising cost of health insurance,.but it comes with the acceptahcc of higher
financial risk. I specifically considered the 3% GABA in these evaluations as myl primary hedge
against the rapidly-inflating costs of health insurance and the high deductible associated with my
health plan. (Exhibit B).

10.  Trequested a written explanation of the amounts of moﬁey that I would have to
pay in order to accomplish my goal of consolidating my retirement credits and puréhasing the
additional five (5) years of setrvice credit. I worked with Ms. Kim Flatow of the Public

Employee Retirement Administration, who provided me w'ith' the exact caléulations. (Exhibit M).
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Further Affiant Sayeth Naught.

DATED this Z ¥ day of __ OcragSA. | 20/3

By

I. Edward Sondeno

On this (l%’\\q day of Q)C\“(\\Q{'Y 200y, before me, the undersigned, a Notary

Public in and for the State of Montana, personally appeared 1. Edward Sondeno known to me to

be the person whose name is subscribed to the foregoing instrument and acknowledged to me

that he executed the same,

In witness whereof, I have hereunto set my hand and affixed my notarial seal on the day

and year first above written.

et ST e A LINA POPA N
F NP2 NOTARY PUBLIC for the -‘\Q,\MRM
FresTAR ], State of Montana

? Rusiding st NOTARY PUBLIC FOR THE STATE OF MONTANA
(Ngt;mef, ?feah}.a Printed Name: __A\iwg ?09:

‘ My Commission Expires 3 .
(e OF WP o March M, 217 ReS]‘dlng at; J:CS}_QMM “T

My Commission Expires Moy S\ JOV]
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{GABA vs. Heaith ing inflation Comparator: ~ + ' i i
[Rav. JAug1 . ) , . | :
1 ; |
:Monthly FERS Seneft $6.135.02 Annual GABA adjustment : 3. a‘ﬂ% (Onmrs end of Jan, each year)
i | ] X
Monthily Health Ina Premium: 3481.00° ‘Anrial Health mauranca Inflator: | m_s{"ao Based on 2012 increase)
(Presenty with BPS#7) "~ |{For Sepl 2072 changa] ] ! L1 [
- |(HOHP-HS Pfan] “Fad Mary Tax Rate: 25.00% MT Marg Tax Ha &
: J_ : : =i
, T iorly "~ Moaly Morily Mty | Montly
| PERS | Net PEARYS ; Health | GABAvs, GABA,
I : GAdA . Afer-Tx Insurance | - ; Hithins | | Post-Tax
: Benefit " Beneit Cast , Increase [ va Hith fns
£Lal Year | Increase ._Increage | Increase ! Pre-Tax | Increase
! i ] L
2013 §184.05 §125.34 $544.87] | $135.18; 576.47
i ! !
2014 5189.57 $129,10 $54.005 : $135.83] 375.05
| L
2015 $195.26 T §132.97 §59.77 T 53548 $73.20
. . ; : L .
2018 $201.12 — $135.98, $68,11 © 313501, §70.05
! j : |
2017 5207.15 ; $141.07 57312 | $134.03;, 367.95
T T I X
3018 ¢ $¢13.37 [ 5i148.30 580.87 §132.50] 564.4.3
7079 §313.77 | $145es 8044 $130.32, w022
T N |
- 2020 T §200.38 ! F154.15 $948.92 i $127.44 355.23
! ) : [ . o
2027 $233.15 . $158.78 $109.41 $12378 $45.37
. | - T
2022 3240.14 . $153.54, $121.00}- : §119.14; | 54253
! T ! ;
202 | 5247 35 ; 516644 . $133.533 §113.52 $34.81
024 5254.77 §173.6] 5148.09 3106.75 $25.48
[ 2em $762.41 $178.70] 3162.71 i 35870 | $15.00
! T 1
2006 ¢ 5270.28 §184.081 5181.08 $89.227 $3.00
T - ; i -
2027 3278.29 : 518959 $200.25 | 578,14 -§10.657 Hith ing pramium inc i' iy L
[ _ ; | : - now axceeds GABA —-, N
2028 5256. 74 $185.27- $721,48 ! $65.27, | -528.71 benefitincrease. i e e
. ! H - T - "
2029 2595.35 $5201.13' $244.96 ! $50,39° | -$43.82
7030 304,77 A 337097 ¥ R
203 $313.39 N FIEE | [ 526454 E 51368 386,98
. L ) : |
2032 ¢« £3122.73 ! 321978 $331.40 ! _-34.97 . -5111 .52
2033 139242 $326.38 $388.53 ' N MM A [VA
| H O t
1 B L ! -
2034 5342.09 523317, $405.38 : -562.59 -R172.22
2038 _ T364.68 _’ 34010 $448.35 ' -$95.68. . %508.19
038 $363.24 524737 $455.58 33264 5248.51
2037 §374.14 A7) ?§! §548.44 T STAG0 833365
! ! - : : + - .
i MOTE: When differance in nght columng become negative, e increase friom tha GABA adjuster nn 2ntird pension
! : ameunt no longer covers the increasa in Just health insuranice premium costs. i ]




(GABA ve. Heaiti fﬁ; lnﬂatIo  Comiator l et e i e e e e e l e e
.[Rav Aug11] !
I
Monthly PERS Benefit £5,956.33 ‘Annual GABA adjustment: 3.00% (Occurs and of Jan, each year)
E ! ! l
‘Monthly Heght ins Pramiom: . $417.00 JAnnual Health Insurance Inflafor, ¢ 13. 64% ased on 2011 increase fr reg plan)
I(Presently with- BPSHT) {Note sw:.fdrad to HOHP] :
| ! ‘Fed Marg Tax Rate: 55.00% MT Marg Tax Rat] __ 6.90%
7 ] |
Monthly Monthly Monthly Maonttly Monthly
PERS Net PERS Heailh GABAvs, GABA
GABA After-Tx Ingurance Hith Ins Post-Tax
! Senefit Benefi Cost Increase vs, Hith ins
Cail Year | Increase Increasg Increase Pre-Tax Increasa
3 i
2012 F178.89 ' $121.69 $58.88 $121.81 £64.81
2013 . $184.05 $125.34, 564.64 3119.41 “$60.70
f : i
2014 $189.57 $129.10 $73.45 5116.12 $55.65
1
2015 | $195.26 $132.97] 53347 $111.79 3459.50
2016 5201.12 $133.96 594,86 ] $106.26 $42.10
2017 3207 15 $141.07 $107.80 $98.35 $33.27
2018 | B35V $145.30 122.50 550.86 $22.80
i ;
2019 5219.77 $149.66 $139.29 $80.58 §10.45
2020 $226.38 $154.15 $158.20 §68.16 -$4.05 Hith ins premium ing | e
now exceeds GABA T
2021 $233.15 $158.78 $179.78 §53.37 -§21.00 benefit increasa,
|
2022 $240.14 $163.54 $204.30 $35.85] | -540.78
2023 $247.35 $168.44 $232.16 $15.15 -$53.72
2024 ! 325477 $173.50 $26383 -59.08 -£90.33
i T
2028 5262 41 ; $178.70 $7299.82 -537 .40 -$121.11
i !
2026 §270.28 £184 06 $§340.71 [ -570.43 -$156.65
i 1
2027 $2748.39 $189.59 3387.19 | -5$108.79: ! -$197.60
2028 $286.74 $195.27" 5440.00 -5153.25 -3244.72
T :
2029 20535 i 3201.13 550001 -3204.67 -$298.88
H |
2030 §304.21 $207.17! 356821 -52684.01 K -$361.05
i N |
2031 | $313.33 $213.38, $6545.72 -$332.39) | -§432.34
j ' i
2032 1 $322.73 : 5215.78 $733.80 -5411.06] ! -5814.01
2033 $332.42 $226.38 §333.88 -§501.47 -$607.51
2024 £342.39 $233.17 5947563 -§605.24 -5714.48
2038 $352.66 $240.18 $1,078.88 -§724. 22. -$836.72
|
2036 $363.24 524737 $1,223.77 -$860.531 -5976.40
! i : j
:NOTE: When differencain nght colimps bemme negative, the increasa from lhs GABA adjuster on entire pension
! amount no longer covers thaincreasa in just heaith | insurance premiurn costs. ) Lo i

MLt Ayrdsd_ A C»‘E‘Jﬂ-ﬁta AAAZNL — Jpuemagies Py e AeCMumG ap) Arece
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EGABA vs. Health ins Infiation Cdrﬁ_pafétor: S T S T T . _ .
Rev. Aug10] :
l
Monthly PERS Benefit $5,792.84 TAnnual GABA adjustmant 3.00% [Occurs end of Jan, each year}
[ ! i ] P [
Monthly Health Ins Pramium; $500.00 Annual Health Insurance infiator: 12.87% {Based on 2010 increasa) :
{Presently with BES#7) [ L | ]
Fed Marg Tax Rate; 25.00% MT Marg Tax Kaf 8.90
|
; Montht Manthly Monithfy ¢ Monthly Montily
| PERS : Net FERS Health . GABA vs, GABA
i CABA | After-Tx Insurance Hith Ins Post-Tax
: Benefit . Banefit Cost Increase ¥s. Hith ing
Cal Year increase | lncrease Increase . Pre-Tax Increasa
20N $173.49 $118.14 $64.35 $109.14 353.79
2012 §178.69 $121.69 572.63 $106.06 $49.06
2013 5184.05 $125.34 $81.98 $102.07 $43.36 i
2014 5139.57 $129.10, 592.53 $97.04 $36.57
2015 $195.26 5132.97 $104.44 $60.52 $28.53 -
018 $201.12 3134.58 $117.88 $83.24 $19.08
2047 1 $207.75 §1a1.07 513305 $7410 §8.02
2018 ! $213.38 $145.30 $150.18 §63.19] -§4.87 Hith ins premium ing ? A
now exceeds GABA T g,/
2019 $219.77 5149.565 $168,50 50.268 -$19.84 bensfit increase. -
- [ oo 59636 T $15675 $191.32 §3504] 83717
H
2021 $233.15 $158.77 $215.94 $17.21 -§57.17
2022 £240.14 $1563.54 §243.73 -$3.59] ! -$50.19
2023 $247.35 : $168.44 $275.10 -$27.75 -3106.86
2024 $254.77 3173.50 £310.51 -§55.74 -5137.01
2025 $252.41 $178.70 $350.47 -388.06!0 ' -FIVL7T
f
2028 | $270.28 $184.06 $395.57 -$125.29 j -5211.51%
} :
2027 7 $275.39 $189.59 F448.48 ! -$168.09 -5258.90
I !
2028 ! $286.74 §195.27 $503.35 i -§217.20 -3308.67
2024 'r 5295.35 3201,13 £5658.80 -$273.46. -$367.67
1 f
2030 $304.21 $207.17 564201 -$337.80 -5434.84
2031 $313.33 $213.38 572483 -£411.30" -5511.25
2032 §322.73 521375 $817.90 -$495.16] -§558.11
2033 §332.42 $226.38 $823.16 -$590.74 v -$598.78
! ! ' -
2034 $342 39 . $233.17, $1.041.97 -$699.58, ! -$808.80
| T T
2035 §352.68 $240.16 §1,178.07 -$823.41 ! -$935.51
] i i
NOTE: Vhen ditference in right columng become t1egative, the increase from the GABA adjuster on enfire pension
amount no langer covers the increase in lust heaith insurance premium costs. [t




