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Attomeys for Plaintiffs

ASSOCIATION OF MONTANA RETIRED
PUBLIC EMPLOYEES, RUSSELL WRIGG,
MARLYS HURLBERT, CAROLE CARTY, I.
EDWARD SONDENO,

Plaintiffs,

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

MONTANA FIRST JUDICIAL DISTRICT COURT. LEWIS AND CLARK COLTJTY

sEP - 5 2014

ATloitrlEY oEt{ gRAL^t OFfl rf,
iElEilA Ircil'AM

RECEIVED

Case No. DDV-2013-788

PLAINTIFFS' MOTION
FOR SUMMARY JUDGMENT

Defendants.

COMES NOW, Plaintiffs Association ofMontana Retired Public Employees, Russell

Wrigg, Marlys llurlbert, Carole Carey, and L Edward Sondeno, by and through their counsel of

record, Leo Berry, Chad E. Adams, and Jessie L. Luther ofthe law firm Brovr'ning, Kaleczyc,

Beuy & Hoven, P.C., and hereby submit this Motion for Summary Judgment. Pwsuant to

Montana Rule ofCivil Procedure 56, Plaintiffs move this Court to enter summary judgment in

their favor. A briefin support ofthis motion is filed concurently herewith.

PLAINTIFFS' MOTIONFORSUMMARYJUDGMENT l. 1291802/181.019
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DATED this 5th day ofSeptember, 2014.

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

Jessie L. Luther

Attorneys for Plaintif'fs

CERTIFICATE OF SERVICE

I hereby cefiify that on the 5'h day of September 2014 a true copy ofthe foregoing was
mailed by fi$t-class mail, postage prepaid, addressed as follows:

Timothy C. Fox
Michael G. Black
J. Stualt Segrest
Montana Attomey General
P.O. Box 201401
Helena, MT 59620-1401

By
erry

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

PL AIN IIFFs' MOTION FOR \UMMARY JI]DCMENT -2- 1292802183.019
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P.O. Box 1697
Helena, MT 59624
(406) 443-6820
(406) 443-6883 Facsimile
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Attorneys lor Plaintiffs

ASSOCIATION OF MONTANA RETIRED
PUBLIC EMPLOYEES, RUSSELL WRIGG,
MARLYS HURLBERT, CAROLE CAREY, I.
EDWARD SONDENO,

Plaintiffs,

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

PLAIN'TIFTS' BRIEF IN SUPPORTO[ MOTION FOR
SUMMARY JUDCMENT

Case No. DDV-2013-788

RECE[/ED

SFP-5 2014

^nus4emffiflFnor

MONTANA FIRST JUDICIAL DISTRICT COURT. LEWIS AND CLARK COLNTY

Delendants.

COMES NOW, Plaintiffs Association of Montana Retired Public Employees, Russell

Wrigg, Marlys Hurlbert, Carole Carey, and L Edward Sondeno (hereinaffer the "Retirees" or

"Plaintiffs"), by and though their counsel, Leo Beny, Chad E. Adams, and Jessie L. Luther, of

Browning, Kaleczyc, Berry & Hoven, P.C., and submit this Briefin Support ofPlaintiffs'

Motion for Summary Judgment. For the reasons stated herein, summaty judgment should be

granted for the Retirees and judgment entered against Defendants State of Montana, Moniana

Public Employee Retirement Administration, Public Employee Retirement Board, and Govemor

PLAINTIFFS' BRIEF IN SUPPORT
OF MOTION

FOR SUMMARY JUDGMENT

I' I122768 6/t8l0t9
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Steve Bullock, in his official capacity (hereinafter the "State" or "Defendants"), on the Retiree's

claim ofunconstitutional impairment ofcontact and taking ofprivate prope(y.

INTRODUCTION

Retirees' Complaint seeks to require the State to live up to its end ofthe 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 ofthe Public Employee

Retirement System ("PERS") defined benefit planr. Specifically, the State adopted a3%

Guaranteed Annual Benefit Adjustment ("GABA"). Retirees paid contributions into PERS p or

to retirement, relied upon the 3olo GABA in making decisions whether and when to retire, and

some purchased service credit which was valued by the State based upon a 30lo GABA. The

State repeatedly represented to its employees that they would rcceive a 3% GABA. However, by

enacting last minute amendments to HB 454 which took away the 3% GABA from Montana's

Retirees with no co[esponding increase ofany 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 camot be

trusted to meet its contactual obligations to its own public servants. Fortunately, the United

States and Montana Constitutions protect the Retirees' contacts 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 sonbactually-owed GABA ftom these Retirees

violate the Contract Clause ofthe Montana and United States Constitutions and result in an

unconstitutional taking under An. Il, $29 ofthe Montana Constitution. ln order to require the

State to live up to its contractual obligatiorN, 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 gnnted on December 20, 2013. Discovery closes on September 29, 2014.

' For purposes ofthis Motion for Summary Judgment, PERS refers ro the PERS defined benefit plan, untess
specifi cally stated otherwise.

PLAINTIFFS'BRIEF N SUPPORTOF MOTION FOR
SUMMARY.'UDGMENT

1122768 6/t8:1.019-2-
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Based on the undisputed facts, pursuant to Rule 56 ofthe Montana Rules of Civil

Procedure, Retirees are entitled to summary judgment on their claim lbr impairment ofcontract,

The issues to be addressed by the Cowt are legal issues involving interpretation ofthe law and

lbcts that are not disputed. The $disputed evidence shows no genuine issues ofmaterial fact

exist, thus, this Court should enterjudgment in favor ofthe Retirees. As demonstrated in this

brief, it is clear the State unconstitutionally impaired the Retirees' employment and.etirement

contracts by reducing the GABA.

STATEMENT OF UNDISPUTED FACTS

Please see the statement ofundisputed 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 unconstitutional

impaiment ofthe contract and a taking. The Montana Contmct Clause is a fundamental dght

found in the Declaration ofRightsi therefore strict scrutiny must be applied in analyzing this

claim. The State has the burden to prove that it had a compelling govemment interest and that

the law is narowly 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

sevenl available altematives to reducing the GABA that would not have infringed on

constitutionally protected rights. The resolution ofthis issue in the Retirees' favor will conclude

this case as it resolves all ofthe issues before the Court.z Resolution ofthe Contract Clause

claims in Plaintiffs' favor will render Plaintil'fs' othe. claims. with exceDtion ofthe claim for

attomeys' fees, moot.

I. SUMMARY JUDGEMXNT STANDARD.

Montana Rule ofCivil Procedure 56 governs this motion for summaryjudgment. The

purpose ofRule 56 is to "dispose ofthose actions which fail to raise a genuine issue of material

: Should the Court disagree and find ihat summaryjudgment is nor appropriate, there may be a.lditjonal summary
judgment motions filed on specific issues raised in th€ Rerirees' Complaint, such as rhe.,l for 5" service credit
purchase breach ofcontract and promissory €stoppeh claims under the Montana and U.S. Consnrurons.

PLAIN IFFS'BRIEF IN SUPPORT OF MOTION FOR
SUMMARYIUDCMENT

-l- 1322768 6483 Qt9
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fact, thereby eliminating the burden and expense of an unnecessary tiral." Morales v. Tuomi,

214 Motrl 4l9, 422, 693 P.2d 532, 534 (1985). Summaryjudgment 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 mate al 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[.]"

Rohli v Kelmenhagen, LLC,2009 MT 440, !l 7, 354 Mont. t33,227 P.3d,42. The initial burden

rests upon the movi[g party to show, viewing the factual evidence in a light most favorable to

the non-moving paty, that there is no genuine issue ofmaterial fact. See e.g., Royv. Blacldoot

Telephone Coop.,2004 MT 316, !T ll,324Mont.30, l0t P.3d 301.

Once the moving pa(y has met its buden, 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." Old Elky. Healthy Mothers, Healthy Babies, Inc.,

2003 MT 167, fl 15, 3 16 Mont. 320,73 P.3d'195i Roy, lJ I l. Evidence offered in opposition to

sunmaryJudgment "must be in propet form and conclusions of law will not suffice; the

prof'fered evidence must be matedal and ofa substantial nature, not fanciful, frivolous, gauzy or

merely suspicious." OldElk,ll16. Moreover, only admissible evidence can be considered in

determining whether genuine issues ofmaterial fact exist. See Trcutel v. Jacobs,240 Mont. 405.

408, 784 P.3d 9ls. 917 (l990).

A party opposing summary judgment "may llot 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(eX2).

II. REDUCTION OF THE GABA VIOLATES THE UNITED STATES AND
MONTANA CONSTITUTIONS.

A. Retirees seek a declaratory judgment that the HB 45,1 GABA reduction is
unconstitutional and ask the Court to p€rmanently enjoin the State from
implementing the GABA reduction,

PLAIN'IIFFS'BRIEF IN SUPPORTOF MOTION FOR
SUMMARYJUDCMENT
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Retirees' Complaint (C.D. # l) seeks a declaratory judgment wder Montana Code

Annotated $ 27-8-101 that section 5 ofHB 454 which reduces the GABA for curent rctirees and

employees is a violation ofthe Contract Clauses ofthe Montana and United States Constitutions

and is an unconstitutional taking. Retirees also seek a pemanent injunction baring the State

fiom implementirg the GABA reduction contained in HB 454.

The purpose ofthe Uniform Declaratory Judgments Act is to "settle and to afford relief

fiom uncertainty and insecurity with respect to rights, status and other legal relations." Mont.

Code Ann, $ 27-8-102. The Uniform Deciaratory Judgments Act confers on this Cout the

"power to declare rights, status and other legal relations whether or not further reliefis or could

be claimed." Mont. Code Ann, $ 27-8-101. It is well settled law in Montana that declaratory

procedure is appropriate to detemine a constitutional question or determine a constitutional

right. See e.9., MEA-MFT \'. McCulloch,2}l2vlT 211,366Mont.266,291 p.3d 1075;

McGilliway v. State, 1999 MT 3, 293 Mont. t9,972 P.2d 804; Bd. of Regents r. Judge, t6B

Mont.433, 543 P.2d,1323 (19'7r.

'Ihe United States and Montana Constitutions' Contact Clauses protect contracts

between private parties, and contracts between a p vate party and a government entity from

being impaired by any action ofa govemment entity. Mont. Const. Art. II, g 31; U,S. Const.,

Ar| I,$ 10. The Montana Supreme Court has held that the Montana and Federal Constitutions'

Co[tract Clauses have "been interpreted as interchangeable guarantees against legislation

impairing the obligation ofcontnct," making cases interpreting the Federal Contract Clause

instructive in the analysis ofMontana's Contract Clause. City of Bitlings t. County Water Dist.

of Billings He ights , 281 Mont. 219, 22'1 , 93 5 P .2d 246, 251 (qr.oting Carmi chael v. Wo*e$ '

Compensatiort Court,234 Mot\t. 410,414,763 p.2d. t122,I 125 (1984) (citations omitted)).

The Complaint (C.D. # 1) alleges other Contract Clause, breach ofcontract and

promissory estoppel claims, but it is not necessary for the Cout to consider those allegations at

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

PLAINTIFFS' BRIEI INSUPPORTOF MOTION FOR
SIJMMARY JUDCMENT

1122768 6/t83 019
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Constitutions' Contract Clauses and committed an unconstitutional taking when reducilg the 3%

GABA, ildecided in Plaintiffs' favor, will resolve those claims.

B. The Rule - Contract Clause Analysis.

The Contact Clause is found in Article II ofthe Montana Constitution entitled

"Declantion of Rights". Mont. Const. Ar1. II, g 3 1. Ir order to detemine whether a

constitutional right has beerl lost, the Court "must first detemine which ofthe established levels

ofscrutiny is appropriately applied: strict scrutiny, middle-tier scrutiny or the rational basis test."

Montana Cannabis Indus. Ass'nv. State,2}l2MT 201,11t6,366 Mont.224,286 p.3d 1161.

The Montana Supreme Court has held that all rights found in Article II are fundamental ghts to

which strict scrutiny must be applied. Kortum-Mqhaghah v Herbergers NBGL,2009 MT79, !T

25 , 349 Morrt. 47 5 , 204 P.3 d 693 r C. D. # 28.

Strict scrutiny is the most rigorous test against the statute and places the burden squarely

on the govemment to show that the law which is alleged to be unconstitutional ,,is narrowly

tailorcd to serve a compelling govenunelt intercst." See Montaha Cannabis lndus. Ass'n,],16.

The United States Supreme Court has applied strict scrutiny analysis in reviewing Confact

Clause violations where the govemment is one ofthe parties to a contaet. See e.g., Uni[ed

States Trust Co. of Nev york y. New Jersey,43l U.5. 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 govemment's assessment ofnecessity ofthg law is inapprop ate when its own self

rnterests are at stake). Notably, the following year the United States Supreme Court extended the

US. f/art holding to p vate conhacts ir,4//ied Structwal Steel Co. v. Spannaus, 438 lJ,5.234

(1978). However, in Erergt Reserves Group, Inc.y. Kansas Power & Light Co.,459 U.S.4OO

(1983) and, Exxon Cory. v Eage ok,462IJ.S. 176 (1983), the Court abrogated the strict scrutiny

analysis in cases involving impairment ofcontracts between p vate parties. The Supreme Court

has never retreatgd from its application ofstrict scrutiny to cases where impairment ofpublic

contracts is alleged and as such [lS Z/rst is applicable here.

PLA INTIFFS' B RIEF tN SUPPORT OF MOTION FOR
SUMMARY JUDCMENT

t322768 6lta3 0t9
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Strict scrutiny application ofthe th(ee-part test to analyze a Contact Clause claim is: (l)

whether the legislation is a substantial impaiment to the contract; (2) whether the State has a

compelling governmental purpose for the law; and (3) whether the law is narrowly tailored to

seNe the compelling govemmental interest. See Kortum-Managhan,2009 MT 79 arn25,204

P.3d 693; City of Billlrg.r, 281 Mont. 219 at 227-28,935 P.2d 246 at 25t.

The Montana Contract Clause cases between private parties and govemment entities

ptedatijlgthe Kofiutt-Managhanholdi\g applied a heightened scrutiny analysis specifically

noting that "a heightened level of scrutiny applies when a govemrnental entity is a party to the

col]1Jact." City of Billings,28l MonL at229,935 P.2d at252; U. of Hawaii ho[ Assembly y.

Ceyetano, 183 F.3 d 1096, 1 t 07 (9th C i. tggg). The Ciry ofBillirgr cour phrased this

heighlened scrutiny thr€e part t€st in other words as: (1) whether the legislation is a substantial

impairment to the contact; (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 Bi ings,2Sl Mott. 
^t227J8,935 

p.2d, at

25l Retirees suggest there is no real difference in the strict scrutiny analysis cited in Ko,,taz-

Managhan and City ofBil/irgs given the context of City ofBillings and specifically the court's

discussion ofheightengd scrutiny thercin. In any event, the st ct scrutiny analysis has been

applied in federal Contract Clause cases ircluding tlS Trust ard Llniversiy of Hawaii, which

are controlling precedent for Retirees' claims that the GABA reduction violated the United

States Constitution's Conhact Clause.

Moreover, when the government is a party to the contact it is alleged to have impaired,

such as in this case, a higher level ofscrutiny applies to its actions. City ofBillings,2Sl Mont. at

229,935 P.2.1at252: U. of Hqwaii Ptof. Assembb,,lg3 F.3d, at I107. This is especially true

when considering impairment of financial tems of contracts. The United States Supreme Court

explained in US. f/rrl, that "[i]fa 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." LI.S. Trust Co.,43l U.S.at29. This more stringeot sta.ndard

PLAINTIFFS' B RIEF IN SUPPORTOF MOTION FOR
SUMMARYJUDGMENT
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requires that "Defendants bear the burden ofproving that the impairment was teasonable and

necessary because '[t]he burden is placed on the pafiy asserting the benefit ofthe statute only

whenthatpartyisthestate."'U.ofHawaiiProf.Assembly,l83F.3dat1106;,r?ealsoBuckman

v. Montana Deaconess Hosp.,224 Mont.3l8, 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 ofscrutiny", 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 ofthe reduction in the GABA to satisfy a compelling govemmental

ouroose.