GABA Pension Adjustme . Heaith Insurance Cost Inflati
~ |[Rev.25Mar09)
| i
Initial Pension Estimate; 3 69,000 .
Annual GABA adjustment, %: 3 "0 A
Base Heatth Insurance Est, annual:| $ 4,800 | — Syl '
Annual Health Insurance Inflator, % 10[ 2 /v -
Annual Year-Year |Annual Hith Year-Year
Year [Pensio nggge! 3 Ingurance Cost Chggge! 3
1 $ 10701 2070 (% 5280 % 480
2 3 73,202 | % 21321 % 5808 % 528
3 $ 75398135 21963 6,389 | 3 581
4 5 77660 |§ 2262 % 7,028 | $ 639
5 $ 79,990 1% 23303 7730 | § 703
g 3 82,390 | $ 2,400 | % 8503 | 3 773
7 $ 84861 |3 247213 9,354 | $ 850 |
8 3 87,407 | $ 2,546 | § 10,289 | $ 935
g9 3 90029 '$ 2822 |3 11,318 | § 1,029 (
10 % 82730 |% 270183 12450 | § 1,132 AU EgrS/UTY (Cuwbaters L4
11 3 95512 | % 2732 | $ 13,685 | 3 1,245
12 $ 98,378 ' & 2,865 (% 15,084 | $ 1,369
13 $ 101329 |3 2,951 | $ 16,571 | & 1,508
14 § 104369 % 3040 | § 182281 5 1,657
15 $ 107500 | 3 3,131 | & 20,051 | % 1,823
16 [$ 110,725 § 32251 % 22056 § 2,005
17 $ 114046 | 3 3,322 | 3% 24261 | & 2,208
18 $ 1174681 % 3,421 § 26688 | $ 2,426
19 3 120992 |3 3.524 | & 293561 % 2,669
20 $ 1246223 3630 § 32292 | % 2,938
21 $ 1283603 3,739 | & 35521 3 3,229
22 $ 13221113 3.851: 8% 39073 (% 3,552
23 $ 136177 | & 3,968 | 3 42981 | $ 3,907 : . .
24 15 14026315 40850 47279 |$ 4298 — Cehg I~ cerscq 73 oA _MOA. THL
25 $ 144471 3 4,208 | 3 52,007 | § 4,728 '
286 {3 148805 | 3 4,334 | % 57,207 [ $ 5,201
27 $ 153269 % 4464 | § 62,928 | § 5,721
28 3 157887 |3 4,598 | § 69,221 § 5,293
| 29 3 1626033 47361 % 76,143 | § 6,922
| 30 (3 167481 )% 4878 | $ 43,757 | $ 7,614
K] 3 172506 | § 5024 | § 92,133 | % 8,378
32 § 177681 (% 51751 $ 101,346 | 9,213
33 $ 183011 3% 5330 | % 111,481 ;3 10,135
34 ;3% 18850t )% 5490 | 3 122629 | § 11,148
35 $ 194157 % 5655 | $ 134,892 | 3 12263
K] 3 199981 3 5825 5 148,381 | $ 13,489
37 $ 2059813 5,999 | § 163,219 | § 14,838
338 $ 2121603 6,179 3 178541 | $ 16,322
ag $ 213525 § 6,365 | $ 197,495 1§ 17,954
40 $ 2250813 6,556 | 3 217244 |3 19,749 PN
41_[$ 2318338 6,752 |3 2389695 21.724 — AT, IfS. KT > Pl
42 $ 2387383 6,955 | $ 262,866 | § 23,897 .
43 $ 245952 % 7164 | § 289,152 1§ 25287
44 'S 2533303 7379 318,068 | 3 238915
45 $ 2609303 7,600 | % 349874} $ 313807
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MONTANA PUBLIC EMPLOYEES® RETIREMENT SYSTEM

ACTUARIAL VALUATION AS OF JUNE 30, 2005

Appendix B

Provisions of Governing Law

All of the calculations contained in this report are based on our understanding of the banefit and
eligibiiity provisions of the system. The provisions used in this valuation are summarized below

for referencea purposes.

Normal Retirement Eligibility:
Benefit:
Normal Form:

Early Ratlrement _ Eligibility;
Benefit;

Disability Retirernent _ Eligibility:

Benefit:

Age 65 regardiess of membership service, or Age
60 and 5 years of membership service, or 30 years
of membership servica regardless of age.

Years of service credit, muitiplied by highest
avarage compeansation (highast 38 consecutive
months), multiplied by 1/56" if membership sarvice
at retirement is less than 25 years, or muitiplied by
1/50™ if membership service at retiremant is at
least 25 years.

Monthly banefit for the life of the member, with a
death benefit equal to the remaining baiance of the -
member's contribution account,

Age 50 and 5 years of membership sefvice, or 25
years of membership service regardiass of age.

Actuarial equivalent of the accrued benefit based
on retirement at age 60 or 30 years of membership
sarvice,

& years of membership servica

If hired on or befare February 24, 1991, the greater

- of {a) and (b) below:

(@) Years of service credit, multiplied by highest
average compensation, muitiplied by 80% of
1/56" (1/50" if 25 or mora years of membership
sorvica) , or _

(b) Highest average compensation multiplied by
25%.

if hired after February 24, 1991

{a) Years of service credit, multiplied by highest
average compensation, muttipiied by 1/56™
(1/507 If 25 ar more years of membership
service).

Administration ard may not be appropaste to use far other purposes.  Millimen doss nat
intend to benefit and assumes no duty or Habikty to other partion wha receive this werk.

. This work product was preparad solsly for the Montana Fubic Employess’ Retirement '35
Milliman




MONTANA PuBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2005

Death before Ratirement  Eligibility: Prior to § years of membership servica

Benefit: The sum of (a) and (b} beiow:;
(a) Return of membar contributions with intarest,

(b} Lump sum payment of one month’s salary
multiplied by years of service credit,up to a
maximurn of six months' salary,

Eligibility: 5 years of mambership service

Benefit: Either the sum of (a) and (b), or (c) below:
(a) Return of member contributions with interest, and

(b} Lump sum payment of one month's salary
multiplied by years of service credit, up to a
maximum of six months’ salary, or

{c) Actuarial equivalent of the accrued benefit at the
time of death of the member.

Termination Banefit Eligibility: Prior to 5 years of membership service

Benefit: Return of member contributions with interest.
Eligibility: 5 years of membership service

Benefit; Either (a) or (b) below:
{a) Return of member contributions with interest,
or

(b} Actuarial equivalent of the accrued benafit
based on a retirement age of 60.

Benefit Adjustments Eligibility: Retired members and beneficiarias.
Benefit: An annual adjusfment {GABA) of 3.0%
commencing January 1%, one year after
retirament.
Coniributlons Members: 6.90% of members’ compensation

Employers: 6.90% of members’ compensation (offsat by
0.10% of members’ compensation paid by the
State for local governmant and schoo! district
employars), '

Admiristration and may not be appropriate to use for other prposes. Miliman does not
inbend to benefil and assumes ro duty or liabiiity to athr parias who recsive this work.

I This work product was prapared colaly for the Montana Public Employees’ Retirement 6
Mitliman




TWOM Sit) AR QWA S JSUIC O AIRTET) J0 AIND DU SERINSSE DL Ypeieq DY (i
oF Egg.ggﬁgsgsggﬂié
hestanoy $30ioikiry MaNg eUNLOM i Jo) Awot paredand sem Yonpoud yom )

vewiiy @

OE6'LE  BSE'GY  18S'6F  ObG'SP  GPL'YF  OVPIF  BR0'SE  ZOL'ME  L¥S'OE £95'42

T e S

PO¥'GZ  ZHItZ  SEE'MZ

(R YA WO'LE 6012 SOL'0E  VOF6C 662t 2Th9Z  vB0BZ  SI6'BL BFLEL PEL'SE OELEL $SO'PL

685’92  PBL'IS  OW'EF  8OL'YS  ZOO'PE  S2O'0E  OSE'LE  QUR'SC  Sb'ZZ ELE'SZ  ¥GEOL IBP'EL  ZOV8)

L8E°Z¢ Y062y OBL'SP  Z1S'CP  SOSOF  CLL'8C  SL6'CE  LOS'0E  OCE'SZ  £66bT 68147  ZTT0'9T  LeYIT

1eL'ee - 9CB'ZS  0ZB'0S  E£BY'PY  PIY'EE  £XI'6E SBE'EE- 9EE'8Z  O62'9Z ¥IT'EZ 0B0'ZT €LE'ST

LIB'EE - 610'65  859'0F  EPE'OF  BKO'YY  LIP'EE  GIOEE LOE'6T  L1S'9Z 019'ST OLB'TT  IsP'yZ

Zr'ee - - - 055'8¥y 828ty PIB'ZY  BES'OP  VOE'OE LIS'0E  IZV'OZ  BOS'ST 908'MZ $SIYVZ

698°1E - - - VEE'TP EL'TP  6ZE'VF  80S'8E 098I 292'LZ  98L'KC LRV erO've

180'1E - - - - 162’98 1€6'0r  9ZZT'LF  1OB'VE GTE'0E  STC'ET SYZ  CZe'vT

620'0¢ - - - - - - DIVIE  ELVE BISOE  080'6Z  BIDZ 0£O'SZ

F¥ANF 4 4 - - - - - 9BE'LE  €EQ'0E 99922 8OI'SZ  VZI'SZ
D T50'ZT - - - - - - - 860°1E  ELI'WEZ  ¥BL'ZZ 928l 606'LZ
‘i SEol 7 oI ROk B ol Boist Poor  BOIS . FOIT 4 T (i

LT

B2IAJES JO RIBA] poyeiduics)

sisquieN JuEQ - dnosg oty Ag - ejeg enuty sBesaay
900Z ‘0¢ sunfp o se

solejeg pue sisquIsly
JO UOPNTUISI SIPQUIBK BATIY

1-0 s1qe]

SE10L

QR 0L -

€90} 59
30109
65 0 55
rsa0s
6t o S¥
01 O
6t 01 GE
e oaoe
62152
5C tepun
8by

9002 ‘0€ INNP 40 SY NOLLVNIVA TYRIVNLOY
MALSAS INIWIIILIY ,SAIACTIAZ DN YNVINOW




g

4

gﬁigglﬂsga?usggzsg

Egggaﬁﬁigﬁaﬁ%zﬁiggsg :ws_:_E
WARAREH S50 SN SUENOR ot 0] Aoion poredasd sem pepard wom tay L

L'ge 66 ogy 0£8'Le 629'268 796'Le 9002

L2g 66 gy 08Z°08 045'v68 glLe'ez S00Z

g€ o6 524 Lev'ez ¥95'1E8 1z'ee 00T

VL€ 1’6 zor ove'Le oei'sie 209'62 2002

9'0¢ 28 1414 6.0'c 1£8'8E2 005'62 0002

VoE g8 4 915¢Z3 885'0093 160'82 866
By oliH  @olARg jo @by Aejeg spuesnoy) SlequIpy {og sunr)
sbeiony sieo} efiesany abeseny fenuuy u soueeS Sunngiyuon aleq] uopeniep

. _ abemay [enuyy E10],
SIBQUIBY SAIDY

Aoisiy 7eq aEw..an.Eus_ SANDY

€-0 s|gey,

900Z '0£ INN[™ 40 SY NOLLYNTIYA TYRIVNLOY
WILSAS ININFUILTY ,STIA0TINT ITENG YNYINOW




—_— gty N

‘ ) ) . . e ot e

./’/‘A'”_.f:{i’ 3
22 Sud b
1812 S. Tracy, #8
Bozeman, MT 58715

19Jun08

Marjorie Rowley

Member-Services Supervisor - ——
Public Employee Retirement Administration T '

100 N. Park, Suite 200

P.O. Box 200131
. Helena, MT 59620-0131

RE: Service Purchase Request of 22Apr08 & your response of 15Jun08

Dear Ms, Rowley:

| am in receipt of your recent response to my 22Apr08 request for quotations to
purchase membership service/service credit. Not wishing to consume anyone’s
time unnecessarily, | did a review of numercus sections of statute prior to
sending my request. | noted the section you referenced in your reply (MCA 19-3-
512) which addresses the process for purchasing non-Title-19 public service
(Federal service, efc.), but does not disaliow the purchasae of credit for Title 19
programs where such action is elsewhere aliowed in statute. Consequently, there
are other sections of statute that must be applied to my situation, and to which |
have made reference previously.

Due to the various segments of my public service in Montana, and my present
status, | meet the tests for several areas of statute regarding my request for
quotations. As yau know, we have already processed the repurchase of
membership service time for my initial, and largest, portion of Montana public
employment (the defined benefit plan, a plan also provided for in MCA Titie 19).
Due to the chronology of my work history, my particular Montana public

. empioyment, my prior employment with the university system, and my recent
return to “covered employment” outside the university system, | meet the tests for
choice and prior service purchase contained in MCA 19-3-21 (and the -
applicability of these chaice options and chronoclogy to my circumstances were
verified last year with Kim Flatow of your department). This ailows the invocation

~ of MCA 18-3-2113, subparts (2)(a) and (2)(b) as noted below:

19-3-2113. Reinstatement of plan membership ~ purchase of prior service
credit in defined benefit plan.
(2) (a) An employee who returns lo covered employment after terminating
-~ membership in the defined benefit plan [which | have done), who is eligible to
make a plan choice [which | am), and who elects to join the defined benefit plan
[which | am presently in and is the defauit option) may reinstate pri

EXHIBIT

N




.RE: Service Purchase R est of 22Apr06 & your response of 15Jun(8, pg 2/

membership service and service credit as provided in 19-2-603 [which was
completed as required in April of this year}.

(2) (b) An empiloyee who retums to covered employment after terminating
membership in the defined contribution plan or the optional retirement program
[which | have most recently done}, who is eligible to make a plan choice
[which | am], and who elects fo join the defined benefit plan fwhich | am
presantly in and is the default option) may purchase prior membership service
and service credit by paying to the board the fuil actuanal cost of the service
cradit as of the latest actuarial valuation of the defined benefit plan [and | am
again requesting the quotation for this action]. The member may not
purchase membership service and service credit under this section in excess of
the member's length of service in the defined contribution plan or the optional
retirement program [meaning that | may purchase membership/service credit
into the defined benefit program for up to the full length of ORP service,
and | am again requesting the quotation for purchase of tho full term of
ORP service].

By circumstance, my public service record meets the tests for repurchase of the
prior membership service in the defined benefit program (DBP), which has
already been completed, as well as the option to purchase membership/service
credit for ORP service as noted above. The significant difference between these
two subsections is that the costing methods for purchasing service are different
according to the type of prior service — via the terms of MCA 19-2-603 where so
specified, or by the standard actuarial cost calculation in the case of purchasing
ORP service time into the DBP. An empioyees’ option to purchase credit for the
term of ORP service is clearly specified — there would be no reascn for the
language in these sections to exist in the first place if the intent were not to
provide these options for qualifying employees. The Montana PERA's own recent
comments to the State Administration Legislative Committee discusses timing
details for employees purchasing ORP service time into the DBP under MCA 19-
3-2113. :

From a pragmatic standpoint, | would expect the PERS to be completely

indifferent towards any actuariafly-calculated transaction which, by definition, .
reimburses a program for the financial impact of whatever empioyee option is ' |
being invoked. Since this process requires the employee to make a program

‘whole’ from their own assets for whatever such action the employee chooses to

take, PERS incurs no financial loss or benefit from the action {(which is as it

should be).

In my 22Apr06 request, | had also asked for a quotation to purchase three (3)
years of “1-for-5” service credit (my account should presently reflect over 15
years of membership service). This request has not yet been acknowledged or
responded to.




RE: Service Purchase Request of 22Apr08 & your response of 15Jun06, pg 3/4:

| also requested a current account report (since such information is not yet
available on-line), which | have not yet received.

To summarize: 2 £

1, Please note this as my second written request for a quotation to purchase
time into PERS for my service term under the ORP program. This would
be for the period of December, 1993 through February, 2008, inclusive
(147 months total), which has been verified by previous documentation
provided by me and your recent communications with MSU Personnel and
Payroll Services. Again, statute specifies this cost to be computed by your
standard, non-discriminatory actuarial method as previously noted, and,
once again, my personal data is:

Full-Name: Iver Edward Sondeno

Address: . 1812 South Tracy, #8
o Bozeman, MT 59715

Social Security Number: SIS

-2 Please provide me with the quotation to purchase three (3) years of “1-for-
9" service credit, . - o

3. Flease send me a current written statement of my account.

4. | presume service purchases may be paid for via a combination of roflover
funds and monthly payroll-deduction payments?

Considering it has been nearly two months since my original 22Apr08 request, |
wouid appreciate prompt provision of the requested quotations.

I would close with the comment that this is not a request for some type of
accommodation, but simply a request from an employee who has devoted their
professional life to Montana public service and who wishes to invoke available
statutory options te consolidate a fractured collection of plans into something that
will hopefully provide for a rational personal retirement plan after a lifetime of
public service to Montana. :




RE: ica Purch Reguest of 108 & your regponse of 15Jun(8 4/4:

Thank you for your prompt attention to this request, and please let me know if |
may provide any other assistance.

Slncerely

I Edward Sondeno




BRIAN SCHWEITZER
GOVERNOR

HELENA (406) 444-3154

TOLL FREE {877) 275.7372

FAX {405) 434~-5428 : 100 N. PARK, SUITE 200
PO BOX 200131

- HELEDNA: M 59620-013 1 ——

July 28, 2006

), Edward Sondeno'
1612 S. Tracy #8
Bozeman MT 59715

Dear Mr. Sondeno:

Enclosed are three cost statements. One cost statement reflects the balance due to purchase
12 years three months of service from Montana State Universily - ORP. Also enclosed are
two cost statements reflecting the balance due to purchase One for Five service both with
and without the purchase of the ORP service. Please not the distinction listed on each
individual cost statement.

Enclosed with the cost statements are the required forms, both for a rollover of funds and for
monthly payroll deduction. Funds from a 457 plan or a 403 (b) plan cannot be used for the «~ __
purchase of One for Five service.

If you have any questions, please feel free to contact me.

Sincerely,

AL S

Kim Flatow
Member Services Bureauy Chief
406-444-5449

EXHIBIT
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1612 8. Tracy, #8
Bozeman, MT 59715
30Jul0e

Kim Flatow, Chief

Member Services Bureau

Public Employee Retirement Administration
100 N. Park, Suite 200

P.O. Box 200131

Helena, MT 59620-0131

RE: CREF Rollover Agreement

Dear Ms, Flatow: _

Enclosed please find a rollover acceptance agreement for TIAA-CREF. Upon
receipt, please complete Page 5 of the sheet (you may ignore Page 6) and refumn
it to me immediately, so that | can forward it on to TIAA-CREF and oompletetha
transfer within your specified deadline.

If any questions ariss, my contact information is as follows:

Work Voice: {408) 522-6072

Cell: (408) 599-8343

Home Voice: (408) 587-2238

Work E-Mait: esondenc@bozeman.k12.mt.us
Home E-Mait: czymtn@gmail.com

Thank you for your prompt assistance,

Sincerely,

A,

|. Edward Sondeno
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1612 S. Tracy, #3
Bozeman, MT 59715
01Aug06

Marjorie Rowley

Member Services Supervisor

Public Employee Retirement Administration
100 N. Park, Suite 200

P.OQ. Box 200131

Helena, MT 59620-0131

RE: Actuarial Basis for ORP Membership-Service Purchase Quotations

| Dear Ms. Rowley:

As we discussed yesterday, this is to confirm my understanding of the actuarial
basis used to calculate the ORP membership-service and ‘one-for-five’ purchase
quotations recently provided to me by Kim Flatow. From our conversation, |

~ understand the following elements were included in the caiculation of these

quotations:

* As noted in statute, ORP time purchased into the PERS Defined Benefit
- Plan would be credited as “membership service®, counting towards -
eligibility for service retirement. (As noted in the quotations, the ‘one-for-
five’ purchases would purchase additional service-credit increasing
retirement benefit payments, but not eligibility for retirement.)

» Since purchase of the ORP time would result in membership sérvice in
excess of 25 years in my case, the higher service factor of 2% per year of
membership-service/service-credit was used ta calculate future retirement
benefits.

* The 3% GABA présentiy in statute was used to calculate future retirement
benefits. '

« The contribution amounts to my PERS Defined Benefit Plan account as of
the time of my original request (April, 2006) were used to calculate futurs
retirement benefits.

Please provide me a verification that the above is a correct understanding of the
actuarial basis for the quotations i received and of the benefit factors being
purchased for the quoted costs.

EXHIBIT
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Actuarial Basis for ORP Membershi rvice Purchase Quotations 2/2:

Thank you very much for your assistance with this request

Sinc:?l'y. : |

I. Edward Sondeno
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1612 S. Tracy, #8
Bozeman, MT 59715
02Aug08

Marjorie Rowley

o — e ——— Membersewiws Superv.isor i e e e
Public Employee Retirement Administration
100 N. Park, Suite 200
P.O. Box 200131 _
Hetena, MT 59620-0131

RE: Rollover Directives and ‘One-for-Five' Quotation

Dear Ms. Rowley:

Enclosed please find the executed rollover directive to purchase my ORP time
into additional membership-service time with the Montana Public Empioyee's
Retirement System Defined Benefit Plan. Also, I've included copies of the TIAA-
CREF documents for your reference in the event any communication is needed
between them and your office.

As we discussed this week, Kim Flatow of your office provided me with various
monthly payment options to purchase a single year of ‘one-for-five' service credit
(assuming purchase of my ORP time). Please send me the payment option costs
for a monthily-payrnent plan to purchase five years of ‘one-for-five’ service credit
(assuming purchase of ORP time) as a single purchase agreement. This may be
the most appropriate option for my situation, and ! do not know of any statutory or
ARM prohibition against such a purchase option. This would require much less
paperwork and time from your office versus the processing of five separate
payment agresments to purchase each year individually. It would also allow this
process to proceed in sequence (immediate processing of the ORP time
purchase, followed by pracessing of the ‘one-for-five’ service credit related to the
ORP time).

If any further information or action is required from me, please advise and Il |
address it promptly. My contact information is:

Work Voice: (406) 522-6072

Cell: {406) 599-6343

Home Voice: (406) 587-2238

Work E-Mail: esondeno@bozeman.k12.mt.us —— ey 29ucdlp
Home E-Mail:  czymtn@gmail.com

B ceamed freii
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Rollover Directives and ‘one-for-Five' Quotation, pg 2/2:

Thank you very much for your assistance.