C. The State's Actions Reducing the GABA in HB 454 Violat€ the Montana
and United States Constitutions.

l. Retirees haye a contract with the State to receive the GABA as pad of
their retirement benelits.

ln analyzing a conhact clause claim, th€ existence ofa contract must first be shown. US.

Trust Co.,43l U.S. at l7n. 1,1,91 S.Ct.at1515. Montana law provides that retirement beneiits

"are payable pursuant to a conhact as contained in statute. The contact is entered into orl the

firstdayofamember'scoveredemploymentandmaybeenhancedbythelegislature.,,Mont.

Code Ann. S 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." Betts r,. Bd. of Administrutioh,

21 Cal.3d 859, 866, 582 P.2d 614,619 (1978); see also Fields v. Elected Ollcials' Retirement

Plan,234 Ari2.214,320 P.3d 1160,n2'7 (2014) ("benefits are calculated as of the rime he began

employment and any beneficial modifications made during the course ofhis employment,') citing

Thutsron v. Judges' Ret. Plan, l'19 Ailz. 49, 51, 8'16 p.2d 545, 547 ( 1994) (,,when the

amendment [to retirement benefits] is beneficial to the employee or survivors, it automatically

becomes part ofthe contmct by reason ofthe presumption ofacceptance"). SUF fl 26.

PLAINTIFFS' BRIEF N SUPPORTOF MOTION FOR
SUMMARY JUDCMEN'I
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The Retiree's contract for retirement benefits with the State is codified in Title 19.

Chapters 2 and 3 olthe Montana Code Annotated. ard the GABA is one ofthe contEctual

obligations the State has agr€ed to pay to the Retirees, SUF fli l'7-18,24-2j. The cortract right

protecting retirement benefits does not allow benelits to be diminished, but benefits may be

enhanced. ,ettr, 2l Cal.3d at 866, 582 P.2 d at 619; Fiekls,234 Ariz. atJl2'l,320 p.3d, at I27.
The State argued at the preliminary injunction hearing that the GABA is not part ofthe Retirees,

"benefif'as defined in Mont. Code Ann, g 19-2-302(10), but pfovided no legal authodty 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 pa),rnent provided

by a defined benefit retirement plan." 1d at S 19-2-302( lo)(a). The statute establishing the

GABA provides: "on January 1 ofeach yeax, the permanent monthly benefit payable during each

preceding JaDuary to each recipient who is eligible . . . must be increased by the applicable

percentage.. . ." 1d at g 19-3-1605(l).

The Retiree's coritract was enhanced in 1997 with the passage ofHB 170 creating the

GABA. SUF fl 24. This legislation clearly intended that the GABA apply to the retirement

benefits ofretired public employees. SUFU25. TheHB 170 Statement oflntent provides the

purpose oithe GABA is "to guarantee a minimum level ofannual benefit increases for retired

menbers and their contingent annuitants or survivors under each olthe statewide public

employee retirement systems lincluding PERS, and] . . . to addrcss the erosion ofretirement

benehts caused by inflation." 1d. The Statement of lntent fi.rther ensured that retirement

benefits for retired members would not be impaired because ,,the GABA lwill] be substituted for

other benefits in cases in which the GABA is as valuable or more valuable to members," SUF u

26. A significant purpose in enacting the GABA was to enhance retirement benefits to provide

retirees with a stable source ofincome as the value ofthe dollar decreased over time and to

restore the purchasing power ofthe original retirement benefit. SUF,lltf 25-26, Ex. 18 at,llllT-8.

The GABA is not a cost of living adjusrnent C,COLA). The GABA, unlike a COLA, is

not simply an adjustment for cost ofliving increases, but applies inespective ofany tie to cost of

PLAINTIFFS' BRIEF IN SUPPORT OF MOTION FOR
SUMMARY JUDCMENT

1322768 6/183 019
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living incrgases to proyide 
^ 

guaranteed increase in the amount of the benefits paid. The State

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

gives you and your family some inflation protectionl" SUF fl 6l. The GABA cannot be

excluded from the definition of"benefit," as it is part ofthe calculation us€d to detemine 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 ofa specific percentage or inflation.

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

tied to any inflation indexes. SUF 1i!124,27. Even the name ofthe contract enharcement was

carefully considered to make clear that the g?]aranteed ann]dalbenelit adjustment would be

guaranteed o\er the life ofthe retiree. SUF !l!161, Ex. 2, !l 12. The State repeatedly reinforced

that "[t]he GABA ensures a 3olo increase in your benefit ftom the previous yeax,, in handbooks,

workbooks, presentations, letteN, and annual statements it supDlied to PERS members. SUF

fln6l - 63, Exs. 25, 26, 2'1 .

ID determining whether the formuia establishilg benefit increases affer retirement was

itselfa benefit and protected under a state constitution pension clause, the Arizona Supreme

Court looked to "the history behind the provision, the purpose sought to be accomplished by its

enactment, and the evil sought to be remedied." Fields,234 Ariz. atll22,32O p.3d atj22
(internal quotations and citations omitted). Based on the history ofthe provision, the Court

determined that the benefit increases were included in the term ,,benefit,' because the statute

establishing the increases provided "that eligible retired members arc entitledto rccej\e la)

permanent benefit increase in their base benefit." Id. atj23 (intemal quotations and citations

omitted, emphasis in original). Similarly, this Cou( noted that ,,[t]he GABA does not change the

definition of"benefit;" it merely appli.-s an enhancement to those benefits." C.D. # 18 at p. 9.

DeGndants try to artificially segregate the GABA increase from the Retirees' ,,benefit,'.

However, the 3% GABA increase each year is applied to the ,.benefit" which includes the prior

years' increases. The benefit includes the GABA increases. The Stat€,s areument is a

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 upot the specific language ofeach respective state's pension statut€s. A

few ofthese cases are discussed below. This Court has already been briefedl on the Maine case

where the court held the COLA reduction was llot unconstitutional because Maifle's statute

expressly excluded the COLA from its identified list ofsolemn contractual provisions, and the

statute provided that any non-solemn provisions could be reduced or eliminated. Maine Ass'n of

Retirees y. Boatd ofTrustees ofthe Me. Pub. Employees Ret. Sys., 954 F.Supp.2d 38, 51, 2013

WL 3212360, * l0 (D.Me. June 24, 2013).

The Washington Supreme Cout reversed summaryjudgmelt in favor ofpublic

employees that the repeal of uniform cost ofliving adjustments ("UCOLA") was an

unconstitutional impairment ofthe retired public employees' contracts. Washington Edu. Assn.

r'.,l/1shingto Dept. o/Rer Sl,r., _ P.3d _,2014WL 39'10240. The Cout 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." 1d at *6. The statutory language provided: "The legislature reseNes the

right to amend oi repeal this sectiol in the future and no membet or beneficiary has a contractual

right to receive this postretirement adjustment not granted prior to that time." 1d at *2 (intemal

quotations and citations omitted).

The New Mexico Supreme Court decided the COLA was not part ofthe retirement

benefit until it was paid. Bartlett v. Cameron,316 P.3d 889 fl 24, 300 Ed. Law Rep. 554, 2014

NMSC 002. In so holding, the Court looked to the language and history ofthe 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 ldat llf 2G-22. The Court

also noted the "absence ofary contary indication from our Legi slat\tte". Id. atn24.

' For a more in depth discussion ofthis case, r€e Defendants' Norice of Suppl€mental Authority, C.D. # 21, and
Plaintiffs' Response io Defendants' Norice ofSupplemental 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 th€ GABA to be a permanent increase. SUF flfl 25-26, 61-63, Exs.

I 8, 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 lTtT6l-63,Exs.25,26,27. The State also told employees and

retirees that their "retirement benefits are a protected contact ght." 1d 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 contlact guarantees. It is

clear the Montana Legislature knows how to specifically carve out obligations to its employees

from what would otherwise be contactual obligations, as it did so in Mont. Code Ann. g l9-3-

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 uiversity system

retirement program.

Limited contract right, The statutory provisiols goveming the defined
contribution plan and the university system program are subject to amendment by
the legislature. Employees choosing the defined contdbution plan or the
university system rctirement program pursuart to this palt do not have a conkact
right to the specific terms and conditions specified in statute on the date the
employee's choice becomes effective.

Mont. Code Arrn, $ 19-3-2106 (emphasis in original). There is no sirnilar limitation on contract

rights provided in the statutes goveming the PERS defined benefit plan.

Looking to the history ofthe GABA provision, it is clear the provision was intended to

addiess the problem ofthe eroding value ofthe dollar, to increase pension benefits so retirees

could maintain a stable standard ofliving, and to attempt to restore the purchasing power ofthe

original benefit. SUF flli 24-27, Exs. 2, 18. The language of the GABA statute itself says that

"the permalent monthly benefit . . . must be increased" by the applicable GABA percentage

"each year". Mont. Code Ann. g 19-3-1605(1). Based on the legislative history, the fact that the
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GABA is not a COLA, the language ofthe statute creating the GABA, and the repeated promises

to public employees and rctirees, "eligible retired members are erli//edto receive [the]

permanent benefit ilcrease in their base benefit" each year. Frelds, tl23 (emphasis added,

internal citations and quotarioN omitted): C.D. # 28, p. 9; SUF llfl 6l-63, Exs.25,26,2'7 . Here,

the Retirees' benefits simply cannot be determined without reference to th€ GABA. The GABA

detemines the guaranteed amount ofthe benefit payable to the Retirees. Similar to aields, the

GABA is clearly part ofthe protected retirement beneflt under employees' and Retirees'

contracts with the State. C.D. # 28, at p. 9.

2. The Retirees' contract was substantially impaired by the GABA
reduction contained in Section 5 ofHB 454.

The Montana Supreme Court has held, in determining whether there is a substantial

impaiment, "[t]otal destruction ofcontactual expectations is not necessary." Neel v First

Fe.letul Savings and Loan Assn. of Great Fqlls,207 llon|.376,392,6'15 P.2d96,105 (1984).

"An impairment ofa public conhact is substantial if it deprives a private pafiy ofar impoiant

right, thwarts pefomance ofan essential term, defeats the expectations ofthe parties, or alters a

financial term." S. Califurnia Gas v. City of Santa Ana,202 F.Supp.2d 1129, ll33 (2002)

(internal citations omitted)i see also U. of flawaii Prof. A[sembly, ]83 F.3dat ll04; U.S. Trust

Co.,431 U.5. at 25 n.23,27.

A pay lag ofone to three days has been held to be a substantial impairment to a contact

b€cause employees may then have difficulty meeting their financial obligations. In the

Uniwftity of Hawaii case, the Ninth Circuit Court of Appeals held that "[e]ven a briefdelay in

getting paid can cause hnancial embarrassment and displacement ofvarying degrees of

magnitude." Id. al1106. 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 thdee days. Id. at 1100. Other

jurisdictions have held that reduction in a cost ofliving adjustment and eliminating the cost of

living adjustrnent on a portion ofthe retirces' benefits are substantial impairments. Boot4 v.

Sitr.t, 193 W.Va. 323, 456 S.E.2d 167 (\995); Strunkv. Public Employees Ret. 8d.,338 Ot.145,

108 P.3d 1058 (2005). Here, the Retirees' GABA increase is first permanently cut in halfand
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then further reduced based upoll the iirnded mtio in the most recent actuarial valuation. SUF fl]

38-39. Had this Court not issued a preliminary injunction, the Retirees and all retired public

employees aheady receiving benefits would have had the GABA reduced to 1%. SUF u 44. Ifa

mere delay in pay is a substantial impairment, there is no question that a reduction in the amoult

ofthe retirement benefit to actually be received is also a substantial impairment

The Retirees' have made contributions to PERS tlroughout their employmellt, SUF lJ 18.

Part ofthese contributions went to pay for the GABA. SUFEx.2,fll0. 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 !]fl 6l-63, Exs. 25-27. Reducing the retirement benefits that have been promised

to and paid for by public employees 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,

presc plion medication, heat, and food may all be impacted by this reduction. Some retirees use

the increased benefit from the GABA to pay tbr the increases in their health insurance and

without the GABA increases may struggle to contilue payilg for necessary health insurance.

SUF lJll58-59, Exs. 20-23. Retirees relied on th€ promise ofa 3oZ GABA when making th€

decision whether they could afford to retire. SUF ,IJfl 57, 59, Exs. 18-19,22-23. These Retirees

have served, in some cases over 30 yeaxs in the public sector and are dependent on their pension

benefits as their primary source of income. SUF ufl 57-59, Exs. I 8-23. Most Retirees are unable

to go back to work due to age or health concems, and those that are able have begun to

supplement their aheady meager letirement incomes. SUF 1'1J57-58, Exs. 18-21. The drastic

reduction in the GABA found in section 5 ofHB 454 substantially alters a financial telm ofthe

Retirees' contracts with the State and is a substantial impailment ofthose contracts.

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

the 3oZ increase is applied to the benefit which includes prior years' incrcases. The losses to the
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retirees over a 10, 20, or 30 year period results in the loss ofthousands, and in some cases, many

thousands ofdollars.

3. The State cannot prov€ reducing the GABA was narrowly tailored to
achieving a compelling goyernment interest.

This prong ofthe test requires the party asserting the benefit ofthe statute, here the State,

to prcve it had a compellirg government interest in reducirg the G ABA, U. of Har,llii Prof.

Assembly, 183 F.3d at 1 106. "Legislation that implicates a fundamental constitutional right is

evaluated under a strict scrutiny standard, whereby the govemment must show that the law is

narrowly tailored to serve a compelling govemment interest." Montana Cannabis Indus. Assn,

2012 MT 201,ll 16,366 Mont.224,286 P.3d I l6l (aiting Shetsingel v Mont. Untu. Sys.,2004

MT390,fl l7,325Mont. 148, 104P.3d445). The right to be free from laws impairing the

obligation ofcontract is found in the Declaration ofRights in Article Il ofthe Montana

Constilulion. Monl. Consr. An. II. S I L

The State is required under the Montana Constitution to fund public employee retirement

systems on an actuaially sound basis, meaning the system assets must be sufficient to pay all

system liabilities or amortize in under 30 yea$. Mont. Const. V I,g15,Mont.CodeAru.$l9-

2-409. While Retirees do not dispute the State's obligation to ensure PERS is actuarially sound

is a compelling govemmental interest, Retirees dispute that the method which the State

empioyed allegedly for the purpose ofachieving this pupose passes constitutional muster.

Indeed, reducing the GABA and placing the entire burden ofany unfunded liability primarily on

the backs ofthe Retirees is not narowly tailored to achieve this interest given the available

altematives that would not have raised constitutional concems.

The Ninth Circuit Court of Appeals' decision in the University of Hawaii case is

insfuctive. There the court held that a "pay lag" law which required that the state delay palment

of state employee paychecks by a few days six times per year in order to ostensibly help with a

state lunding crisis violated the Contract Clause ofthe United States Constitution. The court
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held that the pay lag was a substantial impaiment ofthe public employees' contract rights

stating,

Plaintiffs are wage eamercj not volunteers. They have bills, child support
obligations, mortgage payments, insurance premiums and other responsibilities.
Plaintiffs have the dght to rely on the timely receipt oftheir paychecks. Even a
briefdelay in getting paid can cause firancial embanassment and displacement of
varying degrees ofmagnitude. 1d at I106.

Once the court determined a substantial impairmelt existed, the court next determined whether

that impaiment was "reasonable and necessary to fulfill an important public purpose." 1d The

court required that the state defendants bear the burden ofproving the impairrnent was

reasonable and necessary. Id., citing Ne1)ada Employees Assn. v. Keating,9Q3 F .2d 1223, 1228

(9'h Cir. 1990).