Sincerely,

|. Edward Sondeno
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i MONTANA PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION (MPERA}_ i
100 North Park Ave ~ PO BOX 200131
1 wtﬁ\, HELENA MT 59620-0131
TNy 92 (408) 444-3154 or (377) 275-7372

Rollover/Transfer Notification

e

[ am currently 2 member of themeﬁ@. nid é g, QM@: Retirement Systern I'have received a_ cost statement
for 3_ 244, 992. /7 from the MPERA for the purchase of -2 R &% " 7 service. |
understa.n_d this cost statement is valid for 30 days only and payment must be received by the MPERA by
S AT XEsr g 6431005 T the full amount is not received by the MPERA within 30 days I will receive proportional
service credit only and the cost of the purchase remaining may be recalculated. [ will make this purchase with tax-
deferred money from an eligible retirement plan named below (check one):

_x_a public pension plan qualified under Internal Revenue Code (IRC) Section 401(a)
—anemployer plan qualified under IRC Section 401¢k)
.. atax-sheltered annuity contract described in 'IRC Section 403(b)
____adeferred compensation plan under [RC Section 457(b) '
_.__aconduit Individual Retirement Account (IRA) established with funds received from one of the
above-named plans
__ atraditional [RA
a Simple [IRA

khave checked with the eligible retirement plan administrator to verify that I am eligible to roll or transfer money from
this eligible retirement plan into my MPERA 401(a) plan. I have completed all of their required forms to accomplish
this rollover/transfer.

['have instructed the eligible retirement plan administrator to issue a ceck payable to the Montana Public Employee

Retirement Administration (MPERA) in the amount of ¥ prior to
A e . [ authorize the MPERA to discuss my account with the administrator of the identified
plan or account [ have submitted the piiik copy of this form to my eligible retirement plan.
T LAA—CREF

Name of Financial Institution or Plan Adntnistrator

£0. Box 1268 Cuariorre  AC 2320l =)26%
Mailing Address ’ City State Zip Code

Mazons0 C:ou—mc?' Ceurel ?Do\) N2~ 220
Contact Person : Area Code and Phone Number

U3B/olo] pug MZS2.8 143 (uwsx.s) ¥ /0% o AL Aecay7Ss
Accoun Number 5 Amount {no mere than the amount on the cost staterment)

[ understand that the MPERA retirement plan is an Internal Revenue Code 401(a) qualified pian. [ further understand
that I may rollover no more than the amount necessary to make this purchase pursuant to the cost statement received
from the MPERA. I certify the funds I rollover/transfer for the purchase are from the pian or account described above,

and from no other source.

T, Epward Scw mf-uo

Member’ nnted,blamé') Social Security Number
_\ , LL.., . (#0L) S22 - LB 2
Mzmber’s Slgnarurc Member's Daytime Phone Number

Send originai to the MPERA ~Canary copy for member ~ Pink copy for financial institution

F:\Buybacks\Roilover Transier ALL REV06.2005.doc
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Marjorie,

{ just put the roliover request documents for TIAA-CREF in overnight mait and have sent
copies to you as well, along with the rollover notification form. This will be the request to roll
the CREF accounts in-fuil over to you to apply to my ORP membership-service purchase.
Following the rollover transaction, please advise me of the remaining balance for the ORP
purchase and we'lt deal with that.

As you'll see in your letter, | stilt want to get the purchase plan numbers for the 5 years of
one-for-five time as a single transaction to see if we can't make that as simple as possible.,
As | said | wouid do, | aiso sent you a confirmation and verification request from our phone
conversation about the actuarial basis data used for the quotations.

Hopefully ali the above will arrive tomorrow, or by Manday at the iatest. | hope you'll have
the rollover payment from CREF next week.

As always, thanks for your assistance, and please fet me know if you need anything slse
from me.

Ed

Ed Sondeno
Bozeman, MT

— e ) P@W;‘/ Skl
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1612 S. Tracy, #8
Bozeman, MT 59715
05Sept06

Kim Flatow, Chief _
imee e M@mber Services Bureau - - . . .. . . - - =
- Public Employee Retirement Administration ]
100 N. Park, Suite 200 f
P.O. Box 200131 !
Helena, MT 59620-0131

RE: Purchase of One-for-Five Service Credit

Ms. Flatow:

Enclosed please find the Payroll Deduction Authorization form to purchase five
(5) years of '‘One-for-Five’ service credit as per your cost quotation dated
23Aug08 (copy attached). As noted, this is for the 24-month payment plan for 24
monthiy payments of $5,037.24, beginning in September, 2008,

My two outstanding information requests that remain to be addressed are:
* Provision of a current statement of my PERS account as scon as my

recent purchase of Membership Service for my ORP service term is
posted to my account

* Verification of the key actuarial elements included in these various cost
quotations as detailed in my written request to Marjorie Rowley, dated
01Augi8.

Thank you for your assistance with this process, and please contact me if there
are any questions.

Sincerely,

.

|. Edward Sondeno ' : :
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MONTANA PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION oy .
100 North Park Avenue, Suite 200 ~ PO BOX 200131 C
Helena, MT 59620-0131
(406) 444-3154 or (877) 275-7372

PAYROLL DEDUCTION AUTHO RIZA'I;ION
Members of retirement systems administered by the MPERA may purchase various types of service under the terms

in Title 19 of the Montana Code Annotated (MCA). If you choose to pay by tax deferred payroll deductions, you
must complete this irrevocable contract.

By signing this contract you agree to the terms of Title 19 of the MCA, including the following:

1. This contract for payroll deduction may not be revoked, except if you die or terminate employment.
(Termination of employment is defined in section 19-2-303, MCA).

A. Upon termination, you may pay the balance due for the service being purchased under this contract. The
balance due must be paid directly to the MPERA in a lump sum, '

B. - Upon death, your estate may pay the balance due for the service being purchased under this contract, The
balance due must be paid dircctly to the MPERA in a lump surm.

2. The minimum length of time for this contract is 3 months and the maximum is 60 months,

3. Your employer must sign this form and pick up the payments (additional contributions) for purchasing
this service. Although designated as employee contributions, your employer must send the payments
(additionat contributions) directly to the MPERA. You do not have the option to directly receive the
amount deducted for the payment. :

4. While this contract is in effect, the MPERA will accept payment only from your employer. The
MPERA will not accept payment from you for the type of service being purchased by this contract.

5. This contract will only apply to compensation paid after the completed contract is signed by you and -
your employer's authorized representative, and received by the MPERA. : :

6. Youmay enter into more than one contract to purchase service by payroll deduction. However, a
subsequent contract may not amend this contract. - .

Complete ALL remaining blanks below and forward to your employer by "-Z/ ZZ/O (o

e I agree to the above terms and direct my employer to make the following deductions from my salary to
purchase_ (o O monthsof _/—rae ~§ _ service under Section 19 - B -S43, MCA.
* [lunderstand that my employer must initiate payroll deductions of $.5" @37, 24 per month for
months starting no later than .

* [understand this cost statement is valid for 30 days and this completed form must be filed with the MPERA
by . ' .
/) -
H/- M B SSAT &
Signature of Member (employee) T

L. Eowsrp Sonroeno
Name of Member (employee) - Printed

Date

= N

Sacial Security Number

The employer agrees to initiate the deductions required by this contract no later than ¢ 22100

.J | |
Mooy C .’SO.,‘\'L\V‘)((‘ | Pawrdil - 1e-8333-%3  Gisjol
Signature of Employer Representative Title and Telephone Number  Date

MEERA vae ouly::

Member ke'eps pink copy, employer keeps yellow copy, and MPERA receives white original form,

FAACTIVES\PyriDed AuthALLO62005 dog




PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION

BRIAN SCHWEITZER mpera.mt.gov

GOVERNOR
3wy == CTATE OF MONTANA =t
m»"l ‘b
g HELENA (405} 444-3154
iy TOLL FREE (877) 275-7372 -
FAX (406) 444-5428 106 N. PARK, SUITE 200

PO BOX 200131
HELENA, MT 59620-0131

ONE-for-FIVE COST STATEMENT

August 23, 2008

1. Edward Sondeno
1612 S. Tracy #8
Bozeman MT 59715

This cost statement shows the amount required to qualify additional service credit. Service purchased may ba used for
retirement calculations only, This service Does Not count towards the years of service required for minimum retirement
eligibility. :

Years eligible to purchase: 5

TOTAL DUE for & years of servide if ialid in full bys» | 9/22/08 $111,660:44:

Several options are available for purchasing this service: (1) Pay the batance in full by 9/22/08; (2) Rollover or transfer funds from
an eligible pian to pay the total due by 9/22/08; (3) Make after-tax monthly payments (first payment must be received by MPERA by
9/22/06); or (4} If you are an active mesmber, make monthly tax deferred payments by payroll deduction,

If you don't pay in full or hegin a monthly payment plan by 9/22/08, this cost statemant becomes invalid, Partial payments {rollover
or transferred) will prompt a revised cost statement for the remaining balance due. Rollover or fund transfers require completion and
filing the enclosed Rolloves/Transfer Notification. Your rollover company may also require the completion of specific forms — please
confact them. '

If you elect a monthly payment plan, you may only purchase cne year at a time. Upon completion of payment for one year, contact

our office for the cost of any additionat years of service you may wish to purchase. Interest will be charged on any unpaid balance
" at the rate of 8%. Yov may slect to mske mionthly payments, starting no !ater shan 9272108, Befow are pavment plans to choose
- from. Again, if you don't pay in full or begin an installment plan by 9/22/08 this cost'statement becomes invalid.

12 Months $9,701.32 48 Months $2,712.07
24 Months $5.037 24 50 Months $2.249.78
36 Months $3.485.64

If you efect to make monthly payroil deductions for the qualification of this service, the encliosed form is required. Fleasa
complete the form and have your clerk sign as soon as possible. Please inform your payroll clerk this is a One for Five
payment (code 040). The form must be returned to MPERA hefore the first payment is received. Instaiment payments made
will ba held in your additional contribution account. Failure to make an instaliment payment forfeits the right to make any further
payments and proportional servica credit will be granted. :

The required form is enclosed if you wish to rollover or transfer funds from another qualified plan. If you have any questions,
please contact, Kim Flatow, Member Services Analyst at (408) 444-3154, -

DISCLAIMER: This cost statement is valid for 30 days. It is based on your retirement plan as set forth in Montana statutes
and administered by the MPERA. It was calculated using the benefit structure-and actuarial factors in effect as of this.date..
The- actuarial factors are cumently being challenged in s court of taw: If a lawsuit resuits i 3 change to those factors, this
cost statement may. become invalid:.. The cost may increase or: decreasa even if you: have paid the balance in full ar are
invoived in a sarvice purchase contract: :

FABUYBACKSI For3.doc
"AN EQUAL QFPORTUMTY EMPLOYER"
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Kim Flatow, Chief R
Member Services Bureay - o - P I SRS
Public Employee Retirement Administration Aog2t 7t »
100 N. Park, Suite 200 badeges. S
P.O. Box 200131 . g
Helena, MT 59620-0131 (Bans .2, 22
THIY a2
IEL G
RE: Qutstanding Data Requests Iadv sl
Sl foatty <ok
LY
Ms. Flatow:

| have two outstanding data requests to the PERA that have not yet been
responded to, despite repeated requests.

The first item is my request for an updated, current statement of my account, -
indicating my current terms of membership service and service credit.

| realize you normally send out account statements only once a year, but| feel
this is a reasonable request, given the substantive changes that have occurred to
my account over the past few months. Also, | urge the PERA to implement some
kind of on-line account access for its members. Even if this were simple

informational, read-anly access, it wouid be very useful, and | would expectitto

eliminate the need to mail many of the annual account statements to your
members, saving PERA those expenses.