In order to detennine reasonableness and necessity, the court looks to the extent ofthe

impairment as well as the public pupose to be served. ,See U. of Ho,vaii Prof. Assenbly, 183

F.3d at I 107. An impairment "may not be consideted necessary if there is 'an evident and more

moderate course' ofaction that would serve Defendants' 'purposes equally well."' ld., quoti g

U.S. Trust,43l U.S. at 31. This is because the Contract Clause ofthe United States Constitution

"limits the ability of a State, or subdivision ofa State, to abridge its contractual obligations

without first pursuing other alternatives." 1d The analysis ofother less-rest ctive or less-

impairing altematives is common in application ofthe "narrowly tailored" portion ofapplying

strict scrutiny. Seee.g., C&A Carbone, Inc. v. Town ofClarkstown, N.Y.,5ll U.S.383,392

(1994) (state must demonstrate "under gorous scrutiny, that there is no other means to advance

a legitimate local idtercst."); Otegon lvaste Sys., Inc. I Dept. of Ewtl. Quality ofState ofOr.,

5 I I U. S. 93, 100-01 ( 1994) (under strict snutiny regulation must be invalidated unless state can

show it advances legitimate purpose that cannot be adequately served by other non-

discriminatory alternativesl Hughes t,. Oklahona,441 U.S. 322,337-38 (1979) (state required

to prove regulation is "least discriminatory altemative" to advance legitimate govemment

pur!ose).

PLA]NTIFFS' BRIEFINSUPPORTOFMOTIONFOR
SUMMARYJUDCMENT

1322168-6483 019



1

2

3

4

5

6

7

8

9

l0

ll
12

13

l4

t5

t6

t7

l8

19

20

2l

22

23

24

25

26

27

With respect to Contact Clause cases, the United States Supreme Coult has stated that

"ls]tates are not free to consider substantial contmctual impairments on a par with other policy

altematives." U.S. Trust,43l U.S. at30-31,97S.Ct.at1521-22. "[f a state could reduce its

financial obligations whenever it wanted to spend the money for what it regarded as an important

public puryose, the Contract Clause would provide no protection at all" because a "govemmental

entity can always find a use fol extra money, especially when taxes do not have to be raised." u
of Hawaii Prof. Assembly, I 83 F.3d at I 107 (citing als Trust, 431 rJ .S. at 26)t S. Cali.fomia

Gas, 202 F.Supp.2d at ll37 . ln Uni|ersit)) o.f llanaii, the court held that the pay lag law \ras

neither reasonable nor necessary because the state failed to prove that other less impairing

altematives were examined and pioperly rejected. ld.at 1107. The court noted that although

"perhaps politically more difflcult, numerous other altematives exist which would more

effectively and equitably raise revenues" and would not require the "brunt ofHawaii's budgetary

problems be borne by its employees." 1d. The coult explained that some ofthe potential

altematives were a federal marimization project, additional budget rcst ctions, repealoftax

credits, and the raisinl of taxes. Id.t see also Keating,903 F.2d 
^t 

1228 (rejecting law pemlizing

early withdrawal ofpension benefits where other altematives had not been examined by the

state).

Similarly, the Defendants in this case cannot meet their burden ofshowing that taking

away the GABA, which was a political eieventh-hour amendment to HB 454 is the least,

impairing altemative 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 altematives, or ifthere were less-

impairing alternatives to show that those were considered and properly rejected, Retirees contend

that there are in fact several less-impairing altematives that the State could have implemented

that would not have impaired the Retirees' ghts v/ith respect to the GABA.

Even if the State could prove that Section 5 ofHB 454 served a sigrificant and legitimate

public pulpose, the &astic reductions to the GABA contained in Section 5 ofthe bill axe neither

rcasonable nor necessary. There were several other options available to the State to retum PERS
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to actuarially soturd funding that did not involve reducing the GABA. "[T]he State cannot resort

to contract violations to solve its financial problems." U of Hawaii Prof. Assembiy, 183 F.3d at

1106. "When a state or city impairs its own agreements by imposing additional financial

bwdens on a private party, obvious more moderat€ alternatives include raising revenues through

higher ta\es or prcserving funds though budget restrictions." S. Cali.fornia Gas,202 F.Supp.2d

^t 
1139, U. ofHawaii Prof. Assemrly, 183 F,3d at 1107.

These altematives include, first, extending the 30 year amortization period. While the

Montana Constitution requires that the PERS fund be actuarially sound, th€ Constitution does not

require any specific amortization peiod. Mont. Const. Art. VIII, g 15. Extending an

amortization period is amorlg the altematives other couts have considered as less-impairing in

other circumstances. See Keating,9}3 F.2d at 1228. Second, HB 454 as initially introduced

contained no reductions or amendments to the GABA.a SUF!f36. That version ofthe bill, in

one year, brought PERS within 6.7 years ofbeing considered actuarially sound under Montana

law. ,ad The State merely had to adopt the introduced version ofHB 454, unamended. There

would have been no contract violation and PERS would have amortized in a shon period.

Third, while HB 454 fails to contain a provision allowing the GABA to be increased back

to 3%, HB 454 contains a pnvision that provides for the employer increase of 1olo 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. Priorto this Court granting the

preliminary injunction, the Jture 30, 2013 actua al valuation showed the employer increase

endingin2015. SUFEx.7. A third reasonable altemative to impairing employee and retrree

contracts would have been to keep the increased employer contibution to PERS indefinitely or

to have increased the employer contribution more than 1% ofpayroll.

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

4 The amendment to HB 454 reducingibe GABA in committee was never subject to a public headng in either the
House or Senaie,
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biennium by approximately l3%, and as ofJune 30, 2013, the State's budget surplus was

estimated to be $504 million dollars. SUF!147,8x. 15. The Govemor'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 fl 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 altemative option available rather than decreasing the CABA

would have been to use a portion ofthese resewes to a large lump sum one-time-only

contribution to PERS.

The State has nwnerous trust accounts such as the Coal Severance Ta{ trust fund. the

Montana Tobacco Settlement trust fund, and the Big Sky Economic Development trust fund. As

of20l3 fiscal year end, the State's trust funds collectively had a balance ofalmost $2 billion

dollars. SUF fl 47, Ex. 15. Rather than reducing the GABA, a fifth alternative would have been

to use some ofthese funds to infuse dollars into PERS until it became actuarially sound.

Moreover, the Association of Montana Retired Public Employees, through HB 632 to the 2011

Legislature and again as HB 382 to the 2013 Legislature proposed diverting the unallocated

portions ofthe Coal Sevemnce Tax to the PERS. SUF flfl 33, 35. That v,/as rejected by those

Legislatures.

A sixth altemative to reducing the GABA would have been to increase revenue ttuough

taxes. This altemative was addressed in U of Hdi,aii Prof. Assembly, 183 F.3d at I 107, and

while politically unpopular, it is nonetheless a less-impai ng alternative that would not run afoul

ofthe State's coltractual obligations to its Retirees. At least six altematives were available to

the State in addressing the actua al soundness ofPERS rather than impairilg the State's

contractual obligations with its employees and retired employees. This list ofaltematives is non-

exhaustive and other altematives were also likely available. It is the State,s burden to show that

I1o reasonable iess-impairing alternatives existed a burden they cannot meet in this case. Given

the availability ofaltematives to conhact impairmgnt. enactment ofsection 5 ofHB 454 was

unrcasonable and ututecessary.
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D. Section 5 of H8454 Constitutes an Unconstitutional Taking.

As explained above, pensions are contacis in Montana and are a protected property right

pursuant to Mont. Const. Art. II, S 29r Section 5 ofHB 454 results in an wconstitutional

regulatory taking by unnecessadly and umeasonably taking away a benefit eamed 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 Cout's Decembgr 20,

2013 order granting a preliminary injunction required ongoing payment of the GABA, thus no

compensation is cu(ently owed. C.D. #28. However, as the prcliminary injunction is not

pemanent, this Court should hold that not only does Section 5 of HB 454 violate the Contract

Clause, but also violates Mont. Const. Art. II, g 29, in granting declaratory reliefand making the

injunction permanent.

UI. Attorneys' fees should be awarded to the Retirees.

The Retirees should be awarded attomeys' fees. Several grounds exist for an award of

fees. First, an award offees is necessary and proper in this case for reliefgranted under the

Uniform Declaratory Judgments Act. See Trustees o.f Ind. Llnit. v. Buxbaum,2003 MT 97 ,

lJu 32-46, 315 Mont. 210, 69 P.3d 663 (holding attomeys' fees may be awarded in UDJA claim

pursuant to Mont. Code Ann. $ 27-8-3 l3). Second, attorneys' fees should be awarded as a result

ofthe unconstitutional taking ofprivate propefiy. See e.g., Galt y. State,23O }lont 327,'749

P.2d 1089, l09l-94 (1988) (holding Mont. Const. Arl II, g 29 may apply to declaratory

judgment actions, and that fees may be awarded for a law that results in a taking ifthere is: 1) a

taking of p vate property for public use; 2) litigation; and 3) the private property owner

prevaiis). Third, Govemor Bullock's actions in signing Section 5 ofHB 454 into law, knowing

that it was "likely unconstitutional" and admitting support for legal challenges to the bill (SUF

fU 41-42) justilies an award offees pursuant to 42 U.S.C. $1988. See Hensley v. Eckerhardt,

461 U.5. 424,429; Ihler v. Chisholm,20}l MT 37, !l 25, 298 Mont.254,995 P.2d 439.
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For the reasons

granted.

DATED this 5rh

CONCLUSION

stated herein, the Retirees' motion for summaryjudgment should be

day ofSeptember,20l4.

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

Attomeys for Plaintiffs

CERTIFICATE OF SERVICE

._ I hereby certify that on the 5rh day ofSeptember, 2014, a true copy ofthe foregoing was
mailed by first-ciass mail, postage prepaid, addressed as follows:

Timothy C. Fox
Michael G. Black
J. Stuart Segrest
Montana Attorney General
215 North Sanders
P.O. Box 201401
Helena, MT 59620-1401

PLAINTIFFS' BRIEF IN SUPPORT OF MOIION FOR
SUMMARYJUDCMENT

BROWNING, KALECZYC, BERRY & HOVEN, P.C,
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Leo Beny
Chad E. Adams
Jessie L. Luther
BROWNING, KALECZYC. BERRY & HOVEN, P.C.
800 N. Last Chance Gulch, Suite l0l
P.O. Box 1697
H€lena, MT 59624
(406) 443-6820
(406) 443-6883 Facsimile
leo@bkbh.com
chad@bkbh.com
jessie@bkbh.com

Attomeys for Plaintiffs

ASSOCIATION OF MONTANA RETIRED
PUBLIC EMPLOYEES, RUSSELL WzuGG,
MARLYS HURLBERT, CAROLE CAREY, I.
EDWARD SONDENO,

Plaintiffs,

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

RECEIVED

sEP - 5 2014

ArIomEmFfllE

MONTANA FIRST JUDICIAL DISTRICT COURT. LEWIS AND CLARK COTJ}ITY

Case No. DDV-2013-788

PLAINTIFTS' STATEMENT OF
UNDISPUTED FACTS

Defendants.

PLAINTIFFS Association ofMontana Retired Public Employees, Russell Wrigg, Marlys

Hurlbert, Carole Carey, and I. Edward Sondeno ("Retirees") submit this Statement of

Undisputed Facts in support ofRetirees' motion for summary judgment and state:

PROCEDURAL HISTORY

L On October 30. 2013. Retirees filed this action in the First Judicial Distdcl Coult

PLAINTIIiPS' STATEMENT OT L]N DISPUTED FACTS 1292805 l/18t.019
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in Lewis and Clark County, Montana. See Complaint (C.D. # l)'.

2. The Complaint seeks a declaxatoryjudgment pursuant to Mont. Code Ar|rr. $ 27-

8-l0l that Retirees' constitutional rights were affected adversely and unlawfully by enactment of

Section 5 ofHouse Bill 454 (Sec. 5, Chapter 390, Laws ofMontana 2013) ("HB 454") reducirg

the Guaranteed Annual Benefit Adjustment C'GABA). C.D.#1,ffl61-66.

3. The Complaint alleges several counts against the State, but most importantly for

this Motion, seeks an order declaring that enactment of Section 5 ofHB 454 is an

unconstitutional impairment ofthe Retirees' cottracts in violation ofthe Montana Constitution's

and the United States' Constitution's Contract Clause. Mont. Const. Art. II, $ 31; U.S. Const.

Art. I, Sec. l0; C.D. # 1, flfl 67-82.

4. Also on October 30, 2013, Retirees filed their Motion for Preliminaxy Injunction

(C.D. # 2) and the Briefin Suppot (C.D. # 3).

5. Defendants State ofMontana, Montana Public Employee Retirement

Administration, Public Employee Retirement Board, and Govemor Steve Bullock, in his oflicial

capacity (the "State") filed their Response Briefin Opposition to Retirees' Motion for

Preliminary Injunction on November 18, 2013 (C.D. # 18).

6. Retirees filed their Reply Briefin Support ofTheir Motion for Preliminary

Injunction on December 2, 2013 (C.D. # l9).

7. The State filed a Notice of Supplemental Authority (C.D. # 2l ) on December 12,

2013. Retirees responded to the State's Supplemental Authodty (C.D. # 25) on December 18,

2013.

8, 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 ftom implementing the GABA reduction provision contained in

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

r Reference in this sratement ofundispured Facts ro "C.D. # " refer the Courr ro rhe Court's docket and
\ one:ponding document lined in lhe docler sheer.

PLAINTIFFS' S'IATEMENT OF UNDISPUTED FACTS -2- 1202805_l/t8l0tq
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9. The State filed its Answer (C.D. # 29) on December 20, 2013.

STATEMENT OF UNDISPUTED MATERIAL FACTS

10. The 1945 Montana Legislature enacted the Public Employees Retirement Law

creatirg a defined benefit plan for public employees effective July l, 1945. Mont. CodeAnn.

$ l9-r-103.

11. The Public Employee Retirement System ("PERS")2 provides retirernent,

disability and death benefits to its members and is administered by the Public Employees

Retirement Board ("PERB"). Mont.Const.Al.Vnl,$l5jMont.CodeAnn.$19-2-403.

12. PERB has a duty to "review the sufficiency ofbenefits paid by the retirement

system or plan and recommend to the legislature those changes in benehts in a defined benefit

plan . . . that may be necessary for members and their beneficiaries to maintain a stable standard

oflivins." Mont. Code Ann. g l9-2-403(l l) (emphasis added).

13. The PERS defined benefit plan is a qualified plan under Intemal Revenue Code

Section 401(a), and a member's monthly benefit is calculated based on his or her total years of

service credit and highest average compensation, rather than the account balance or the

performance of the financial markets. See Mont. Code Ann. Title 19, Chapter 3, parts 9, 10, 12,

15 and 16.

14. As ofOctober 2013, PERS has approximately 28,401 active members ard 19,451

retired, disabled or suvivor rnembers. Al'f. Patricia Davis !l 3 (Oct. 18, 2013); Aff. Michael

O'Connor ll 3 (Oct. 30, 2013), attached hereto and incorporated herein as Exhibits I and 2,

respectively.

15. PERS members include employees and retirees ofthe State of Montana, its

university system or any ofthe colleges, schools, components, or units ofthe university systern

and ary municipal cor?oration, county or public agency who contracts lvith PERB for provision

of a retirement system. Mont. Code Ann. Title 19, pans 2-3.

: For purposes ofthis Statement ofUndisputed Facts and Briefin Support ofPlaintiffs' Motion for Summary
Judgment, "PERS" refers to the PERS defined benefii plan, unless it is specifically stated otherwrse.

PLA IN1'IFFS' STATEM ENT OF UNDISPUTED FACTS - 3 - 1292805_3/1 83 019
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16. An employee is required to become a member ofthe PERS defined benefit plan

on the tlrst day ofservice unless the gmployee opts to become a member ofthe PERS defined

contribution plan. Mont. Code Ann. $ 19-3-401.

17. Retirement "[b]enefits and refunds to eligible recipients are payable pusuant to a

contract as corltained in statute. The contract is entered into on the first day ofa member's

covered employment andmaybe enhancedby the legislature. Unless specifically provided for

in stalute, the contract does not contain revisions to statutes after the time ofretirement or

termination of membership." Mont. Code Ann. $ l9-2-502(2) (emphasis added).

18. Employees are statutorily required to contribute a percentage of their pay to

PERS, as are employers. 1d at gS l9-3-315, 19-3-316.

19. Retiremert ben€fits vest after five years ofmembership sewice. Id. at S l9-2-

303(55).

20. Under the "one for five" service credit purchase option, PERS members with at

least five years ofmembership may purchase one year ofadditional service credit for each five

years ofmembership service. 1d at $ 19-3-513. When making service credit purchases, the

member is required to "pay the actuarial cost ofthe service credit, based on the system's most

recent actua al valuation." 1d The actuarial cost ofservice credit includes the cost ofGABA.

Retirees who purchased service credit after July 1, 2001 paid the full actuarial cost ofa 30%

GABA.T

21. Generally, members with a minimum of30 years ofservice, or that have reached

age 60 and have five years ofmembership service, or members who have reached age 65

regardless ofyears ofservice are eligible to retire.I /d at g I9-3-90L

22. Members with less than 25 years ofservice are eligible to receive a retirement

r PERS members may also purchase military service credit, service from previous employment with ihe enployer,
service liom federal ernployment, service liom rhe teache$'retiremenr sysiem or orherpublic retirement systens, or
service as a volunteer in a United States sewice program. Mont. Code Ann. S 

g I 9-3-503, I 9-3 -505, I 9'l-5 I 0, I 9-3-
5ll, l9-3-512, l9-3-513. SeedlsoAff MichaelO'Connor at llf l0-l I (Exh.2).
' PERS retirement benefits are determined and paid pursuanr to Montana Code Annotated Titl€ 19. Chapter 3. parrs
9. 10. 12. 15 and 16.

PLAINTIFIJS' S'IATEMENT Of !NDISPUTED FACTS -4- 1292805 3/181.019
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benefit ofthe greater ofone fifty-sixth ofthe highest average compensation' multiplied by the

total sef,fice credit or "the actuarial equivalent of double the member's accumulated

contributions" along with application ofan early retirement factor. 1d at $ 19-3-904.

23. Members with 25 or more years ofservice are eligible to receive a retirement

benefit of"the greater of 20lo ofthe member's highest average compensation multiplied by the

number of years ofthe member's total service credit" or "the actuarial equivalent ofdouble the

member's accumulated contributions". 1d

24. The 1997 Legislature established the post-retirement 1.570 GABA to increase

PERS retirement benefits annually to maintain a stable standard ofliving for retirees in HB 170.

1997 Mont. Laws Ch. 287, attached hereto and incorporated herein as Exhibit 3.

25. The legislative intent ofHB 170 clearly applied the GABA to not only existing

employees but also retirees in its Statement oflntent "to guanntee a ninimum level of annual

benefit ilcreases for retired members and their contingent annuitants or survivors rulder each of

the statewide public employee retirement systems lincluding PERS, and] . . . to address the

erosion ofretirernent benefits caused by inflation." 1d at p. 1338.

26. HB 170's Statement oflntent provided that "the GABA be substituted for other

benefits in cases in which the GABA is as valuable or more va.luable to members." 1d at p.

1338, Defs.' Resp. to Plts.' Request for Admission No. 24, attached hereto as Exhibit 4i Alf.

Michael O'Connor at !i'lf l0- 11. This reflects the well recognized rule ofpension law that you

cannot decrease a pension benefit without a coresponding increase in benefits elsewhere. See

e.9., Betts v. Board of Administrulion of Public Employees' Retiremeht System, 2l Cal.3d 859,

863, 582 P.2d 614, 617 (1978); Stqte ol Nev. Employees' Ass'n v. Keating,903 F.2d 1223,1227

(9'h Cir. 1990). On January I of each year, the GABA is calculated by increasirg the monthly

benefit payable to a recipient the preceding January by a specific percentage. Mont. Code Ann,

6 19-3-160s.

' The highest average compensation is the average ofrhe highest rhr€e cons€cutiv€ years ofeamed compensation for
employees hired prior to July I , 20 I 1 . The highest average compensation for employees hired on or after July I ,
2011 is the average ofthe highest five consecutive years ofeamed comp€nsation. Monl. Code Ann. g l9-3-108.

PLAINTITTS S'IATEMENIOF UNDISPUTEDFACIS -5- t292805 3/t83.0t9
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2'1. The 2000 PERS actuarial valuation reported a system surplus ofover $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 Mont. Laws

Ch. 149, attached hereto and inco4)orated 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 "actuadal

cost of the seryice credit based on the most recent actuarial value ofthe ,See 1997 Mont. Laws

Ch. 287 at p. 1343 (Exh. 3); Aff. Michael O'Connor at'lJu l0-1 1 (Exh. 2). In 200l, when the

Legislature increased the GABA to 3%, it also altered the definition of"actuarial equivalent"

fiom reliance on a l97l Group Annuity Mortality Table to "motality table and interest rate

assumptions adopted by the Board." See HB 294,2001Mont. Laws Ch. 149 at p. 697 (Exh. 5).

29. In 2007, the Legislature enacted HB 13l, setting the GABA for new hires

beginning employment on or aft€r July 1,2007 at l.5o/o. 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

actuaial liability to be $ L8 billion, and the system's funded ratio was 67Vo. Cheion, Public

Employees' Retirement Syrtetu of the State of Montana, Acl.uuial Valuation as of June 30, 2012,

pp. 1, 8, 18, 27 (MPERA Sept. 2012), attached hereto and incorporated herein as Exhibit 7.

3l. The Montana Constitution requires public employee retirement systems to be

funded on an actuarially sound basis, but does not set any specified timeftame to amortize.

Mont. Const. Art. VIII, S 15.

32. PERS is statutorily required to amortize unfunded accrued actuarial liability in 30

years or less to be considered actuarially sound (Mont. Code Ann. $ 19-2-409), and as ofJune

30, 2012, PERS's unfunded actuarial liability did not amortize within 30 years. ld. atpp.8,2l.

33. Prior to 2013 effots to fix PERS, such as HB 632 which increased funding, were

intoduced, but we.e never passed by the Legislature.

34. The 2013 Montana Legislature considered several legislative proposals addressing

t292805 3/183 019PLAINTIFFS' STATEMENT OT UNDISPUTED FACTS -6-
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the retirement systems, ircluding HB 454, to "fix" PERS. HB 454 was the only bill to become

law. Chapter 390 Laws ofMontana.

35. The Association ofMontana 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 introdt.rced 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 HB0454.01, actuarial table,

63d Leg. l" Reg. Sess. (Feb. 19, 2013), attached hereto and incorporated herein as Exhibit 10.

37. HB 45,1 was amended extensively in the legislative process. Amendment

HB045420.asc, significantly and turnecessarily reduced the GABA and was adopted by the

Senate Finance and Claims Committee on April 16,2013. Mont. Sen. Amd. HB045420.asc 63d

Leg., lsrReg. Sess. (April 16, 2013), attached hereto and incorporated herein as Exhibit I L

38. This amendmert reducing the GABA is Section 5 ofthe enacted version ofHB

454 which pemanently reduces the GABA for PERS retirees and employees hired prior to July

l, 2007, ftom 3% to 1.5%, cutting the GABA in half for these individuals. 1d

39. HB 454 further diminishes the GABA for all retirees and employees by the

following formula:

. . . ifthe most recent actuarial valuation ofthe retirement system shows that
retirement system liabilities are less than 90% funded, the applicable percentage
rate lofGABA] must be reduced by 0.1% for each 2% below that 90% funding
level. (b) Ifthe amortization period is 40 yea6 or greater, the applicabl€
percentage rate is 0o% and the retirement allowance may not be increased. Section
5,ltB 454.

40. HB 454 was passed out ofthe Senate Finance and Claims Committee with the

GABA-reducing amendment on April 16, 2013. The Senate Committee ofthe Whole passed HB

454 as amended on April 18, 2013, the House of Representatives accepted the changes on Ap l

22, 2013, and the bill was transmitted to Govemor Bullock on April26,2013.

4l. After HB 454 was deUvered to the Governor for signature. PlaintiffRussell

PLAIN IITFS' SIATEM[N T OF UNDISPUTED FACTS -7- 1292805 1481.0t9
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Wrigg, president ofthe Association ofMontana Retired Public Employees sent the letter

attached as Exhibit 12, to the Govemor asking that he veto the bill.

42. Govemor Bullock responded by letter dated May 14,2013 (attached as Exhibit

l3) noting that the amendment to HB 454 that reduced the GABA was "likely unconstitutioml"

and that he supported Montana public employees and supported legal challenges to the GABA

requcllolt.

43. The June 30, 2013 actuarial valuation ofPERS projected the funded ratio of

PERS to increase from 6'lyo to 80!/o. Cheiron PowerPoint presentation, Public Employees'

Retircment Board, Actuarial Valuations as ofJune 30, 2013, p. 16 (MPERA Oct. 10, 2013),

attached hereto and incorporated herein as Exhibit 14.

44. It was projected that the GABA would llrther be reduced to L07o as ofJanuary l,

2014. Id.atp.l8. This Cou('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. 1d at p. 17.

46. The State had several altematives to improve the financial health ofPERS

without reducing the GABA. The State could have passed HB 454 in its original folm 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 201 1 legislative session. The State could

have made additional contributions to PERS tbrough HB 382 during the 2013 legislative session,

by transfening a portion ofthe unencumbered General Fund ending frmd balance to PERS, or by

increasing taxes to fund PERS. The amortization period could have been extended beyond 30

years.

41. At the end ofthe 2013 hscal 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 l% ofall general fund appropriations required to not be spent resulted

in an estimated ending fund balance of$504 million for the end of frscal year 2013. Aff. Teny

PLAINTIFFS' STATEMENT OF LlNDISPL]TED FACTS 1292805 l/t8:1.019
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Johnson (Oct. 30,2013), aftached 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 ofGovemor's Budget Director Dan Villa at 12: I - 3 (July 8,

2014), attached hereto as Exhibit 16. Furthemore it is beyond dispute that mafket conditions

have improved substantially since 2008 and are still rising.

EFFECT ON PUBLIC RETIREES

48. To illustate the importance ofthe GABA in providirg retirees a stable standaxd

ofliving, the avemge PERS retiree that retired in 2012 at age 59.3 affer 19.8 years of seNice

eamed a monthly benefit of $ 1,159 in the fiIst year of rctirement. Exhibit2at!f l5,Exs.C&D.

The life expectancy for the average retiree following retirement is approximately 25 years. After

25 years of retirement, the averagg PERS retiree's monthly benefit would grow to $2,356 with a

3YO GABA. Id,

49 . If the GABA is reduc ed to | .5yo, afiet 25 yeais of retirement, the monthly benefit

would be $1,657, and the retiree would lose $88,959 in retirement benefits over the course ofthe

25 years ofretirement. Id.atBx,C. That arnount would necessarily be more ifthe retiree lived

longer than 25 years after retirement.

50. If the GABA is reduced to 1%, the monthly benefit would be $ 1,4'72, and the

rctiree loses $ i 14,269 over 25 years of retirement. 1d at Ex. D. That amount would necessarily

be more ifthe retiree lived ionger than 25 years after retirement.

5 L The GABA is particularly important to those already retired. If the average

person rctircd in 1997 at age 60.I after 18.5 years of service, he or she would have received an

initial monthly benefit ol $537 . Id. atll 14,Exs.A&B.

52. with the implementatior ofthe 1.5% GABA for the years 1998 though 2001 and

the 3% GABA from 2002 to 2013, the monthly retirement benefit in 2013 has increased to $813

solely ftom the GABA. 1d

53. During that same time period, ifthe GABA had stayed at l 5%, the monthly

I292805 3/t81.019PLAINTITTS STATEMENIOFUNDISPUTEDFACTS -9 -
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benefit would have only increased to $681, costing the retiree $9,446 in GABA increases. 1d at

Ex. A.

54. Ifthe GABA had only been lo% fiom 1997 to 2013, the monthly benefit would

only have increased to $630 and the retiree would not have received $14,412 ofbenefits. 1d at

Ex. B.

55. These numbers are significant considering the 2013 Povefiy Guidelines set the

federal poverty level for a single penon at a monthly income of$957.50. CMS 2013 Poverty

Guidelines available at: http://www.medicaid.gov/Medicaid-CHIP-Proqram-lnformatior/By-

Topics/Elisibilitv/Downloads/2013 -Federal-Povedv-level-chads.pdf, attached hereto and

incorporated hereil as Exhibit 17.

56. Even receiving a L5% GABA from 1998 through 2001 ard a 3% GABA from

2002 to 2013, the average percon that retired in 1997 is living under the federal poverty level

with their cudent monthly retirement benefit of $813. Exhibit 2 at Exs. A & B.

5'l. PlaintiffCaxole Carey was very familiar with the GABA from her time serving on

the PERB, during which the CABA was developed. She specifically relied on the 3% GABA

when making her decision to retire because 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 concemed 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 l8; Defs.' Resp. to Plts.' Request for

Admission No. 30, attached hereto as Exhibit 19.

58. PlaintillMarlys Hurlbe retired after $r'orking for the State for 33 yeaf,s. Ms.

Huribert has been forced to get a pafi 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 orl the

3% GABA to help pay the costs ofhealth care and daily living. Aff. Marlys Hurlbert (Oct.2l,

2013), attached hereto as Exhibit 20; Defs.' Resp. to Plts.' Request for Admission No. 29,

attached hereto as Exhibit 21.
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59. Plaintiffl. Edward Sondeno worked for over 30 years in Montana public servic€.

He researched and analyzed his retirement options, deciding to consolidate all ofhis years of

service into PERS. This consolidation required him to repwchase several yeaxs 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 pwchases and the effect ofa 3% GABA on his plojected retirement income as well

as the inflating costs ofhealth cov€rage. 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 p or to June 3 0, 2007 that they would received a 37o GABA.

Defs.' Resp. to Plts.' Request for Admission Nos. 14 and 15, attached hereto as Exhibit 24.

61. In response to Plaintiffs' Request for Production Nos. 15 and 16, the State

produced several documents, including copies ofhandbooks, workbooks, newsleners,

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.' Requ€st for Productiol

Nos. l5 and 16, attached hereto as Exhibit 25, Etamples ofthe statements from these documents

follow.

a. "The GABA insures an increase ofthree 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 Guaraoteed Annual Benefit Adjustment (GABA) will increase your

retircment benefit every year ifyou are eligible. The GABA insures an increase

ofthree percent over the previous year." Montana Public Employees' Retirement

System Member Handbook, p. 51 (July 2004) (emphasis in original); see a/so

PLAINTIFFS'51^ FMENTOF UNDISPUTEDFACIS -ll r292805 3/183.019
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Montana Public Employees' Retirement System Member Handbook, p. 5l (July

2008).

c. "The GABA ensues a 30lo 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 plar choice p. 10-41, vet.2l20l02 (emphasis in original).

d. "Defined Benefit Retirement Plan Cuarantees: 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 Montana Public Employees' Retirement

System PowerPoint presentation slide l2 (undated).

e. "The GABA ensures a 3olo incrcase in your benefit from the previous year."

New PERS Member Information, defined benefit plan basics, p. 8.

f. "YOUR RETIREMENT BENEFITS ARE A PROTECTED CONTRACT

RIGH'T. PROPOSED BENEFIT CHANGES WILL BE FOR NEW MEMBERS

ONLY." MPERA Directions for Active Members, Employers and Legislators

newsletter p. I (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)."

Fo1m letters F:\RETIREES\Overlays\Overlay_OPT I FinalBenefitletterAll.doc

REV 32007; Fr\RETIREES\Overlays\Overlay_OPT 2 FinalBenefi tLetterAlL.doc

REV 3 2007; F:\RITIREES\Overlays\Overlay_OPT 3 FinalBenefi tLeft erALL.doc

REV 32007. This language also appears in a 2009 letter from MPERA to a

recently retired PERS member. Aff. Steve Garrison, at Ex. A (Sept. 4, 2014),

II.AINNTFS'S I^TEMENT OF UNDISPUTITD IACIS -t2- 1292805 l/183019
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attached hereto as Exhibit 26.

62. PERS members also received a "Defin€d Benefit Retirement Plar Arurual

Statement" fiom Defendant PERB each year which provided each individual's retircment plan

information. Al some point in the late 1990s, the annual statgments began including the amount

of contributions to PERS, the value of the lifetime retirement benefit, and the value ofthe initial

monthly benefit the individual would receive ifthey continued to contribute to their retirement.

The Annual Statement also provided specific information regarding each individual's service

credit for employment, service credit purchased or transferred, and service credit purchases in

progress (including one for five service credit purchases). The Annual Statement repeated the

State's promise to pay the 3% GABA. A1'l Mike O'Connor, at Ex. A (Sept. .1, 2014), attached

hereto as Exhibit 27.