The second item is the verification of the key elements included in the actuarial
calculations used to price my recent membership service and service credit
purchases (since | don't have access to the actuarial calculation). I made a
written request for this information to Marjorie Rowley on 01Aug08, as well as
additional verbal requests sinca then. | have my notes from my conversation with
Ms. Rowiey on the topic, but a written clarification from PERA is appropriate. This
should be a simple request that can be readily answered from the construction of
the actuarial formula, and | feel this, too, is a very reasonable request given the
magnitude (to me) of the purchases involved (! doubt many people would

TFIA Bornicw

purchase a house for a third-of-a-million dollars without knowing its location, size,

etc.!). Again, the four items I'm requesting verification of are as follows:

1. What compensation level was used to calculate my purchase costs?

EXHIBIT

b




PERA Outstanding Data Requests, pg 2/2;

2. As noted in statute, my ORP time purchased into the PERS Defined
Benefit Plan has been credited as “membership service”®, counting towards
eligibility for service retirement. (As noted in the quotations, the ‘One-for-
Five’ purchases would purchase additional service-credit increasing
retirement beneiit payments, but not eligibility for retirement.)

3. Since my purchase of ORP time results in membership service in
excess of 25 years credited to my account, the higher service factor of 2%
per year of membership-service/service-credit was used to calculate future
retirement benefits.

4. The 3% GABA presently in statute was used to calculate future
retirement benefits.

Please provide me a written verification that the above items were included in the
actuarial calculation for the quotations | received (and in the case of #1, the
amount used in the calculations) and are correct for the benefit factors purchased
for the costs I've incurred.

- Thank you for your prompt attention to these requests.

Sincerely,

(Sl

|. Edward Sondeno
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PUBLIC EMPLOYEE RET_IREMENT ADMINISTRATION
BRIAN SCHWEITZER | — mpera.mt.gov
GOVERNOR e .t

-

| ———STATE OF MONTANA

HELENA (406) 14-3154 ]
TOLL FREE (877) 275-7372 :

FAX (406) 41-i-5428 100 N. PARK, SUITE 200

PO BOX 200131

HELENA, MT 59620-0131

December 19, 2006

I. Edward Sondenc '
16812 8. Tracy #8 ’ EXHIBIT
Bozeman MT 59715 i

Dear Mr. Sondeno:

Thanks you for your recent inquiry regarding your retirernent account with the Public
Empioyees’ Retirement System (PERS). Please accept my apoalogy for the delay in
responding to you. We have been impacted by the large number of requests for January 1
estimates from members.

As an active member of PERS, you have purchased previous service for retirement credit.
You were previously ernployed with Montana State University. You received a lump sum .
distribution of your retirement account in 1994. You purchased your foustenn years. 11
rmonthy of refunded service:: The date of this employment was: January 1979 through

Novemnber 1993:* This service purchase is both membership service and service credit.

Subsequently, you request the cost to purchase service with the Optional Retirement
Program (ORP). Your ORP service was from December 1993 through February 20062
Upon completion of the service purchase for this ORP employment, you accrued 12 years
and 3 months of both membership service and service credity '

You are also currently involved in the cost to purchase five years of One for Five service.
One for Five servica is not membership service and cannot be used ta reach an early
retirement status. Please referance 19-3-513, MCA:

19-3-513. Application to purchase additional service. (1) Subject to 19-3-514, a member with
atleast S years of membership service may, at any ime before retirement, fils a written
application with the board to purchase 1 year of additional service credit for each 5 years of
membership service. - L

(2) To purchase this service credit under this section, a member shall pay the actuarial cost
of the servica credit, based on the system's most recent actuarial valuation.

(3) Servica credit purchased under this section is not membership service and may
not be used to qualify a member for service retirement.

When purchasing your refunded service from January 1979 — November 1993, you were |
required to repay the amount of your refund and the interest the funds would have accrued
had they remained on deposit with PERS:




I. Edward Sondeno
Page 2

Enclosed are the actuariai tables used to compute the cost of your ORP service and your
One For Five service. The compensation used to prepare the cost of your ORP service
was §$75,263.10. The cost to purchase any Other public service and One for Five service
was computed, using the compensation information received from the Teachers’ Retirement
System (enclosed) reflected as $73,989.99 for FY 05/06. Utilizing ten months of this salary
and two months of your compensation from SD#7 Bozeman was use in the computations
for vour ORP and One for Five service. :

The cost computation to purchase your ORP service and One for Five service is correct.
. The closer a member gets to retirement, the more expensive the cost becomes. '
Currently you have over 25 vears of service credit. When vousretire: you will receive s> - -
monthly: benefit based on 2%: of your highest average.compensation. In order to receive the
Guaranteed Annual Benefit Adjustment, (GABA), vou must be retired for 12 months. The
3% GABA increase is then received with the next January benefit payment. For example,_
you refife on June 30, 2009, vou would be retired fro 12 months on July 1, 2010, and your?
first GABA increase would become effective with the January 201 1 benefit payment. ;

A new annual statement will be generated and mailed directly to your home address. The
data base manager who performs this function is currently out of the office. As soon as
possible when she returns, the statement will be mailed. | anticipate her return next week.
if you havé any questions, please feel free to contact me at any time.

Sincerealy,

a{; F koo

Kim Flatow '
Mambear Sarvires Rureag Chiaf
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2age: 1 Document Name: untitled

IMPR1080 MONTANA PERA USER = CV0304

E COMPENSATION INQUIRY 12/13/2006
RET SYS: 01 MEMB ID: YN NAME: SONDENO I EDWARD

FISCAL YEARS PLAN ELECTED: DB

MONTHS 2002 2003 . 2004 2005 2006 2007
JUL 7421.06
AUG ' 7421.06
SEP . 7421.06
OCT 7421.06
NOV 7421.05
DEC
JAN
FEB :
MAR : 6849.97
APR 6849.97
MAY 6949.97
JUN 6849.97
TOTALS : 27399.88 37105.29
STARTING DATE FOR 36 MONTH RANGE: TOTAL FOR RANGE:
HIGHEST 36 MONTH RANGE STARTS : 12 2003 TOTAL FOR RANGE: 64,505.17

ENTER=RETURN, PF7=BKWD, PF8=FWD, PF10=DREV MENU, PF12=CALC, CLEAR=LEAVE APPN
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Wages/prd Next Data Work Ex Contrb Hx 3asic 1 Ingquiry Menu List

TES40 Montana Teachers' Retirement System 06/02/2008
RTEEO2D Wages and Contributions (By Fiscal Year) 12:27
Member 35N WENNENEER 3ONDENO, IVER E TIAACRER

Fisc Actual EPU|Regqular Add'1l Totall| Jerv TIAA
Year Wages| Contrib|Comtzik| Contrib Contrib|{ Interest| yrs| Wages
05/06 .00 .00 .00 .00 .00 00} .00|73989.95
@4/05 .00 .00 .00 .00 .00 -00| .00{64638.60
03/04 .00 .00 .00 .00 .00 -00] .00(64388,64
0z2/03 +Qa .00 + Q0 .00 .00 .00| .00/63514.04
gr/02 . Q0 00 .30 .00 ] .00] .00[80615. 048
00/01 .QQ .00 00 .00 .00 -00] .00{58315.56
843/00 .00 .00 .00 .00 -00 -C0| .00(57788.81
5389/99 .00 .00 .00 . G0 - 040 00! .00(54946.71
87/38 .00 -00 .00 .00 .00 .00] .00({53293,23
96/87 00 .00 .00 .00 .00 -00] .00150200.26
95/96 00} .00 .00 .00 .00 .00] .00|47204.43
94/35 .00 .00 .00 .00 .ao0 .00 .00]44865.00
93/94 .40 .00 .0t .00 .Qd0 -00) .00 25666.69
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F] 3 4 5 6 T []
0.271| 0.407] 0.543| .680] QAL 0.955] 5095
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1711
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<]

™

&.l68
59711 6147
5401 5603] 5T see2

5,795

278 24252877 2,729 2,380 3.022[ 1183|3335} 1,487 .638[ 42451 4.414| 4.584

3

0000 0.146] 0.293] 04391 0.585] 8.733 | 0.078] 1.024] 1.170| 1.917) 1463 1.502] 1048 3,195 1. 341[ 2,067 3.633] 2,780 2,926 3.073] 3,219 3.3651 3517 4.099| 4361|443 $344] 5408|3572 5735

6,000 0,141 | 6.282| 04231 0.564| 0.705] b.845] 0.787| 1.128] 1.263] LA10] LISL| 1.652] 1.833] .974| 21131 2.256| 2 397| 2338] 2.679| 2.920] 2.961] 3.102] 3,243} 1384 w_a.a__ TA06]4.264) 4 422} 4 975] 1.107] 4885|3053 S2LE| 3389 S527

75| 0.000| 0.136] 0.271| 0.407] 0.543| 0.678] 0.814] 0.950] 1.083] 1.221] 1 356] LA%2| 1.628| L.763] 1.899| 2.035] 2.170] 2,306 | 1042 [2.577| 2.713| 2049 2.9%4| 3,120y 2.255] 3.798 3254|4906 1.303] 4710 4863 30L3| 3.065 5917
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78] 0.000| 0.1 7] D239 0.359] 0.478{ 0,598 | 0.717| 0437} 0.056] 1.07€ T435) .54 | [.674] 1.793] 1.913] 2.033| w152 2.372[ 2391 | 2.511| 2.638| 2.750| 2.869| 3.348| 3.482¢ 1.616| 3.749] 1883] 1. . 42851 4419 4381 agar
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e
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TIMOTHY C.FOX :

Montana Attorney General RE@ EEVE D
MICHAEL G. BLACK JUN 1

J. STUART SEGREST U6 20
Assistant Attorneys General BROWNTNG, KALECZYG,
215 North Sanders BERRY & HOVEN, po

P.0. Box 201401

Helena, MT 59620-1401

mblack2@mt.gov

ssegrest@mt.gov

Phone: (406) 444-2026, Fax: (406) 444-3549

COUNSEL FOR DEFENDANTS

MONTANA FIRST JUDICIAL DISTRICT COURT
LEWIS AND CLARK COUNTY

ASSOCIATION OF MONTANA RETIRED

PUBLIC EMPLOYEES, RUSSELL WRIGG,
MARLYS HURLBERT, CAROLE CAREY,

. EDWARD SONDENO,

Plaintiffs,

Cause No. CDV-2013-788

DEFENDANTS’ RESPONSE
TO PLAINTIFFS’ FIRST SET
OF DISCOVERY REQUESTS

V.

STATE OF MONTANA, MONTANA PUBLIC
EMPLOYEE RETIREMENT
ADMINISTRATION, PUBLIC EMPLOYLEE
RETIREMENT BOARID, GOVERNOR
STEVE BULLOCK, in his official capacity,

Defendants,

)
)
)
)
)
)
)
)
)
)
)
)
)

REQUEST FOR ADMISSION NQ. 1: Please admit that HB 454 of the 2013

Legislative Session as originally introduced did not reduce the Guaranteed Annual
Benefit Adjustment (“GABA™).

RESPONSE: Admit.

DEFENDANTS' RESPONSE TO PLAINTIFFS' FIRST SET OF DISCOV




RESPONSE: Admit that Mont. Code Ann. § 19-3-2106 states “[e]mployces
choosing the defined contribution plan or the university system retirement program
pursuant to this part do not have a contract right to the specific terms and conditions
specified in statute on the date the employee’s choice becomes eftective.”

REQUEST FOR ADMISSION NO. 26: Please admit the Montana Legislature

has not limited the contract rights of members of the defined benefit plan as it has for
others in Mont. Code Ann. § 19-3-2106.

RESPONSE: Objection, the phrase “limited the contract rights™ is vague and
ambiguous. Without waving the objection, deny.