63. The June30,2005 Annual Statement providedr "The lifetime benefit is equalto

the benefit you will receive over an average lifetime, including a 3olo annual benefit increase

allowed by statute. +* . . . "x Note The salary used to calculate future contributions and

behejils assumes d ].5''k annual salary increase. Lilbtime benefl rqlues illclude the 326

gudlanteed annual beneft adjusmefi (GABA) paid each January aftet you ha|e been rctirc.lfor

17ear. . . . Your benelit will not be adversely affected by unfayorable investment returns.

PERS - not you - assumes the investment risk." 1d (emphasis in original).

64. Other facts peninent to Retirees' Motion are included in the accompanying brief.

DATI D rhis 5] day ofsep(ember.20l4.

BROWNING, I'A.LECZYC, BERRY & HOVEN, P.C.

By

Jessie L. Luther

Attomeys lbr Plaintiffs

r292805 vr8l.0r9PLAINTIIJFS' STATEMENT OF UNDISPUTED FACI'S I3 -



I

2

3

4

5

6

7

8

l0

ll
I2

t3

l4

t5

16

I7

18

l9

20

2I

22

23

)4

25

26

27

CERTIFICATE OF SERVICE

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

Timothy C. Fox
Michael G. Black
J. Stuart Se$est
Montara Attomey General
P.O. Box 201401
Helena, MT 59620-1401

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

PLAINTIFFS' STATEMINT OF UNDISPUTED FACTS 14, 1242805_l/r8l0r9



STATE OF MONTANA

County of Lev/is & Clark

The undersigned, Patdcia J.

AFFIDAI'IT OF
PATRICIA J. DAVIS

)
: ss.

)

Davis, under oath, does hereby swear or affirm:

l. I am the Member Services Bur€au Chiefofthe Montana public Employcc

Retirement Administration. I have held this position for tlu.ee years.

2. My general duties include administration ofrctirement benefit calculations for the

defined benelit public employee retircment systems, including the public Employee Retirement

System ("PERS"), administlation of the defined contribution system, and deferred compensarron

plans, and other duties as assigned.

3. There are cunently approximalely 28,401 active membeN ofpERS.

approximately 19,451 rctired, disabled and survivors receiving PERS benefits, and an estimated

3,000 new hires each fiscal year that will become membets ofpERS.

4. Following enachnent of HB 454, and it becoming effective July l, 2013, MPERA

employees have been taking steps to implement the changes to the retircment systems contained

in HB 454, including and specifically the reduction in the Cuaranteed Annual Benefit

Adjustment ("cABA").

5. PERS New Member Handbooks ate in the process ofbeing updated, as rs the

PERS Defined Benefit handbook, The handbooks contai! infomation describing the benefits

accorded members. This infomation 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 ofactive employees regarding PERS have

been updated.

7. The Defined Benefit/Defined Contribution plaa Choice documents are currenlry

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



8. Other actions tlat are in the ptocess ofbeing taken and which must be completed

by December 31, 2013 include the following.

9. The.e will need to be language chalges on the annual statements that provide

active members snapshots oftheir account balatce and contributions.

10. A retiree newsletter will be sent to all rc1ir9d PERS members in December 2013

that will descdbe the reduction in the GABA to I o/o based upon the most recent actuarial

varlultoD oI |LKS_

I l. A notice will be sent to all PERS retirees notifying them that their benelit will

change and on January l, 2014 their GABA will be reduced from 3% to l%.

12. A rcduced GABA rate will also impact members' sewice puJchases, early

retirement facto$ arld single life anluity calculations. There will be changes to the benefit

calculators, the web self-se$ice calculator, application foms and member communications

related to all these areas.

13. MPERA will have to pay for the printing of sufficient quantities of education

mat€dals, new hirc handbooks, as well was the correspondence to tetirees regarding the HB 454

reductions to GABA. Due to the quantity ofpinted copies, the expense ofproducing mese

documents as \4ell as staff time sDent will be substantial.

PsryAfijdavi(2).dodlE3 0l 9



Further Affiant Sayeth Not.

DATED Lhis #aryor Cc.r<.bil-, . zor:.

- , ,, .Oo 
tli: l-&4_ day of--Dc:tobe,t- 2013, before me, rhe unde$igned, a Norary

Publ,c in and for the State ofMontana. personally appeared patricia Davis kiown to me to be the
person whose name is subscdbed to the foregoing instrument and acknowledged to me that she
executed the same.

_ In witness whereof, I have hereu o set my hand and aflixed my notarial seal on me oay
and year first above witten.

(Notadal Seal) Pinted Name:
Residingat: ll.e-{etta MT
My Commission Expir€s a/ | / t

ARY PUBLIC FOR THE STATE OF MONTANA

,,il^Hiillilm

'nyiffiff"*J,
Ma'$ 0i,2t3

ffi's
u-qT&

PariyAfiida!it(2).dodt8i.0l9



AFFIDAVIT OF
MICHAXL O4IKE) O'CONNOR

STATEOFMONTANA )
: ss,

County ofLewis & Clark )

The undersigned, urder oath, does hereby s\.ea! or aflim:

l. My name is Mike O'Connor. I reside at 661 N. Wa(en, Helena, Montana.

2. I worked for the Montana Public Employee Retirement Administration (MPERA)

from 1979 to 2005. MPERA administe$ the Montana Public Employees Retirement System

(PERS). PERS was created in 1945 in order to atfact and retain employees in the public seotor,

and to Fovide for an adeqMte retirement for public employees. MPERA is attach€d to the

Montana Department of Adrninistration for administrative purposes, and is administered by the

Montana Public Employees Retircment Boatd. The Montana Public Employees Retirement

Board is comprised of seven (7) individuals appointed by the Govemor. I held various positions

within the MPERA, and frcm 1 996 to 2005, I was the Executive Dftector, which is the lead

Administrative Offrcer lbr MPERA.

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

of28,401 active employees and 19,451 retirees as ofJune 30,2013,

4. Dudng my time with MPERA, I was active in the developmeot of legislation,

which was presented to the legislature for considemtion,

5. The Board mr-rst approve all legislation presenred to the legislalure. anc,

determines what position tle MPER A. might take on various other pieces of legislation aff€oting

the Montana Public Employee Retiremenr Syslem.

Page 1of4 EXHIBIT
T r'qIEA



6. I wa! erployed by MPERA in 1997 as Acting Administrator and pailicipated in

the development ofth€ Guaranteed Annual Benefit Adjustment (GABA) that was ptesented to

the Montana Legislature fof considemtion

7. Prior to the 1997 session, there were bills inttoduced in many sessions which

prcvided ad hoc benefit incrcases in retirement payments made to public employee retirees.

8. The Board and the MPERA decided that a more appiopriate method ofad&essing

increases ofretiement benefrts was to provide a comprehensive piece oflegislation 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 inJlation o[ them.

9. The resulting legislation was HBI70, which esrablished an annual benefit inclease

of 1.5% pe! year; it applied that increase to all retirees, including all those who retired pdor to

t997.

10. The increases in benefits in 1997 were 'paid for" by increasing contribution mtes

by employees .2o%, and by decreasing other benefits that public employees and public employee

retirees had by la1v. In essence, some of the pre- I 997 PERS bene fits were reduced or

eliminated and employee contributions \'r'ere increased, but concunently benefits were indeased

by providing the 1.5% GABA.

I l For example members were required to pay tle full "actuarial cost" to puchase

military service. Actuarial cost ofpurchasing selvice is based on your current salaxy, age and

years ofservice. Ifa member age 60 with 25 years ofselvice with an annual salary of$71,701

is wishing to purchase 5 y€ars ofmilitary service than they would be required to pay $85,181

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

Page 2 of4



the members 1lh, 12ft, 1lrh, 146, & l5s years salary tirnes the employee & employer

contribution mte. The cost to purchase the same military serice under the old method would

be 532. 967.

12. The narne provided for the inqeased benefits in HB 170 was specifically and

carefully chosen. It was not called a Cost of Living Adjustment (COLA). It specifically was

called a Guaranteed Annual Benefit AdjustmeDt, indicating an intent that the incrgases were

guaranteed over the life ofthe retiree.

13. I have prcpared the attached charts based upon an average rctiree who retires at

the average age after the average years of service as reported in the most recent actlladal

valuation.

Exhibit At Public Employees Retirernent System Average Rerjree cost of GABA
Reduction fiom 3.0% to t.Sy" ftom tgg6 to 2020,

Exhibit B: Publio Employees Retirement System Average Retiree cost of GABA
Reduction from 3.0% t o | .OVo ftom t996 to 2020.

Exhibit C: Public Employees Retirement System Avenge Retiree cost of GABA
Reduction from 3.0% t a | .5y" ftom 2012 to 2036.

Exhibit D: Public Employ€es Retircment System Average Retiree cost of GABA
Reduction ftom 3.0% to |.eyo fiom20l2 to 2036.

14. Exhibits A and B are based upon the average person who retired in 1996 at age

60.1 after 18.5 yea.rs ofservice. These Exhibits provide comparisons ofth€ monthly retirement

benefits beginning in 1996, Iirst wirh a 1.5% CABA from | 998 through 2001 increasing to a

3% GABA in 2002 versus a L0% GABA from t 998 forward, and show the total amount of

retireme[t benefits an individual would lose under a reduced GABA.

15. Exhibits C and D are based upon the average pelson who retired irl 2012 at age

59.3 after 19.8 years ofservice. These Exhibits illustmte what the GABA reduction means in

Page 3 of 4



dollars to monthly rctirement benefits. These Exhibits provide comparisons ofthe monthly

retirement ben€f1ts 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.

I 6. I have also prepared a summary of data from historical actuarial va.luations of

PERS, including the actuadal accmed iiability, actuaria.l value ofassets, unfurded actuarial

accrued liability (or surplus) and the funded mtio from 1992 thrcugh 2013. This sumnary cnarr

is attached hereto as Exhibit E.

Funher Affiant Sayeth Naught.

DATED this , day ofoctober, 2013.

- ^l+rOn this tLf day of Ocrober 2013, before me, the undersigned, a Notory Public in and
for the State of Montana, peNonally appeared Michael O,Coruror known to me to be the pe$on
whose name is subscribed to the foregoing instrlunent and acknowledged to me that he executed
tne same,

In witness rvhereof, I have herelrnto set my hand and affixed my flotarial seal on the day
and year first above written.

A,].IBER O CARLSOIi

i,r a6tr/tfY llJBLlc fd Ihs

il" -'Td,!olMcMfa

&.\#d
R€rldlllg atH.lon6, Lionbna

Y Comm lalon E$i|ee
Ars|lrl 2e,20i8

Printed
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Public Employees Retirement System
Average Retiree cost of GABA Reduction from 3.Oo/o to 1.SVo

Average Agea 60..1
Awrage Years ot Servic€* iB.5
Average Monthly Benefie $S37

*Source June 30, 1996 Actuariat Valuation

.I€3-r

x996

7997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2071

2012

2013

2074

.2015
2016

2017

2018

2019

2020

56,444

56,444

s6,541

56,639

S6,73s .

s6,83e

56,942

91,046

57,259

57,368

57,479

57,1os

$7,820

58,056

58,r77

s8,300

58,425

58,ss1

S8,67e

s8,809

s8,941

59,075

Monthlv genelit-

GAEA

1998 - 2001@ 1.5%

2002 -forward @ 3%

Monthlv

Ee!$!
GABA @

1&.

5s37

s537

Ss4s

5570

5579

S587

$s95

s605

5614

s623

s533

5642

S6s2

S661

5681

S692

5702

s713

s723

5734

574s

AnnualCost
ofReducine

GABA to

!&
s,
9-

s-

5-

5-

5-

5(103)

5{210)

5(322)

5(43e)

s(s61)

s(821)

s(1,104)r

s(1,411)

5(1,574)

511,744)

s(1,s21).

5{2,49s)

5(2,917i

A!-!!!L
g9!r

Benefits

Am.c3l-
Glg!!-

Senefits

1

2

3

4

5

6

7

8

9

10

t1
12

13

15

1,6

t]
18

20.

21

22

23

24

25

ss37 s6,M4
5537 56,444

ss4s 56,s41

)foz )0//16
SsTo $6,s39

ss87 57,O4s

560s 57,255
s623 57,474

s64X $7,69S

s661 57p29
5681 58,167

5722 58,564

$'t44 $8,924

s766 59,192

5813 59,151

9837 510,044

$862 S1o,34s

s888 s10,6s6

s915 S10,97s

5942 S11,30s

5970 511,644

Totel 5(2s,525)



Public Employees Retirement Systems
Average Retiree cost of GABA Reduction from 3.0.h lo 'l.0%

Average Age* 60.1
Average Years of Service' 18.5
Averags Montily Benefif $537

*Source June 30, 1996 Actuarlal Valuation

!e.a!

1 1995

2 7997

3 1998

4 L999

5 2000

6 2001

7 2002

8 2003

9 2004

10 2005

11 2006

12 2007

13 2008

1,4 2009

15 2070

76 207r
17 2012

18 2013

1,9 2074

20 2079
2t 2016

22 2017

23 207a

24 2079
25 2Q20

Monthlv Benefit-
GAEA

1998-2001@1.5%
2OO2-lowatd@3%

Monthlv
genefit-

GASA @

!&

5548

5587

s50s

S611

S617

s630

5642

S549

S662

5537 56,444

5537 56,444

)54r >O,541

5553 56,639

))oz >b,/Jd
5570 56,839

s587 57,04s

s523 57,474

s541 52698.
s661 57,929

5701 58,412

s122 58,554

S744 Ss,924

s766 59,192

s789 59,467

58X3 59,751

5837 5L0,044

s862 510,345
gsss S1o,6s6

s91s S10,97s
<ca, <1r ?nq

S97o 971,644

AnnualCost
Annual Gross of Reducinq

9clsIlg GABAto

lM
s6,444 5-

56,444 5-

90s08 $(32)

s6,s14 S(6s)
<6 61c q/cqrl

S6,706 $(134)

56,773 51272)

t6,840 5(416)

s6,909 S(s6s)

55t974 5(720)

57,048 5(881)

s7,1r8 5(1,048)

St,Lag 5{J,222|,

51,26r 5(1,403)

s7,334 5(1,s90)t

57,407 5{1,784)

57,4a1 9(1,986)

57,ss6 5(2,1s5)

57,632 512,412)
: 57;?os S(2,834i

s1,185 5(2,871)

s7,863 5{3,112)

s7,942 5(3,353)

s8,021 5(3,623)

s8,101 t(3,8921

Total (36,323)

A!!.c3L
qglr

Ec!rt!!

ExHlFtr

iib



Public Employees Retirement System
Average Retiree cost of GABA Reduction from 3.toloto,l.5yo

Average Age'
Average Years of Service* i9,g
Average Monthly Benefif $1,,159

'Sourco June 30, 2012 ActuadalValuation

E3I

I ZO12

2 2013

3 2014

4 2075

5 2016 .

6 2017

7 2078

8 2019

9 2020

10 2021
11 2022

1,2 2023
13 2024

14 2025

15 2026

t6 2027

11 2024

B 2029

19 2030

20 2031

21 2032

22 2033

23 2034

24 2035

25 2036

Monthlv
gc!€t!

GAsA @ 3%

lVonthlv

Ecle!!
GABA @

1&
S1,1s9

5X,194

sl,230
51,249

s1,286

51,4o7

$1,428

51,449

s1,493

S1,s38

91,s84

s1,508

51,1s9 513,908

$1,194 51432s
s1,230 S14,7sS

51,266 515,198

s1,304 S1s,6s4

)rb,12J
51,384 916,607

t tt,!v>
51,458 517,518

s1,s12 518,147

s1,ss8 918,591

s1,604 Sr9,2s2
51,6s2 SX9,829

57,702 520,424
<i r<r

51,806 521,668

51,850 522,378

s1,916 $22,988
(r o7r

52.032 524,388
<) nqr <)< 110

52,156 525,873

s2,221 526,649

s2,2a7 $27,449

52,3s6 52a,272

AnnualCost
of Reducinp

GASAto

1&
513,908 S-

s14,r11 5(209)

s14,328 51427)

514,s43 S(6s4)
grc,zer . 51aszj

s14,983 5(1,140)

s15,208 S11,3se)

515,436 5(1,659)

s1s,657 S(1,9s1)

s15,902 5Q,24sl
s16,141 S(2,s50)

s16,383 5(2,869)

516,629 S(3,2q1)

516,878 g(3,s46)

gr't,Br $(i,so6)
517,388 5(4,280)

sr7,649 5(4,669)

s17,914 Sl5,O74l

518,182 9(s,49s)

$1s,4ss S(5,e33)

$\a,732 5(6,387)

s19,013 5(6,860)

519,298 S(7,3s1)

519,s88 5{7,861)

s19,882 5(8,391),

Total 9{88,959}

Anfiual
qa!!-

EelrIl!

A!-!!4
Grs$-

8s!s$!
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Public Employees Retirement Systoms
Average Retiree cost of GABA Reduction from 3.0oh to 1.0o/o

Ave€ge Age'
Average Years of Service*

59.3
19.8

Ye{

2072

2013

2074

2015

2016

2017

2018

2019

2020

2021 .

2022

2023

2024

2025

2026

2027

2024

2029

2030

2031,

2032

2033

2034

2035

2036

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

Monthlv Annual
Benefit- €jSlr

GA8A@3% gslrft!

Sl,1s9 513,908 S1,1s9

S1,1s4 S1432s $I,171
51,230 Sr4,7ss Sr,$2
51,265 515,198 51,194

Sr,:'o+ $rs,ssq SL2o6 '

s!,344 s16,r23 51,218

51,384 51.6,607 S1,230

51,42s S17,10s 51,243
51,468 517,618 51,255

91,s12, $18;147. .. 51,288
91,ss8 518,691 51,280

s1,604 579,2s2 51,293
gr,6s2 5x9,829 51,306

s1,7o2 s2O,424 S1,31s

S1,7s3 521,037 91,332

51,806 S2t658 51,346

51,860 52231a 51,359

S1,s16 S22,s88 91,373

51,973 523,677 51,386

52,0:z 924,339 ,t,att
s2,093 s2s,119 51,414
52,156 S2s,873 51,428
52,221 526,649 51,443
$2,287 527,449 51,4s7
92,3s6 92',zi2 91,472

Monthlv Annualcost
Benefit- Annualcrcss ofReducine
GABA @ gelr&g GABAto

lM !,!&,
1

2

3

4

5

6

7

8

9

10

11

72

!4

t7
18

19

20

2I
22

24

25

s13,908 $-

514,047 5(278)

514,188 S(s57)

sr4,329 5{868)

514,4].3 Si1,181)

sr4,6r7 5{1,s06)
s14,764 5(1,843)

$14,9rr 5(2,194)

S1s,o6o S(2,ss8)

S1s,211, S(2,936)l

515,363 5(3,328)
(1< <r7

s7s,672 S(41s8)

$1s,829 $(4,596)

S1s,s87 Sts,risotl
516,741 S(s,s21)

515,308 5(6,010)

s16,471 5(6,515)

515,636 5(7,041)

$16,802 5(7,ssst
s16,970 518,149)

517,14O 5(8,733)

517,312 5(9,338)

517,485 5{9,964)

$17,6ss S(10,61j)l
'loral 

1114,269)

s'



Public Employees Retirement System
Historical Actuarial Information
( dollars in thousands)

Actuarial Accrued Actuarial Value of
Unfunded Actuarial
Accrued Liability

(Surplus)Year Liability Assets
Funded *

Ratio
1992 $1,410,298

1993 No Valuation

1994 91 ,625,720
1995 No Valuation

1996 $1,826,206
'1997 No Valuation

1998 $2,300,328
1999 No Vatuation

2OOO $2,273,407

2OO1 No Valuation

2OO2 $3,077,764
2003 No Valuation

2OO4 93,514,085
2OO5 $3,719,998

2006 $3,919,313

2OO7 $4,201,25'l
2008 $4,504,743
2009 94,792,819

2010 $5,241,819

2O1 1 $5 ,41O ,'t 44

2012 $5,661,281

2013 $5,160,951

* Funded Ratio rounded to whole o/o

$1,133,20.1

$1,366,864

$1,629,706

$2,128,065

$2,843,347

$3,076,781

$3,047,287

$3,179,010

$3,459,084

$3,825,234

$4,065,307

$4,002,212

$3,889,890

$3,800,479

$3,816,920

$4,139,921

$277,O97

$258,856

$196,500

$172,263

($569,940)

$983

$466,798

$540,988

$460,229

$376,017

$439,436

$790,607

$1,351,929

$1,609,66s

$1,844,361

$1,021,030

800/0

840/o

890/0

920/0

125yo

'tooo/o

87%

8so/o

880/.

91%

900/6

440/o

740k

700/o

670/.

800k

EXHIBIT
I rldtv,
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fa$ilr or Drovid€F thrt de chos€E bv ih€ fsmily t' the exlert po8Eiblo to neei

the s;ab ;fth€ Youth Court A.t."

(h, This s€ctrcn buBt bc placed in House Bii No l14 snd b in!€ndsd to be

""0'?Jl*rTi"ii. "l'iitii 
6 p'," r' -a tu" p""i"G of ritre 4r ' chaprer 6

p€n 3, spplY io thi! seclio!:

'NFw AEa'rInN Soctior {? Cflt ri! for pla4sE€d,of yootb, 
-in

yorrtb-t 
"-"-.ot ""ot 

E. A vouth Dav b€ Pltced in t voutb as$menl

(l) the youth meet! the rcquiremeds fot Place$dt in shellet carei

(2) the toutb ha! Dot conrditted an sct tb't would be a felonv offeuB€ it
cornmittld by e sdulti

13) rbe youth need! d allemstrve 6t3tr a€cured sit€ for evsluatio! and

ossessmebt of the voulh s oe€d ror serr@l

(4) the youih aeeds t! be held accourtable for the )buth's actio6 witb

Btructuftd Prcg"m_ingi rld

\5) rbe youth neets quahficstiolB e oultired hv the Dlacement suidelhs
tt'"t ue a.ttmtea Uv r li aePdment and @rdina;ed *i[h the guid€Un€ u6ed

by the youth plac€ment cornliti€e "

() ThjE sectioD mult be placed in Hous€ Bill No l 14:

"NEU-SEqUON- s€cttoD 60 Cod€ coEntlslorer l"truciion' {1)

wt'"."-"Tiit"*.* t. "- affErc€ie aF€€ment" app€@ ir Houe Bill No l 14'

iiliiiii',iiiiiiiii."i'' hi*r"t ." ch;ee it b a; ippmpruie rcr'r€de io "a

{2, Refereffes to "ar oflerc@ og!€€meor" ibar aF.ontd!.d in Trl' 4r'

.r'"#i t'r,' ii-r"i,r *"-JJ bv ib; s6th recjsrarurP nulr be cban8td to a

psile asleerdeDi".'

S€citor 60. Saving clsut€.lThjs &tl d@s n't aflet rishi€ a'ld duti€6 tbai

r*i'i=d, p""ir"* ,r''i*".e rDcuded or pMedrn€! ibat wer bepn before

tth€ effsliw dat€ of tbjs 5cil.

a€crtoD 6r. Appllclbilltv tThis acll appue to Foceedin€E coDr_oenced

alle! ftbe etrRtile dste otthi! act I

Appmv€d Aptil 1?, 1997

CEAPTER NO. 287

IHB 1701

igi"{pdr.t]iejffiift'+fr ':ffii,it{il#,#.*f^tr

EXHIBIT

l
t
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It is th€ i,

(2) (a) Ifa

O)raE

(c) Ifaber

(3) Excepr

O) rhe bei

(4) The bi

durinA the Pr
(3) nu3t be i,

{2) (a) If!

AITERNATIVE TO CERTAJN DOSTING BENEFTTSi INcREAsING

igHfi!_rof,ffi T.ffi $,R'Jil[""TIilflt?1'A",*TiSf..,]B

lF;w'*ry;iffi"rurg*,+^-*wrog

ffigffi.F:f,w.,ffitr#"ffiw,#ff#w
ffi iii:i.Fe,iljffi t4itr"tr,tr"it?l+trJr''wx;AIUU^STMENT AND FOR AI.L NEW I|{XMBERS: AMXXNW-C Sri'CirO-ri;3 2 404, 3-2.106, 19.3-316, 19_3.316- l9_3-60:i

l*l1lar r?^6;.69?.^'e:try',-".u."or. ,r."oo'i,1tn%-uot& i';t?l,?, iSt.lBJ:
i;ii:".i 1;.,i;!K; iJ.,'; *,,1,';lL'f rli,:-i?iii?;9;il3: lf ;l.i88l:

i irI .i?:i*fl &i,::riilTf i,,xii,littil9,lJl;l:,U,"il;'i: zuI9.8-I103, MCA: AND PROYIDING AN EFFECTTIE DATX.

STATEI,TENT OF INTENT

or1,i1r'*511"l+"ff ",":"ry",*#;i'fl "Tff tr1r,:"::"l,iTJsI
t$pleEeDi rhe ptuvbioD! of ihe bi]l

. Il, i! tbe int€Dr,of lhe legiltatur€ !o gusrolie. a .ainiDur,ewl of arDualfor re(ired neDI€E and tbeil cootin€Enr "-un_rs -suMvom uder ech of the sllrewide pubuc emplor€ rar.rr*, ,y"**. ir,"
l"€.]"t"re "l"o 

inkDds b fud tbie euaEki,uA5A, u rhe mcr cost.effecr,*,**po*,oi.o. 
*- b€D€6I a4icbebi

- Beca@ rbe.cABA i! rorerded Lo address rh€ ero€ioo of Eriao€Dt. beDeffr.s.aused by in 0rtioD s @r-e{recr I Ely @ possible, ir is r.he inbnr of rbe IeE !l.ah;;h.I Lne€ls,'te.d aru:u] l5S rn-rumum sdjullEent nor tegia unll 
_of*r 

ttrenngn-ar Denehr hr! been p&id for ar tesr86 doDrru.

BMu€eiL i6 Dost .os!-efect iv6 ,o reduce currcnr urJu Dded tDb ilir,is a! eell3! to avoid turun unfud€d_trab iae uo ro tura neq lereirr;;;;i;;;,
rne Dlll proqde8 t hlr rh€ GABA b" substinrr4d for oche. ben"nr" i" ..u""L Ji"t
#;ff.,i,i:.tr#Hi:,fi #'J;SHifi ffi T"Ti,f[i"ot'*'"",'*'

, _ID 
the public eoploye{a,. sherilT!', ud Cree ra}deD!. reru.medr syBteoE,6! r'emt,e}3 wi[ auroElri@uy be covered bt rbe GABA pmvia"a r.. i" ili" t ib8Lead oI tbe crFenc posircriEnenr .djust;€ r b.6€d.;;r,";;"rr-"_"_s".

_ ,Ib 
r,be b igiway palmt offiers', muEicipa.l potic€ ofters,. ffFfighr€E,u!fi6d,ud Jud8Fs HireEelr sysr.E3. ia *hichlh; s,rbsriru.to" 

"r 
tM -CegA i. o;Gor otber benefiE i! dor a cles bcnefi! eDluDceDebr. fo. 

"tr 
*.""f ,"iiu.,iili
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lhe

:t!

h3l

""^P,:_Irj.'.91!F fe+lE rhat the Eobers be provided q,h a rhomudr
5mysr6.o-r rDe D€rEbk to b€ Bub3rlrured so rh6t n@b€rs EAr iDdjvdus.Iv ;dmvocabry erect qherbe! ro be @vered ude, t be prcyisioE otilris bix. Ho;fle..
aollln6$arN€ €rajt be rquircd b re@dm€Dd . sfEcific d besr choi@ rolmuoual |DeDireis.

It i! lhe ilt€rrofrbe led6larule ibar ell tutur€ @Dbels of rhese systems becolrEd by tbe GABA i! plae of ert{iD o!tr ! b€nenb
Be it eflacted br tha lzsielaruz ol th. atub af honra,o:

^...Ig:l.tt q*-"F4 "f"d b€r€nt r{usth€rr. ,r. subje.r l.
Bu NeuoD r z), oD rsuart I ote.b yes, tbe perareDt monthlv benefir ;vableo^utrg th? preedlng J6ud'y r. ech ,eopenr *bo iB eusible uidpr Bud;rion(r) Eust be tncreed by t.5%.

. 12) la) If a recipieD Cs bdelir psyable durjng rhc p.€.edins Je ury ha! tRnucre5led by oDe or mor. aqilEnEells hor proyided tor in rbi6 ffir6n ed rhsaqjurrd.br€ eount Lo leff $![ E t.6q Mualized incMe. rhs rbeleiDrear.sFlenr ou6r_be_aq,t'8t2d by s a&ounr r!!l *1ll prowids a r.ist @;sliredrD@ae otl.6q b lhe beoefit pajd sjnce rhe pF.ed gJuualy
rb) If-a recipjeol s beDefit p€yable durils rtre Dr"cedijrs ,rmuarv tE benwreared Dy oDe or ooF adi|l3rmebr! tror pmeided to! i! chi! se(i;n ard rh.e.€r€6 MouDt ro Eo.e rba! s 1.69 muslized Dcrea*, ilen ibe benetitroclle pronde<l uDder thi8 sertio! m$[ be 0C

rc\ Ifa betrefir recjppnr i! a conling€Di allu.ilrnt r{erqne a! oDhona, benefirupoD rr,€ do3tn ot lbe onglNl p€y.e rh6r eclrred silce rhe omilios Jeuerr. ow rq'prerr-s moDrbly beletii 6usi be jldeatrd ro t:5% oo; tbrD rtie@oar rD,r ch€ cooUogeEr enuir€nr wnutd hsve trejved bld rhe @nrinenr3DruranL Rejved 3 benefit dl]fug the pr{edidc Jsnu6rv

.(3r Erepl s pmvided in slblstioo r2.ab , o b€nefir rRioieDr is elipible fdr6e.mc! ruvr the miniDum aDual b.nefir !4jusrEeff dmvided ro; i! rhis

..^^jil'!ilj.":,!l ::l,,9uor daie isat re!!l 36 bo,Lh! pdor ro rsua,y I ofthey@ D truch trre acliustment b to b€ m&: ,n.l

"",g.ri?.,"Jff,r,i:'r-* 
is no, aD acrive ooEt€r ofa pubric EtircBent 6yst€m

(4) The board shall adopr .rles to a.tm iniat€. rhe pmviaions of thjs s€ctioD.

. s€ctloD-2. cuafaDt€€d oD_Dut b€nGfir adjEab€rt, rt, Subiecr toe$+cDoD , z). oD !,&uary I ofeach yerr, rhe pe, tlMenr molrbly b€nefir ;avableo!ro€ roe preedlns Janudly ro each r4ipieDr sho i6 rLgitte unae" euriairton!;J' D|l3t be incr@ed by 1.5%.

_ --r2l 
/d If I recipiert s bereltr payable drhrs lre prec€dihg Jmu6.ry he, beeDEtre3led bJ one d no.e a4iusrEenrs nor prwided fo in r.hi6 e.ti;h sld rheaoJ!3rEents dlroat L t& rha! a L5% sn uatjz.d i.cr€a3€. th€n tbe raciDienr,dNoenr mu€0-be aqiuEred by s.n amouEr ttut sju pNvjde a nnt muarizeatdcea€ of 1.69 i! rbe b€Defir paid since cbe prft6dj;gJeurry.

UI

j,
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. ab) If a r€cipieDi's belofir p6'€bte duing tbs pNediDg Jaluary bas ber
rncre3!€d by oro or @re s4iullIlenl! Dor pmvided for in this socl'io! ed rhe
rncr€3l€s rmoult to mo.e thlD a 1.6% annusrired incrrlle, ihen rhe beDefit
iacrea!€ prsvided under thjs sscriod !!ust be o%.

rc) Ua bedefirtecipleri i! a conrtDgpDt ar.Duits4 receiviDg aD optioual b€neffr
uPoD Lne deoth ot cne origjet paye6 thsc ecurred Eir.s rhe Drecediba Jeud.
lho na rpctpieD! 3 moDllty b€refit Eu* tre iD@s!.d co 1.6% Bo; rlrn ,.de@urt tblt tbe coltiD€En! a@uirllt woutd hlve |efu€d bad rbe @n!i!eDi3euit€lt rcceiv.d a benefi dudrg rhe preceding JaDuafy.