REQUEST FOR ADMISSION NO. 27: Please admit that the Legislature could

have enacted a similar limited contract right as it did in Mont. Code Ann. § 19-3-2106
applicable to the members of the defined benefit PERS plan, but has not dong so.

RESPONSE: Objection, vague and ambiguous and calls for speculation. Without
waving the objection, deny.

REQUEST FOR ADMISSION NO. 28: Please admit the information in the

Affidavit of {. Edward Sondeno, attached as Exhibit B, is true, accurate, and correct.
RESPONSE: The State adinits the facts set forth in paragraphs 1,2,3.4,5,7
and 10 of the Affidavit.
As to paragraph 6 of the Affidavit, the State has insufticient information to
determine what “became obvious” to Mr. Sondeno, and therefore denies the same. The
State admits the remainder of paragraph 6 of the Affidavit.

DEFENDANTS' RESPONSE TO PLAINTIFFS’ FIRST SET OF DISCOVERY REQUESTS
Page 9 of 29




TIMOTHY €. FOX '

Montana Attorney General R E@ E E VE D
MICHAEL G. BLACK N 1

J. STUART SEGREST LG 20
Assistant Attorneys General BROWNING, KALECZYC
215 North Sanders BERRY & HOVEN, pc

P.O. Box 201401

Eetena, MT 59620-1401

mblack2@mt.gov

ssegrest@mt.gov

Phone: (406) 444-2026, Fax: (406) 444-3549

COUNSEL FOR DEFENDANTS

MONTANA FIRST JUDICIAL DISTRICT COURT
LEWIS AND CLARK COUNTY

ASSOCIATION OF MONTANA RETIRED } Cause No, CDV-2013-788

PUBLIC EMPLOYEES, RUSSELL WRIGG, )

MARLYS HURLBERT, CAROLE CAREY, } DEFENDANTS’ RESPONSE

I. EDWARD SONDENO, } TO PLAINTIFFS’ FIRST SET
Plaintiffs, Yy OF DISCOVERY REQUESTS

v.

STATE OF MONTANA, MONTANA PUBLIC
EMPLOYEE RETIREMENT
ADMINISTRATION, PUBLIC EMPLOYEE
RETIREMENT BOARD, GOVERNOR
STEVE BULLOCK, in his official capacity,

Detendants.

Rl

REQUEST FOR ADMISSION NQ. 1: Please admit that HB 454 of the 2013

Legislative Session as originally introduced did not reduce the Guaranteed Annual
Benefit Adjustment (“GABA™).

RESPONSE: Admit.

EXHIBIT

DEFENDANTS’ RESPONSE TO PLAINTIFES' FIRST SET OF DISCOVE




REQUEST FOR ADMISSION NQ. 12: Please admit that House Bill 632 did

not pass the 2011 Legislature.
RESPONSE: Admit.

REQUEST FOR ADMISSION NO, 13: Please admit that House Bili 382 did

not pass the 2013 Legislature.
RESPONSE: Admit,

REQUEST FOR ADMISSION NO. 14: Please admit that at various times {rom

2001 to 2013 the Montana Public Employee Retirement Administration ("MPERA") and
its employees through retirement trainings, helplines, benefit estimates, employee
handbooks, among other things, informed PERS members and retir¢es that were
employed prior to June 30, 2007, that they would receive a 3% GABA,

RESPONSE: Admit.

REQUEST FOR ADMISSION NO. 15: Please admit that at various times from

2001 to 2013 the Montana Public Employee Retirement Board ("PERB") and its
employees through retirement trainings, helplines, benefit estimates, employee
handbooks, among other things, informed PERS members and retirees that were
employed prior to June 30, 2007, that they would reccive a 3% GABA.

RESPONSE: Admit, with qualifications. PERDB does not directly put on
retirement trainings, cte,, but MPERA has informed members they would receive a 3%

adjustment on behalf of PERB.

DEFENDANTS' RESPONSE TO PLAINTIFFS' FIRST SET OF DISCOVERY REQUESTS
Page 5 of 29
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Assistant Attorneys General BROWNING, RALECZY
215 North Sanders BERRY & HOVEN, pc

P.O. Box 201401

Helena, MT 59620-1401

mblack2@mt.gov

ssegrest@mt.gov

Phone: (406) 444-2026, Fax: (406) 444-3549

COUNSEL FOR DEFENDANTS

MONTANA FIRST JUDICIAL DISTRICT COURT
LEWIS AND CLARK COUNTY

ASSOCIATION OF MONTANA RETIRED Cause No. CDV-2013-788
PUBLIC EMPLOYEES, RUSSELL WRIGG,
MARLYS HURLBERT, CAROLE CAREY,

I. EDWARD SONDENO,
Plaintif¥s,

DEFENDANTS' RESPONSE
TO PLAINTIFFS’ FIRST SET
OF DISCOVERY REQUESTS

V.

STATE OF MONTANA, MONTANA PUBLIC
EMPLOYEL RETIREMENT
ADMINISTRATION, PUBLIC EMPLOYER
RETIREMENT BOARD, GOVERNOR
STEVE BULLOCK, in his official capacity,

Defendants.

j
)
)
)
)
)
)
)
)
)
)
)
)

REQUEST FOR ADMISSION NO. 1: Please admit that B 434 of the 2013

Legislative Session as originally introduced did not reduce the Guaranteed Annual
Benefit Adjustment ("GABA™).

RESPONSE: Admit.

DEFENDANTS' RESPONSE TO PLAINTIFFS' FIRST SET OF DISCOVEN




ANSWER: Objection, this interrogatory is overly broad, vague, and unduly
burdensome because it does not identify a subject that may have considered alternatives
(alternatives considered by whom?) and does not contain a time period, Additionally
why certain alternatives were not implemented, when ascertainable, is a matter of
legislative record, as accessible to Plaintiffs as to Defendants, and are available to
Plaintiffs pursuant to Mont, R. Civ. P. 33(d).

Without waiving the objection, potentially responsive bills and measures proposed
in 2011 and 2013 offering alternatives include:

1B 383 (2013) and HB 632 (2011); HB 338 (2013); SB 333 (2013); HB 122
(2011),

REQUEST FOR PRODUCTION NQ. 15: Please produce all training

materials, emaiis, presentation outlines and documents of any kind including
electronically stored information, where you represent that any state, county, or local
government employee will be eligible to receive a 3% GABA.

RESPONSE: See MPERA documents referencing the 3% GABA on the attached
CD and attached VHS Cassette. Emails are generally only retained by MPERA for 30
days. Most emails referencing a 3% GABA would be significantly older. Those that
were located after a reasonable sf:arch was conducted are included on the CD.

REQUEST FOR PRODUCTION NO. 16: Please produce all records, and

documents of any kind where you discuss in any manner a state, county, or local
governinent employee being eligible to receive a 3% GABA.

RESPONSE: See documents on the attached CD and attached VHS Cassette.

DEFENDANTS' RESPONSE TO PLAINTIFFS® FIRST SET OF DISCOVERY REQUESTS
Page 26 of 2¥




For Active
Members, Employers
and
Legislators

January 2007
i e

: very legislative session, numerous bills are introduced {or
J 4 rumored to be introduced) that affect the retirement systems
administered by the Montana Public Employees’ Retirement Board
(Board) and the Montana Public Employee Retirernent Administration
(MPERA). This 2007 Legislative Session will be nio different. The
purpose of this newsletter is to inform our members and employers
of the bills proposed by the Board and some of the retirement bills
proposed by other parties.

Circumnstances change frequently and rapidly throughout the course
of any legislative session. This means that it’s never over untl it's over.
Current proposed bills may or may not become law. Regardless, the
Board and MPERA will monitor and assess all proposed bils affecting
retirement and work to safeguard and maintain or improve rour retire-
ment plans and futures.

Anyone interested in tracking retirement-related bills or taking an
active role advocating for retirement issues may want to visit
http://laws legmt.gov/ pls/laws07 /1aw(203w§ startup. =

——

YOUR RETIREMENT BENEFITS ARE A PROTECTED CONTRACT R!GHT.
PROPOSED BENEFIT CHANGES WILL BE FOR NEW MEMBERS OM:.Y.

__..———l"--—_'-
 Inside this issue . . .
2007 Legislative Session - What May Be In Store?........... i FReriremem Bills Offer Funding Options.............. i 3
Proposed Bills Inpact - Public Employers ... 2 ‘Furrher Information................ oo 3

Proposed Bills Impact - Defined Benefit Members ... 2 E Defined Contribution Retirement Plan Loan- [C0286 .. 4




[Date]

[First name Mi Last name)
[Address 1]
[Address 2]
[Address 3]
[Address 4]

RE: [Retirement Number] Option # 1
Dear [First name Mi Last name:]

Your net payment in the amount of [$Warrant Amount] is being sent directly from the Department of -
Administration, This payment represents your retirement benefit for [Benefit Date,] which includes any
retroactive adjustments and authorized tax or insurance deductions. Your effective date is [Retirement Date.}
Your gross monthly benefit is [Gross Benefit.]

You will receive your gross monthly retirement benefit for your lifetime: This benefit will increase by 3%
each January after you have been retired forone year, in accordance with the Guaranteed Annual Benefit:
Adjustment (GABA). Authorized deductions for insurance or taxes will decrease this payment amount.
Upon your passing, any remaining batance of your accumulated contributions will be paid to your
beneficiary in a lump sum.

Your retirement benefit was calculated using the benefit structure and actuarial factors currently in effect.
Should these factors change as a result of a pending lawsuit or other action, your retirement benefit might
change accordingly.

Before returning to PERS-covered employment there must be a 30-day break in service and you must
. accept your first retirement benefit,

If you return to PERS-covered employment, your employer must report the hours worked and YOur gross
wages earnied to MPERA monthly. You may return to PERS-covered employment for up to 960 hours in
any calendar year. If you exceed the 960 hours, your monthly benefit will be reduced $1 for each §1
camed. If you are 65 years of age or older, you are subject to either the 960 hour limitation or you may earn
{in any calendar year) an amount that, when added to your annuat retirement benefit, does not exceed your
annual highest average compensation (adjusted each January for inflation) whichever provides the greater
camings. If you are age 70 1/2, there are no earnings limitations.

If we can be of assistance, contact our office. Please use your retirement number, referenced above, on any
correspondence regarding your retirement benefit. The benefits are disbursed the last working day of
each month, :

[MPERA I Name] [MPERA 2 Name]
[MPERA 1 Dept.] [MPERA 2 Dept.]
[MPERA 1 Phone] (MPERA 2 Phone]

FARETIREES\Overinys\Overley OPT 1 FinalBenefitLetterALL doc REV 32007



[Date]

[First name Mi Last name)
- [Address 1]
[Address 2]
[Address 3]
[Address 4]

RE: [Retirement Number] Option # 2
Dear [First name Mi Last name: |

Your net payment in the amount of [$Warrant Amount] is being sent directly from the Department of
Administration, This payment represents your retirement benefit for [Benefit Date,] which includes any
retroactive adjustments and authorized tax or insurance deductions, Your effective date is [Retirement Date.]
Your gross monthly benefit is {Gross Benefit.]

You will receive your gross monthly retirement benefit for your lifetime. This benefit will increase by 3%
each January after you have been retired for one year, in accordance with the Guaranteed Annual Benefit
Adjustment (GABA). Authorized deductions for insurance or taxes will decrease this payment amount.
Upon your passing, the same monthly payment will continue to your contingent annuitant for as long as he
or she lives. You may be able to revert to an Option #1 payment if (a) your contingent annuitant predeceases
you or (b) you and your contingent antivitant divorce, Contact our office for the proper paperwork. This
change must oceur within 18 months of the event.