(3r Ekepr s prcvided iD subEtioo \2,ftr, ! benelii Fipiere i! elieibb r@
aod mu3i rcc,ivc the raiDibum a!!u6j bemfit aqjustnent pFvided to ir lbjs

(a) the b€riefit'. iEitiatiou d.aie j! ar t€5!r 86 dolrbs prior to January I of rhoyesr ir which ihe sdiEtEent is ro b€ rDrde;

(b) th€ benefft recipisDt ir nor ar aciive raelnb€! ofa pubric retileEeDr sr€iem
coveed by thi! titlej a!.t

(c) th€ lleEber or benefir recipi€ni eithel
(i) ff$t beca&e s.D active meEb€r ou or ajier iihe efbcii\€ dar! ofthis aitl

( ij \ f ed a volur4ry, irie@ble etectioD ro be clwEd under I hi6 6echo!. The
electroa msl !e filed Firb rhe bosJd prior ro Jeusy t. 1998.

($ Tho board Ehdl adopl nrles to q.rninr't€r rhe plovjlioos of ihi! s€dtob.

. Aetron S. Cuaranteed sDnu4l b3rent adturiEonr. (1) Subjecr tosubstjoq t2r. ob JaDuEry I ofqcb 
'@r. 

rbe Fm't$rl! nonrblv bc!€fir ;aEbt€
d-urina lh€ precedilg JaDuary ro each r€cipionr who is etiebte uder su6;rion(3) nu3t be ilc.as€d bv I 6q,-

' 2) 'a, Ifa F.ipieDfs b€Defi! pay.bte during rbe preedilAJ&ualy ha! be€n
,b.Fa64d by otre or oore odru6rEenb Dot prcvided fo, D rh6 serioo ed rbe
sqJwtEeDts amouDa Lo Iw rhd a | 6% smualu.d iaclea!€, rhed tbe FiDrotrr'e
beDefii musl be &djusred by an mouDr l}ar Edl pro"id; a bt€J ;;J;
)mr@8e of |.5% i! lh. beoeni p6rd sio@ lbe pr€cedilg J&usry

rb) If s recipieD! s be.offt paya.ble duing tbe pRediDg Juusry has beD
Dfiedred hy one or moE aql1l3i8eEt6 trot provided fo. i! rhs 6€crioD and rhe
Dcr€€!€€ MouDl ,o uor? tlr! d 16{ stru8tned i!q€a!€, rhen lhe bcbeli(
Dcr€ap pmvided under tbi! sectiotr Dsr b€ 0%.

.r3) E @pr a! prcqded in subsr.ioo rz,ab'. s beneffr re(ipre.i j6 elifjbte tored musr F({rve rhe EiriEUm anDuel b€Deiir adiutheD! provided foi iD thi!
Betioh it

(a) ib€ t ercfit's initi&riod dat€ i! di least 36 nonths p!io! to Jaruary I of theyear ij' which the adustbeDt is to b€ rnad€;

(b) ibe beD€6t rectpi.rt is aot e aciiE EeEb€r ofa public .erilemenr dystaD
cov€rcd by this tjtl4 gld

dt

efl

ih

d€

qu
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(c) rhe Eemb€. €ithe.:

(i) 6!st bet:ee an active EeDber otr o' aft€r lrhe efective &t€ of ihi! ac :

_ rni f ed a voluntxry, i'€rorble €tefl iotr ro be coveEd uode! tbj! 6edioD. Tbe
elerioE mu€t be filed qiib lbe bosrd prior to Juu6ry I, 1996, od rmuir€s atr
acuve member to pat, an itrr@ed conFibuiioo rolz SoE L![? effediv; date ofr.$ act I ropard. A Etir€d @mbe! or !}e EeEbFr.s srEviw, ,bo ts rseivins a
dotrtbry blbeffr befor" lthe etrRlivr da[e of rhi6 scr , dh.I atdo ti.le the htuDll;.rnevwDie ehctioo Do lat€r ttra! Jeusry r, 1998, rc be @vered uoder ihj!

(.1) The board shlrr adopt lules t! admini€t€r the pDvisioE of this lection.

.. S€ctioD a. Stat cobrttbuitoE fo. locdt gbv€rlh€Dt aad *boold8tnct onplot€rr. The shte EhsJ cobrribure D@1bly frcb the geDerd tund
ro tbe pec'oE trurr ftDd a s@ equat t4 o.le of rbe co;p"*ri"";a;"",).;
eDplojed.by loca-l goerDrE€lt elliliB Md eh@t drsrlicrs ob ud a.&er Itbeeu(ht€ date of lhis acrl. The divirioD sh!.U cenify @osr€ due uder ihis
a€cxor on , monlbt, bdid, and rh.3t5r? tEalurer sbrl tmnsfer rho6e arboEljh lne peDdon trur tuDd witbjtr I gEk

. -Scctto.6. 
Syst.d to be fuded oD ectu.srbLb lourd ba6t _o€n|rlrrorr. Ar requed by Alricte \IIII. 6ecrio! 16. of rhe MoD!$m @urirution,

!i:-i 6ysl4m byt.b, faq{ 'o e s6n&dsry soDd ba6j! Fo. purFs.. ofthi!rRtlo:.. 'actusdaly sundlrsb oe@ th.i dDrnbutioba ,o 4ch;ys|eE Eutb. sunicFht lo pay rbe ftrll acrusid co€! ott'le sysleD Tbe I &;rui6t co€r
mcrude6 botd-lhe Dormrl 6€t of prcvidjlg benefir€ s tbFy slxrue i! tbe tuturreo I ne co8r ot amorrjzDg u!tr rded lilbiljtie€ over a s.heduled Friod of oo Dorc

s€ctto! 8. Sectioa 3-2".t04, MCA" is ameDd€d @ Eadl

, '3-^2-{}a. 
. Dtspo.taloo of f6. E cepl u orbertri* prcvidpd by )ss,*h*e-f6ura!fff all fes colected br rhe clerl EuGl be paid irto lhe sllr€ tr;sury

::d *ou':z:l !F cFdi. fed todregeneral rund-€x+M;

s€cdoD 7, S€cijoD &2406, MCA i, @ended t read;

'$2-?()6. .s€ttleD€rti and *@Lmb to stgro tudfto!. tt) The cle.k j€turD$ible ud Euot sta_l/ ac@u! for e4 rD bi6 l/r cteit i, srrileneui yith the
stai€ audit.r, trrull be chug€d *1lb ibe ff @our of a.ll fes 6l*t€d o.crrltEln,€ sDd ac.ruing u 6u.€ brcushr inlo rhe coul|, for 3€wicer EndeEd{s*i6.up to rhe tihe of elch sltle@ar. Tbe se!fleDont Eur t*e place
qls'lefly, aDd 

'mmedtutety 
+}iere'&c, dfr2r Eedb@n!, the clelk $l* srulj ev

che @oDt found re inro lhe lr4dly *{€-.he"dbri€-!l€J€€e:*{if,5;idffiorsF €+id€*ijl34{€{

,(.2\ Ib The.de* ee shati sko at the eod ofelcb quarr€r rpnder !o the srste
audrror, E as.b d totu es t b^r ttu 66rt,r shtz @dib; pFsibe!, ar a..oun t in
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1:g *i ydi.9.lh 9f+ fees chdsPlbre ud ,c6ui.s in cau!€s broush! inio
@un aDd Dor mluded ir his rfu cte.t b previoG dm@rs.

" r3-l !qr/f ct"ri ! sdary Fay Mr be auowed or paid ur it ar fee€ de€€Rise
ror ahrh h€ r^".t?.r r cho}SEabte }ave b€€n acouni€d for alld paid *€r..,. -

kior & Setion 19.3-315, MCA, i! ah€nded to read:

, ,'llqiLtf:^-Mjhb€''! coDtributio! to b. deducrod- (1' o! atd after
ouiJ L r# / vyl, rle ngrlla colrEbution of *b member b $?es 6.8% olth.
Eember B co@pen.stiou Ea.h denber 6 ca^.nbution in$qs.e to 6.9%
beginning hlr 1, 1999.

. 12) Psyment ofs€.lrde€ o! q.ges les tbe conlnbuiion is nrl ald conDLele
clllctrdgs ud acqu'tbrce ofa.I ctaibB ald deEsd6 for rbe erice rendeFd bv
memDer6 dunog ine p?riod coveftd by rhe palmenr. ec6p! rheir claio! ro rh;
Dener|I io wbrch tbey raay b. ebrirled ulder ft€ pmvisio; of rhis cbepa€r.

^ 
r3l E€ch emplo,Br, Itunuenr !o se(rion 414,hx2) of rhe f€dersl InEmal

reEnue t od6 or.re64i ,! d!€rded aid apptieblo oD July I, 1986, shal ojck u Doo_pey l,ne @DE bu t'oB tt6r sould b€ payabte by tbe meober uoder gud€crioi
( r ) ror srue render€d sii€r Jbe 30, 19E6.

, 111 Tt'e. heEl* s sn'nburioE pic)€d up by rbe eoproyer Eusr be
oodrgnsred tor .u pxrpo8ee of Lhe rerirerDeDt systen s! the heDberh
coo mbu hotre, ercept rbr tle der€rimlioq of s s upon a disFiburioD from rb€reu€menr E rsltE. thee 6rrribur@@ mut be@@ pd ot lhe Eember,s
a.cumulated @ntributioD! bui $u!r be lc.ornred for i"purrt ty non tlosepreviolsly e.lmulat€d

- i5). Tlle EeEber's @nrributioos picled upby rbe emplover EUsr b€ Dawblerrcm rne 34e aouE 6! id uled io pqy @EpeDlatiotr Lo rbe neEb€r and 
-msr

9". -:liq"d - lh:,q"pD..d FdsE6. s defrt€d io re r.r0z. ed.omFbsrion.i ne eDprojer-sba! deduct fron the Eemb€r.s @raleastioD & aloDr equr.l !oL@ @oE-i ot the DeEbert .oqr,rib u I io.! pi.ked up by lhe eDploy6r ed remit,rre tol€l or rm coDtnbutionr ,o the bmrd "

S€ctto. t, SetioD 19-3.316, MClq, i! ameDded ro read:

'19-3.916. Erbploy.! contrtbutl,on nrer. tr, Eeb emDlorer shalcolrnbu!€ io tb€ co3t ofberefiij uoder tbe sr€t€o. e*a.c_dror_J.li.+J€€Acwp, a prcul.t d ,a subedE4 r2', th€ dlrourt of the aEplor€r oeharibt+i€sF}-rs$-ern6o @Arrbrhoa B d potenaqe of tnz aaplo'€r's co@ed r€'rcU te
6.&+ tEaiinine Jult t,1997,oad intw n6. bei7ii"ine,luu t, igss.

t2t l6dt goueaa.n! and sch@l distnd ehpteret @zhtbuhou nrst b. th2totot enptoStp. .a4t i&lhtn mre pmuidd in sub*.tbn tr) niaus tha sLrk@4.dnuho^ .dte appli"d tD thait h. ht, e@td peyo s ut lz, twaon 41.-

S€ctlon 10. Sectioa 19-9,608, MCA is aEended to rcad:

__ jlt1.3J6; Eletlor t qualil5' -!rr$r s€Fvic€. I r) rar a E@pr @pmutTed t4 sub'ection Qt, d EeEbo. with l0 yerrs or more ofs€rvice cEdi ts oar.aI ary lDe pno. io rcrireEenr, @rle s qTirten etection wirh rhe board ;;pljrcn.6!€ serqct crcdib tor aI or aDy portioD of rhe qleEbef s etiv€ service brh. aEed tdl(es oI lhe Unirad Srare€, irctuding tbe EBt 6!€.El sewic€ fore or

lu2 rs43
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theAneiicrD hqchsnt Dariae inoct neoing serice dllling the !€nod ofsttoed
corilici, De<enb€! 7, 1941, to Au8ust 16, 1945, up to a roaximum ol 5 ye€m, if
the nember j! noi otherire elgible b .eceive .dice cFdit for thi€ stme aervice
pulsl@t t 19 2 ?06 or; inelisible u^d.r ttbtatita exd.

6) To qualit thb lervic€, the mellbe! 8hs.ll coEiribute t6 ihe FBion tru8i

d.tutiot.ostof
thz etui.e crcdit bas.d on the tbct n ent a.t@ri4l valutttiot of thz erttem.

(2) fd ff s melale. h!3 rgtired ftom acti!€ duty i! the aEed for.$ of the
UDit€d Ststes, i.cludilg the fir6t sp€cial se ice fo@ o! lhe Aneric6r oetchant
nlliDe h @eanSoiDg se.ice duins the period or arhed oDflist, D€cemb€r 7,
1941, lo Aus$i 16, 19l|5, with a Diliiory 6eri@ rctireEeDt leneffl, the EeEDe!
Eay Dot qualiry the memb€r'a militsrt seRice under 8ubatio! (l).

lb) Ho{ever, s seE}€r *ho b selviry or bs! sew'€d iD the militlfy redewet
vith the erqect€iio! ol r@iviDg a bilitary er.ice pension Eay qua[fy the
DeElerrs rctirc |lilitaiy 68ie uDdcr suh€ction ( 1) if the heDberk astive duty
in rhe amed foes of tbe UDrted St!t?s. irdudiDg l.he ffftt lpecrEl serice foM
or the Aneli@ E€rcblD[ Eari!€ i! @anSobg s?wie during the .med
coo.lti.t, Dec€nb€r 7, 1941, to AuSust 16, 1945, i6 oot morc iba! 25% of tbs tot€]
sum of aI J€{ts of niXlsrJ sewice including Merve ajld aclir€ duty time."

8€ctior 11. SdiioD 19-&512. MCd is eended lo rerd:

r'18.S{r2. Qualificstion ol 6ervicG ftoE otltcr publlc r3tit€||rert
s!.cr€Es. (1) A EeEb€r witl 6 o. Dote years of IneEbemhip e€rvice i. the Public
€mplo)r€s' Etilmeot 6y6tern my qudify:

(a) public sereice emplolEent covered unde! 6 public retirement cysteE
oihe! ih!! s srEtem pmvided fq iD Title 19 for whicb the member received a
retund of the nenb€r'8 laanbellhip contributioni Dd

(b) public sqvi@ €nplo}l4 th4l @cured befoE the public eEPloyet
adopted a public retireheDt srEt€n.

(2) A neEb€. @y Dor quariry rnor€ tba. 6 yearB ofseFice under thtu 6ectlon
ro qulrity ihi6 c€nice, a Dem-ber sh.all:

(a) al. aDy tiE€ before retireEent Inale a s"itteD €leciioD eirh ihe bo8rd to
qualit tbe g€fticq aDd

/b, colrnbuk Lo the lersion rluEt fuDd rhe ,ctuerbl @6r ol glanting the
sesie io ile pubuc eEplole$ reriEd.nt 6yst€D. e d€lerDilad by Dle boardr

tii ihelretbe.'ec6@
p{b+it+E!i€rs*i€t€i+€r€l€@t{n.}

{{) ihe mo€i rlced schrali!] vduatio! offtu srstun.
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(

(

(3) ContrilutioE to quelify service undor tbjs s€crion mry b€ !o!de h a
lumP8ue I,sJ,rneot or by maling additioDd cootributioru ir iDstallment! a!
sgr€€d upod by the merab6! !!d tbe board.

(4) Seryice qtrsliffed under thjs 6€chor nay Dot !€:

(d cledit€d ir a4y other retir€n€ni systen ulder fitle 19; or

(b) upd t qua.l8 a EeDber to lulchaso Dilitary service uide! 19-3.603.

(6) S€rri(r qurlilied Dder this €ection EAy rot be uB€d iD calcuhtilS a
menbe.'8 .eliEE@c b€nefii !nle!6 the oeEb€r's l8t 6 y€@ of s€ryice cEdit
1{er€ earned ud.r ihe public eDpl.rys' ElireEdl ByEt€n! If a rosmb€r's
qualified servic€ may rot b€ us€d iD .rlcuratins the nesbe!'s retireEent beoefit,
the EeEber I0!y choo€e to recaive ! returd of ths accumulated contribuiions
Ilade t! quali& t-b€ Ee*ice."