Your retirement benefit was calculated using the benefit structure and actuarial factors currently in effect.
Should these factors change as a result of a pending lawsuit or other action, your retirement benefit mi ght
change accordingly,

Before returning to PERS-covered employment there must be a 30-day break in service and you must
accept your first retirement benefit.

If you return to PERS-covered employment, you must report the hours worked and your gross wages earned
to MPERA monthly, You may return to PERS-covered employment for up to 960 hours in any calendar
year. If you exceed the 960 hours, your monthly benefit will be reduced §1 for each $1 earned. [f you are
65 years of age or older, you are subject to either the 960 hour limitation or you may earn (in any calendar
year) an amount that, when added to your annua retirement benefit, does not exceed your annual hi ghest
average compensation (adjusted each January for inflation) whichever provides the greater earnings, If you
are age 70 1/2, or work for a non-PERS employer, there are no earnings limitations.

If we can be of assistance, contact our office, Please use your retirement number, referenced above, on any
correspondence regarding your retirement benefit. The benefits are disbursed the last working day of
each month,

{MPERA 1 Name] [MPERA 2 Name]
[MPERA I Dept.] [MPERA 2 Dept.)
[MPERA 1 Phone) {MPERA 2 Phone}

FARETIREES\Overlays\Overlay_OPT 2 FinalBenefitLetterALL. doc REY 32007



[D.ate]

[First name Mi Last name]
[Address 1]
[Address 2]
[Address 3]
[Address 4]

RE: [Retirement Number] Option # 3
Dear [First name Mi Last name:]

Your net payment in the amount of [§Warrant Amount] is being sent directly from the Department of
Admtinistration, This payment represents your retirement benefit for [Benefit Date,] which includes any
retroactive adjustments and authorized tax or insurance deductions. Your effective date is [Retirement Date.}
Your gross monthly benefit is [Gross Benefit.]

You will receive your gross monthiy retirement benefit for your lifetime. This benefit will increase by 3%
each January after you have been retired for one year, in accordance with the Guaranteed Annual Benefit
Adjustment (GABA). Authorized deductions for insurance or taxes will decrease this payment amount.
Upon your passing, one-half (1/2) of this monthly benefit will continue to your contingent annuitant
(beneficiary) for as long as he or she lives. You may be able to revert to an option #1 payment if (a) your
contingent annuitant predeceases you or (b) you and your contingent annuitant divorce. Contact our office
for the proper paperwork, This change must occur within |8 months of the event.

Your retirement benefit was calculated using the benefit structure and actuarial factors currently in effect,
Should these factors change as a result of a pending lawsuit or other action, your retirement benefit might
change accordingly.

Before returning to PERS-covered employment there must be a 30-day break in service and you must
accept your first retirement benefit.

If you return to PERS-covered employment, you must report the hours worked and your gross wages earned
to MPERA monthly. You may return to PERS-covered employment for up to 960 hours in any calendar
year. If you exceed the 960 hours, your monthly benefit will be reduced $1 for each $1 earned. If you are
63 years of age or older, you are subject to either the 960 hour limitation or you may eam (in any calendar
year) an amount that, when added to your annual retirement benefit, does not exceed your annual highest
average compensation (adjusted each January for inflation) whichever provides the greater eamings. If you
are age 70 1/2, or work for a non-PERS employer, there are no earmnings limitations,

If we can be of assistance, contact our office. Please use your retirement number, referenced above, on any
correspondence regarding your retirement benefit. The benefits are disbursed the last working day of
cack month.

[MPERA 1 Name] [MPERA 2 Name]
[MPERA 1 Dept.] [MPERA 2 Dept:}

[MPERA 1 Phone} [MPERA 2 Phore]

FARETIREES\OverlaysiOvertay_OPT 3 FinatBenefitLetter ALL doc REY 032007



THE CHOICE IS YOURS...
THE TIME iS NOw!

EMPLOYEE WORKSHOP
Montana Public Employees’
Retiroment System

Montana Public Employees’
Retirement Board

* 7 members appointed by the
Governor .

+-* Authority to provide retirement plans
to public employees across the State

* Trustoes and fiduciaries

Montana Public Employee
Retirema_nt Administration

« Staff to the Montana Public Employses'.
- Retiroment Board
* Day-to-day administration of aight separate any
distinet retirement systems: ) :
=~ Municipsi Pallcs Offftaers
-= Game Waniins' & Peace Officers
" = Sherifts .
~ Judges . )
= Highway Patrol Cificers
= Firnfighters* ~
- Voluntesr Firefightere' : ) .
* Pubiic Employeay’. Retirement Systern (PERS)

3




Defined Benefit Retirement Plan
Guarantees

* Guaranteed Lifetime
Hetirement Income

- GABA

Defined Benefit Retirement
Plan Formula

Benefit Based cn a Formula:

Factor
1.78E7% or 2.0%)

X
- Highest Average Compensation
_ X
- Service Credit

Membership Service

* + Datarmine yesting _
* Vesting entittes members to lifetime
.. monthly benefit {when efigible) = - -

* Vastad at5 years of membership service
* 1 month of membership service earmed for

any hours reportad during any given
month .




THE CHOICE IS YOURS...
THE TIME IS NOW!

EMPLOYEE WORKSHOP
Moatana Public Employees’
' Reticement Systemn . .

' Montana Public Employee
Retirement Administration
* Staff o the My Public Employees’ Reti
‘Board -
Day-tp-day adminigtration of cight separate and distinct
reticement syaters; - :
~ Musicipai Pobice Officens - .. . -
- Game Wardens' i Penen Officeny -
— Shenif o
- Judges
— ‘Highway Patrol Officery
irefighrery’

-

~ Fi
~ Volwntewr Pinfighrom® . .

‘Montana Public Employees’
Retirement Board

* 7members appointed by the Governor

. Authuritytq'provide i'et'ixen_xenfplans ip -
public employees across the State’

e -'Tmst&es md fiduciaries




Defined Benefit Retirement Plan
Contributions

o

The Pension Trust Fund

* Employee and Employer contributions cover:
— Current service & catly retirement besefin
- Currem disability benebia
— Future bencfits
= Administrative costa

« luvesrment mansgement conts

Educadon Trust Fund
~ 4% of employet comribunons

Defined Benefit Retitement Plan
Guarantees

+ Guaranteed Liferime
Retirement Income

s GABA




MPERA
“PERS Steps to
Retirement”

- Montana Public Employee
Retirement Administration

* Staff to the Montana Fublic Employaes’
Retirament Board
* Day-to-day sdministration of elght separete ang .
- distinct retiremant systems; e s
— Municipal Folice Officers o
= Game Wardans' & Pasce Officers
Sherifrs

= Judges .
= Highway Pxirol Officers
= Firsfightere* . .
"= Voluntewr Firefiphters I Lo
Pubils Employsas’ Retimment Syshm'{PEBS) )
: -.-_za,znmuumuoym,mu,mmnwf g

'MPERA:

* 1-877-275-7372 (Toll-Free)
* 444-3154 (Helena)

'+ Kathy Samson 444-2996 - FF .

 * Joel Thompson 444-0199 " 7=,

o -_:ivww.mpérg;mt.gbv' ' '




Other Retirement Plans

* Individual Retirement A ccounts (IRA)
— Traditional Deductible
—~ Traditional Nondeductible
- Roth
* Section 403 (b) Tax Sheitered Annnities
* Section 457 Deferred Compensation Plans
= How many of you are participating?

Defined Benefit Retirement Plan
' Contributions

Defined Benefit Retirement Pian
- Guarantees:,

. Retirementincome.




| MONTANA

D | PUBLIC EMPLOYEES’

| RETIREMENT SYSTEM
|

| MEMBER HANDBOOK
j;
| 3

e

SR B o

October 2001

- PUBLIC EMPLOYEES' RETIREMENT BOARD
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THEPOWERTO.
CONTROL YOUR FUTURE

DBRP

Defined Benefit
Retirement Plan.

Defined Contribution -
Retirement Plan




Guaranteed Annual Benefit Adjustment

Whether you retire with a service retirement, an early retirement, or
a monthly purchase benefit, you are eligible for the Guaranteed
Annual Benefit Adjustment (GABA). The GABA ensures a 3%
increase in your benefit from the previous year. . Other events that
increase your benefit will reduce the GABA but your total increase
will still be at least 3%.
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Companion THE CHOICE IS YOURS,
p . Booklet THE TIME IS NOW!

§ THEPOWERTO ._
; CONTROL YOUR FUTURE




Guaranteed Annual Benefit
Adjustment (GABA)

VWhether you retire with a service retirement or an
early retirement benefit, you are eligible for the
Guaranteed Annual Benefi it Adjustment (GABA). The
GABA ensures a 3% increase in your benefit checks
from the previous year.

Guaranteed Annual Benefit Adjustment (GABA):

*  Ensures a 3% annual increase
*  Eligible after 12 months of benefits
*  Effective with the following January 1= benefit
= Applies to;
- Sarvice retirement henefits
— Early retirement benefits
- Disability benefits
—~  Survivorship benefits

You must receive your retirement benefit for 12
months before you become eligible for the GABA.
Once eligible, you will recsive your first increase in
your following January payment.

For example, ifa participant retired on October 1.
2001, she would become eligible for the GABA on
October 1, 2002. She would receive her first GABA
with her January 2003 benefit payment.

In addition to service and sarly retirement, GABA also
applies to disabifity and survivor benefits. That means
that if you provide a survivor benefit and you die first,
your survivor will receive the GABA foriife.

The GABA is not tied to inflation, but gives you and
your family some inflation protection!

Five Year Vesting

* You are vested in your Defined Benefit Retirement
Plan when you complete five years of membership
service. “Vested” means that you are guarantesd a
retirement benefit when you meet the age and service
requirements for service retirement or early retirement
previausly described. Once vested, you are also
eligible for disability retirement.

If you terminate your employment before you are
vested, you may receive a refund of only your account
balance. Your account balance consists of your
contributions and interest. it does not includa your
employer's contributions.

Remember:

means.you have: e nght'
a fetime.cash o

40

Ver. 2/20/02 « 4%
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Guaranteed Annual Benefit Adjustment (GABA)

Whether you retire with a service retirement or an early retirement benefit, you
are eligible for the Guaranteed Annuat Benefit Adjustment (GABA). The GABA-
ensures a 3% increas_e in your benefit from the previous year:

* Eligible after 12 months of benefits
*  Effective with the following January 1** benefit
* Ensuwres a 3% annual increase: -
s Applies to; T '
o Service retirement benefits
o Early retirement benefits
o Disability benefits
o Survivorship benefits

——

[ The GABA is not tied to inflation, but gi#es you and-your family same. inflation:
protection! S _ T e ]

L

Five Year Vesting

* You are vested when you com plete five
years of membership service.

* "Vested” means that you are guaranteed a
retirement benefit when you meet the age
and service requirements for early or service
retirement.

¢ Once vested, you may aiso be eligible for
disability retirement,

Remember:

Vesting in the Defined Benefit Retirement Plan means you have the:
right to a benefit.. The benefit is a lifetime cash flow in the form of
manthly retirement payments.

§ PageB




MONTANA

PUBLIC EMPLOYEES’
RETIREMENT SYSTEM MEMBER
HANDBOOK

!
b

JULY 2004
PUBLIC EMPLOYEES’ RETIREMENT BOARD




2. Benefit Increases

The Guaranteed Annual Benefit Adjustment (GABA) wilt increase
your retirement benefit every year if you are eligible.

GABA

The GABA insures an-increase of ‘three' percent over the previous
year” Other events which increase your. benefit will reduce the
amount you get from the GABA. If the other increases are three

percent or mote, then you will get no increase from GABA.
(§§19-2-1101 and 19-3-1605, MCA)

‘The GABA applies to:

* Service Retitement Benefit

* Harly Retitement Benefit
Disability Retitement Benefi
* Survivorship Benefit

[t also applies o recipients, other than members, such as contingent
annuitants and survivors. It does not apply to a person receiving the
tump-sam death payment as an annuity,

Eligibility for GABA Benefits

You must meet some conditions before you will get a raise under
the GABA. First, you must receive your benefit for at least 12
months. Fot example, if you retired on July 1, 2004, you will meet
the 12-manth requirement on July 1, 2005. You will receive your
tirst GABA increase beginning with your January 1, 2006, benefit as
exphined on the nexe page.

5t




AFFIDAVIT
OF
STEVE GARRISON

STATE OF MONTANA )
. 85,

County of Lewis and Clark )
The undersigned, under oath, does hereby swear or affirm:

l. My name is Steve Garrison. I reside at 1361 Bighorn Road, Helena, Montana.

2. @ am aretired public employee and member of the: Association of Montana Retired
Public Employees.

3. Exhibit A is a true and correct copy of the letter I received after retiring from the
State from the Montana Public Employee Retirement Administration on or about

March 26, 2009 relating to the amount of my retirement benefit.

Further Atfiant Sayeth Not.

DATED this 4™ day of September, 2014.

On this 4™ day of September 2014, before me, the undersigned, a Notary Public in and
for the State of Montana, personally appeared Steve Garrison known to me to be the person

whose name is subscribed to the foregoing instrument and acknowledged to me that she
executed the same.

In witness whereof, I have hereunto set my hand and affixed my notarial seal on the day

and year first above written.
.! ..
\ W’}’ (/ N/

NOTARY PUBLIC FOR'THE STATE OF MONTANA

AMBER G. CARLSON
KOTARY PUBLIC for the

"3 (Notasightsent) i Printed Name: _ Amber & Cavisin
by g endngatiidena Monana | pogidingat:  Hefema , pT
é;'-'g?l W iﬁg‘ﬂi‘;&"’;gfg es i My Commission Expires Aag. Ly, 2O/

EXHIBIT

2l




MONTANA PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION
100 North Park Avenue, Suite 200 — PO BOX 200131
HELEMA MT 59520-0131
(406) 444-3154 or toll free (877) 2757372

March 26, 2009

STEPHEN F GARRISON
6 POREST PARK DR
CLANCY MT 59634

re: R ‘- Option 2

Dear STEPHEN F GARRISON:.

Your net payment in the amount of - is being sent directly from the Department of g
Admunistration. This payment represents your retirement benefit for Mar 2009, which includes any
retroactive adjustments and authorized tax or insurance deductions. Your effective date iz
January 61, 2009, Your gross monthly benefit is

You will receive your gross monthly retirement benefit for your lifetime. This benefit will inerease by 3%
each January afler you have been yetired for one year, iti accordance with the Guaranteed Annual Benedfit
Adjustment (GABA). Authorized deductions for insurance or faxes will decrease this payment amount.
Upon your passing, the same monthly payment will continue to vour contingent annuitant for as long as he
-or she-lives. You may be able to revert to an Option #1 payment if {a) your contingent annuitant
predecenses you or {b) you and your contingent annuitant divorce. Contact our office for the proper
paperwork. This change must decur within. 18. months of the event.

Your retivement benefit was caleulated usin
Should these factors change as a result of a
change actordingly.

g the benefit strueture and actuarial factors currently’in effect.
pending lawsuit or other action, your retirement benefit might

Before returning to PERS-covered employment there must be o 30-

[ day break in service and you
must aecept your first retirement bernefit,

If'you return to PERS-covered employment, you must report the hours worked and your gross wages
carned to MPERA monthly. You may return to PERS-covered employment for up to 969 hours in any
calendar year. If you excee%i the 960 hours, your monthly benefit will be reduced $1 for sach FL earned,
If you are 65 years of age or older, you are subject to either the 960 hour Lnntahion or you may earn {in
any calendar year) an amount that, when added to your annual retirement benefit, does not exceed your
annual highest average compensation {adjusted each Jannary for inflation) which ever provides the greater
earnings. If you are age 70%, or work for a non-PERS employer, there are no earnings limitations,

If we can be of assistance, contact our office. Please use your retirement number, referenced ahove, on

any correspondence regarding your retirement benefit. The benefits are disbursed the last working day
of each month. \ '

Donna Comax

Terry Dalton-
Retiree Database Manager Retiree Database Assistant
(408) 444-5455 {408) 444.5451

EXHIBIT




AFFIDAVIT OF
MICHAEL J. ’CONNOR

STATE OF MONTANA )
;88
County of Lewis and Clark )

The undersigned, under oath, does hereby swear or affirm:
1. My name is Mike O’Connor. [ reside at 661 N. Warren, Helena, Montana.

2. Tam aretired public employee and member of the Association of Montana Retired
Public Employees.

3. I'was employed as the Executive Director of the Montana Public Employee
Retirement Administration from 1996 to 2005.

4. After June 30 of each year, MPERA would send each PERS member an annual
statement containing current information about their retirement plan.

5. Exhibit A to this Affidavit is a true and correct copy of the Defined Benefit
Retirement Plan Annual Statement that I received from MPERA regarding my
retirement benefits on or about June 30, 2005.

Further Affiant Sayeth Net.

DATED this 4" day of September, 2014.

=y

By /L/ 144/ L. / —
Michael J. O’Connor

On this 4™ day of September 2014, before me, the undersigned, a Notary Public in and
for the State of Montana, personally appeared Michael J. O’ Connor known to me to be the
person whose name is subscribed to the foregoing instrument and acknowledged to me that he
executed the same.

[n witness whereof, I have hereunto set my hand and affixed my notarial seal on the day

and year first above written. Q/i j/ W’ %L/ W

NOTAR PUBLIC FOR'THE STATE OF MONTANA
(Notarial Seal) Printed Name: A’M ey & Car{Son

AMBER 0. CARLSON | Residing at: Helena; m7

ROTARY PUBLIC for the f My Commission Expires ﬁw(/ R, 20/

Btale of Montana ‘
{
i

Residing at Helana, Montans
My Commission Expiras
August 28, 2018

EXHIBIT
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MONTANA PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION
PO BOX 200131
HELENA MT 59620-9131

Defined Benefit Rofirement Pian. Annual Statement
As of June 30, 2005
Pablic Employees’ Retirement System (PEXS)
MICHAEL 4 O'CDNNOR

661 N WARREN ST
HELENA, MT B9661-3619 ’ ) :

Biscluimer: This statemaent iz for informational purposes only. Valuss shown are
ESTIMATES. Actual relirement eslentations: are based on records o file with the Board,
nod on the information on this statement. Shauld any information in this statement conflict

with statute or rufe, statute or rule will apply. Retiroment calculations uge actnarial fctors
currandly in effeck, If those fastors change, the estimates may zlso change,

While yousare employed in a PERS covered job, you must malte contributions to the PERS. When
your retire or terminate from that employment, you roay be eligible for a monthly benefit or refund.

Comparing Your Amount of Lifetime Benefit Initial
Contributions to the Your Value of Your BManthly
Value of Your Benefit] Contributions Retirement Bonefit

Your Required :
Contributions through $ - & _

ﬁf"iau torrminated on £ you terminated on
ar bal 3

n . e the stetameat helcre the stnteinent.
Total Cont of Service duta and your bouefit sl and yoor bepefit

Purchase Contracts sterted at age 60) tarted at age 60)
Upon Completion ; :

Il 'you eentinue
contributing until;

Age 50

Age 55

Age 680

S

L

* Bee Reverde for Detailed Explanation of Your Statement *

Bervice Credit:

Serviee Credit for Employment
Service Credit Purchased/Transferred
Servive Credit Purchases in Progress
Totai Years of Serviee Credit

yearg as of statement dats
years ag of statement date
vears when completed
years ag described

One for Five Bervice Purchased/in Progress . -years as of statement date

When you terminate your employment, instead of 4 manthly henefit for lifs, you may fpceive o hump-sum

refung of vnt nfributions plus interest. The rafund amount ps of June 30, 20058
was: .

Please chock all data on thiz statement carsbnlly. Jf yon find errors, meil a corvected copy to the MPERA,
Address corrections sheuld be given to your payroll cleck.

Altersative accessible formnts of this decument will ha provided upor request. Contact tlie MPERA,

BENEFICIARY INFORMATION - to update, submit mewbership card through yeur payroll cleck. "

EXHIBIT




UMDERSTANDING YOUR ANNUAL STATEMENT

Armount of Your Contributions

This column shows the following: the amount you have.cotitributed as of the statemoent date; the total cost
of your current servies purchase tontracts; and projections of your eontributiony if you cemplete current
survice purchase contrests and continee contributing until the three selected ages,**

The Lifetime Benefit Value of Your Retirement
This column shows the estimated value of the tetal benefit you will receive over the couwrse of your
Hifetime, nssuming you live en average number of vears, This amount is shown i two waysy
s your iotal lifetime henefit beginming af age 68, if you snpped contributing as of the statement
date, and if, at terminatisn, you have completed your service purchase contractis);
* your Zotal lifetime benefit if yoy continue contributing, complete your servien purchase contrantis),
~and retire at ofre of three selected ages. _ ' N
The lifetimne benefit is equal to the benefit you will receive vver an average lifetie, including a 3%
nnnugl benefit inerease ellowed by statute ** S

. Eutﬁ“tlltti!nfiu![HI:d_lulnnrl”!lt!nﬁll“uttiilef{l] .Sr:l?}E-a ‘F,;;-'."w]“Hl-j:g

6I%€-T0965 LW *YNII1IH
LS NIYuve N 199
YUNNOT.O  IEVHITH

0N LI VNR'EEH 201543
W ?ua;aﬁ P08 XOU Od
Be# jluuag NOLLVHLSINERAY INIWISILIY
| megaliesag g : HIAOTAWA OUTERL
R 952|381 05514 VYNVEINGIK

Tuitial Manihly Renefit
This coluran shows the initial mowthly benefit payment you will receive each month for life, (Alternetive
benefit payment options ta provide for others are avzilable to you at retirement.} The, amounts are
shown in two ways:
+-your initial monthly benefit beginning at age B9, if you stooped contributing us of the statement
date, and i, at termingtion, you have sompleted your service purchase conbract(s);
= your initial monthly berefit if you continue sontributing, complete your service purchase cuntract(s),
and retire at one of the three ages.™ : :

¥*\Note: Tha selary used to calonlate futtere - contributions.and denefite assumes a 1.5% annual solary
increqse, Lifetime bepafit values include the 3% guaranteed envinul benefit adiistment (GABA} paid
each danuary after you. Aate. been retired for 1 year. If you currently contribute to the PERS, your
service eredit is profected to refirement at the oges indicated, If yow are no longer éontributing,
your-contribubions and seruice credit ars nof projected past your termingtion date.

Service Credit

Your total yeers of service eradit include service sredit on file, ¢redit for comploted service purchases nnd
credit for service you nre in the process of purchasing. The service credit shown sssumes that you will
complete current service purchase conbracts. Une for five purchases are not inchuded in your total service.

Your benefit wili not he adversely affected by unfavorable invesiment returns. PERS -- not you
assumes the investment risk. Refer to your PERS handbaok for details on hew your bencfit iz
determined. The PERS also provides a disability and surviver henefit.
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