Secttor 12. Ssrion 19-3-613, MC,A" is ananded t4 read;

"19.3.613. Elealor ao plEcbrs. addtrtord eretc!. 
' 
L Ar any tins

bptole retiEEetrt, a peME w\6 b_ _ae a as-rer ef 6he reti!€H6t}t €'ts .s
b€S*-*df+r{380r€d ebo has 6 ye$! or 60r" of nembelsbip service @ay
oate r miH.en ele{rioD witb Ds }oord to ou!cbr!. additioDd sereice cred fot
th€ p!.!E@ of calculatiia th€ nenb€.'s ;tilenent benedt. Erc€pt @ pdided
in sub8€ction (3), the n€Iob€r Esy Dwchale I t?!r of additiolrt s€rd@ cFdit
fo! @h 6 year€ of meEbeJ3hip sedice thai tbe Eember hs3 qudlitied unde! rhe
Etirement systomr up to a t[EiEuh of 5 yert€ of additional service.

12) Fd eactr yee of ceMe q?dit pufthaled uder rhis secdon, d EeEbe!
sha]] cortnbuLe to iho pediotr rrus! tuad 6*{lio@+.S{€!.-+he*€b.+s
esEFF*tia-{3+-+h€-je s€n* F ied ,-- -riiaiolt pr66Cirg !

6.c
e6d6yof €€a ilEli€1r.!€.€oa. :-€.lin I9 3 316--d tg 3 316thz ut@ri4t @sl
of th. @tuie cndn bcted on th2 ,to$ rcccnt act@.ial shLation af th. sst tu.
CootlibutioE may be m!d6 in a lueFsue pa'Eent o! bt Dating addirioD!.t
@Dtnbuuoos in i$rallbed!€ B asred upon by rbe meeb€! and the bEd.

(3) (a) Excepi r! pmvided i! suboction (3Xb), of;€itut€aF,+-r€eq a
EeEb€r may eleci ro quaii$ a coDbired loral ofs yerrs ofa€Ni.e udq r 9.3.503,
19-3-512, or ihi! section.

(b) A nenbcr who ha6 p!ftI!!€d service unde! 19-3-60l o! 19-3.612 oa o.
b€foE Jeuuy l. 1990, 8l1d who elect! to purhale e€ric! uder this srioo
6hall rteiE G€dil for I be tu U EoD$! of s€rice purch&ed oa or before J&ualy
l. 1990_

14) S€wi@ pur.b,!€d under tbj! s€ciion b Dot EeDbeEhip 34ice lnd roay
not b€ uE€d t que[ry a loelobe: ro! Gcdice reti]ement,,

S€ctlon 13, S€ction l9-6-t01, MC.d i! aEerded to rcsdl

'l$6-101. Defhltto!!. LJEIe!. a dilYdlbr Eponrn, i! DlaiDlv ieDled bv
rhe mniexr. tb€ follos'lla deffririob! apply ir rhis cbapt€i

(1) "Comperuation" mes!! reeuneration a! defned in 9-16-103.3-5.211.
Dd 3-7-222 peid to & mern!€r.

(

{

!

{€x

duq
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" 
(2) "CuEeDt 6li!}, Eearu the curr€nt coD!€Dsatio! fo. ihe ofltce retircd

(3\ "FiMI tueroSe sL1rr" @B the @ftge of thz wntcr.s hiahat nodht,
@tttrc@at@4 ctun4g dn! s6 rcNe(unue M4ths of zlJnbrehip xruiaz n tha

.({, "Invol Dt ry retir€ment, mestu a r€tiremeDt not for causs ud lefor€

, k*5, -Rltir€d judF" oelE any iudsB of jusrjce jn ,@ipi of a retit€Eeni
DeDelrt uador tbi! cIDDler "

s€ction u. S€.tior 1Sd-4Ot, VCA i! aDeDded to resd:

(2) {be state of Mont$a shal @ntribuie Bontbly ftDo fte r€Dewabte
esorre g.!nt ed loa! prcgram a@ur D rhe stere sFcisl @.Due tuad ,o the
JudgEB pelriob trusi furd u amouDr €qudl |o'e4+4 25.81% ot theconp.B tio! paid io tbe chjef ssler couri Judge.

S€cdo! 15. S..tion 19-6502, MCA is a@Dded r, Ed:
"19.66(2. S€rt'l@ tetlrtE6nt tr6n€61. UpoE Ftir€raelt tt@ seryice, eFoBbG+dre*iteiveertu seric€ Etir€raedb€r;fft 6C!C-{6 nust be oA h aur.
(1) ht h.nn.€'.s flat.Nered undar Isatitt 2l, B |g% r,Jr,c& oftbe member,s

cumnt $16!y for t-be filsr i6 yess of cEdii?d sedis ard t.ZaO+ per;ear fc
6o.n yd of fiedited seffice a.ffe! 16 @R.d'

.t2r la, neabqs couered under lsechL 2t. the bevfrt ptovtdld undzrqubsetio1 ) @ept that ttu b.rfrr nust tc cdlcuhtz.t Bt;g ftnat cve,aSe

S€ctlon 10. S€ctio! 19.6601, McA, ir sE€nded to !€ad:

"19.6401, -Di!.bility retlteholr b€D.fir. ID @!€ or rhe dbabiltry of amehbff, a dilability rcti|lEent borefit mult be Srdted the EeDber "ir s!
amount &tudirlly equir€lelt to the serrice r€tiErieli berefi! si€.odina ro the
_De6bqt e.dir at tle rlEe of lbe rqember.s disbiliry redrraent:U tbe
.tr3€bitity b a dir*r mult of aDy s€rie Lo d|e MoDru! jidicir.J i! rhe line ol
oury, r[e r.E{€?- {€fir€fe!!€-a+6!€f,!€euati€ ra2mbet's disabitit! r.tiftnenl
be@f.t nust & rc tess than
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d) oDlhr]f of the $ehb€/d filal cujlesr s€]€Jy o.-rhenone6+.Fe$iCe+i*
t'or a penon wt aoeied uader IseNria; 2l; d

q o@hdf of the anrtut\ frnoJ auetuse etary for d perwn dtwed u\det
[sectbn 21."

Sestlod l?. SectioE 19{-802. MC.d i! Derded ro read:

"r&6.8(,2. I'ayE$nts ln cssc ot desrt boE orh6r 6u!€3. 0) tf a
rtir€d meEbe. rho €h€€o+r6esr€, is not qo@.ed utder teatia" 2l dnd @ho did
aot .hb€a or aprion 2, 3, or a ,6u o/rerir€Bent benefi t po!@nr under t C6ZO I
oles Detore reccrug pal.'menk equat t,o tbe pre6€rc valus of th6 Denb€r.s
r€Lir€D.nl b€neft a3 it Fd .! r]e ti6eoftbe membe! s rerilsment, rh6 brtance
l[ust be paid b rbe m.mb€ri dpri8nar4d beDefciary in a luEp sus. Ar rhp
dp€ignatad t€Deficiary'€ EquesL lhe tump sum rnar be paid as an mtuort llv
equivalent allluiry thlt will not b€ 6ubjecr to increos€G for sly Dulposo.

'2) Upo" th. derh of d rett@ uho dtd @t ch@e dh aptiu z, a. or 4 km of
rztiarunt kv\t pdrh'at uadd t9-6701 d^d uho B @v.Nd und; tsatb, 2j,
thz @nerb daignatzd bpfuidr mLst I'e poid the unDarl bot;@ of d;
tPrifte s kefi!. Th2 btuf1r a@t b cdcutalzd br subt@ti,,a tha t b! e;efih
pald to tha nenbt dunns the tunlv s tift.ine lan th2 ngntber s totd! an;ual
oJ o^mouiont an4 RteMr on @n! q th4! dtuuht @N oa thz cla, that thz

, €, Ua mBmber djes b"foE rc_lchhg rerilemeor ate, ihe m.Ebe/s dergEar€d
Gnen.€.ry E euoue(r to I mo!{hry swieoEhip beDefrr (b!t i! rhp actwiat
equivo]eDt of rhe u@lurra,) refi|" r".j optioG ;€ provid,ed jD I9-O-S09. "

S€c,ton 18. S€ction 19.6-402, MC65 is aE€nded io t€aat:

'rg.&.t(t. Mebbe/! @trrrtbutio4 
' 
I l g{eh /d/ A [!e6}€. tro. .ouepd

Lniar l*ti.r 3J stuJl @Dftibuie iDro rb€ FEosioa rrut tund e.€E.eCcd-io 9a6
mo.thly .omp+nsatioDr+H?l1 .rr+$ede€3.i+€+-r€_*h€

s€ibFk.Rditi*+!+Fe6€i€i-6|r€s$ld.

. bt-A wr xr a*"ed undzr tt cti.a 3l sh.!t enhbute t tha pe6(' trust
fuad 9.05% ol |e neD$e, s rbathb rcmD2^qtb\

12) Ea.! employe!, pu-rsu.aDt ,o secdotr 4l4rbn2, of rhe federal lEr€md
ReveDueCodeof1gfl,6 ameDded rnd apptidUs on July l, t986. shrJ piclup
.n r p6y I he c6tr'bulioB Our routd be payabt€ by rhe menher under subsetionrlr ror seryic€ r6rde.td anlr Juo 30, tgOE.

, (3r The_merabeis cort.rburioos picled up by rhe employe. dust be
oe8rgnarcd lor all purpo3es of the rerireEert .ystem as rbe meEber's
coDtnbutiona, depi for rb€ deremirarjon of a ra upor r dillnb utioD from r,he
reti.ement 6)€t€!o. Th€e @ni.ibutiom nu.sr becone part of rhe l)leEb€r,s
lccuDulated coDtlibulioD! buc nuli t€ a@uot€d for i€pantely tum tbo€e
preuously accumulatld.

, /41 The D€Eber's conriiburioru picked up bt rhe employe DUst b€ loyable

De n.rudcd u ine oembq a wa€e€ E dettned in t9-l-102,Dd coDpoB.rioo s
uE€d to deliD€ tbe memb€r's fiDrt av€ra€p satary in 1$6.101. The €;ptoJe! shl]l

1317
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}:ffi#F,j'h?f,#:r,?nrTi:i"Ttr,er:n:,**ffi H, jr j*
A.dion t9, S€ct,bD 19€_404, ldCA, i! sEen{t€d to r!{d:

mHfrtl"j#fiffiffi'#fff{s_#ffi"$,nH
-"i';"iitffit Hg f "ffiJf#ff,,,g:"5? fr?ffi#ffii.,,;

m**F,Tl,nf;{",{i;,}irs$:3#,r,.##,*}:l;li*ffi r.T'{
A€caion 20. S€ction 19.6_?02, MCA js annended ro r€ad:

rgff#r,-ffi##jffi H#.F}fr trHlH'",*iT
*,H;x5y".T"-i?##,f 

"ktr3i,ffi rgffi ,T3;**?:,fty#

**l'"Jfr*fiffiT'' "r'he her.ber's su*i'"r, Eho is reeivins a djsabiriry

(c, a r€cipieui ofa lrryjvorship beuefft.

","13 ;i4 :fi ,ffi tr ffi *gstrli,"tii 
"";j;J"tf"ff rult+y,sl

.*s*#""?,"*'JtrTi&#"i#?*Hi"Tts*".;ilt_"tif:

"-ll"l_1,:9g..e".". 
oft ervj!€ quariEed r

:lt*:'*:**g[y#*,T$-ms]"ffi 'dnf 
'il'xr,',f

S€cttob 21, Section t9-6"i09, MC,4, is asended ro .ead:

.*iiliiH"##H'E9ffi 
ffi 

'"ffi#,$,*H
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(2) ?o b€ €teibls fo. tbe b€lett3 uder tbis sec-tioE, a F.6oa must b€
rec€iviDgr monthly ben€fit b€foE Ju.ly 1, 1991, ruy not e.owd br Isectior sl,

(B) a Edred me6b€r who 
's 

66 ye$s of sg? o! oldsr and r,ho ha! be!
r€cervhg a s€wi@ r€li!€@Di beDellr for at t.s!t 6 !€als prtor io rbe dat€ of
alisiribuiiotr:

O) s Blriwr of a E€Eb€! eho *ould have be€! 6lisible uDder Euboecrion
(2Xd; or

(c) a !€cipisdt of a di&b ity o. .urvivorchip bsnefit r.lder lgA6or or
19.6-901-

. (3) A Frir€d EEbd orherie qualitied uDde. rbi! srior eho b emptolcd
rD a poEruoD coverftt by a FtileEdr sy8lem uDit€r Title l9 i! uetigibLe ro lsiveuy lu@p€u b4effi payDeDL. pmvided for i! r.hi! RtioD ur)rit rhe member's
Bewic€ iD the cdered politjoD is t€min0ced. UpoD temi!.ettor of rbe E€E-b.r'd
colercd ssrvi@, tbe reli!€d DeDb€' beo@! eugjbte in tbs DexL rEcd y@
succ€edilg tb6 membsr,s t€raiiari@.

-{4) 
(d Twefty.five cents ofeich 6oior vehicle !€gisrratioa fe pmvjded for

ir 6t-3i2r mrlsi be depo€jred iD tbe pollrion rrur tu;d or ,he end olelch fi!.!jyce. I ne re'. E.Brliuto.dy apgroFiatad, E! prcvided i! r 2.2.602. fo' payEeor of
beneEl.€toeligibler€.ipi6r..Theror€ltu.bmusrb€djlrribuuedbyi$djvisioD
u luInFsE p.y@Dl3 !o elgible eipietrrs s]oDg qrb tbeir rcm;r] retiEoeDr

(b) The lump{um paydeDt must be dbrribuied proDonionaly ro sll elisibl€frpErt3 bard oa Eerice credir at tbe ria€ of EriEmeor, subi{t io tbe
fo oFiDg:

^ iil a rscipietrt lndef subKioa 
'2xc' isoDsidered ro bave 20yesofserla@

lbr tbe prElse3 ol the di4nburi@:
ri .aly re1ipi&r of a 0€wie FtiFrdenr b€Deft oic€edjl8 rhe alrimum

rloothly-beletrr under 19.6.70?{2r,a, Eusr bave r.he recipieD!:s edice credjt

'6duced 
26% for ih€ purposes ofthe disfibudorui

(iiD the rnsiimum aDDus] incr€l!€ jD ibo sEouri of suppleEeDtal beEefii3
pard io e.ch irdjvidu.l und.! this sectjo! o$.+,qd66{+}rr€9e i! rhc Fmtrrs€Erlrl:r€@ ror rd€ prehous eteDda} J€& i! the a.ru!] avprags coruuftr pric6
Ino* ror urDan wa€e eltneru and *ork4F, @Epiled by rhe burau of tabo.
Btrt'sbcl of the Udted Slates depsn@D! of tabor or il€ 6uce€s r€€ncy.

- rc) ADy @ouri deposiiod i! r,!o FEior rrusr fiDd uDde! subsecrion r4xa)
ror rhe palEent or aupplemetrt{l beuolir€ uder this srio! lhar exeed! thelmibtior of NbffiioE rrlirbr' iii, Dut b6 used !o @ortra ulfrld+d Uabilirie€

16) Every l0 )rsrs follocdi€ July I, 199I, rh€ divisioD shall reyiee the sia
ol lbe.addiljom] fe€ coller€d @der 61.3-321,6) ald d€posii€d i! rheaeount itr
accirorn@ w n eubsacti@ r4)iat and recoEmend ,o e@h l€EishturE folowiDq
lhe divirion's evlew aly legjlta.ion Dece€€lry io rEdue rhe f& l. the nUinud
alrouni necet€s.r, to proyide th€ €uppl.Dsnbt bodefiiB pmvid€d by rhis section."

ye

PI
PC
fo
i.f

R€

(1

p.

TI
th
,h

ps



L349 MONTANA SESSTON I-A'IOS I99?

8€ctlo! rr. S€ctior 1&e801. MC,{ i6 adetrded to read:

ch.287

'184401, El€ctio! t' quaUly d$ttlry Frvtc€. (1) A EeEb€. rilh 16
ye@ or moF of seryie cldit with Lhe MoolaDa biSiesy !€t!ol nay, at ey liDe
prio! [o Fr,iremebl, uke a Fr ren eleclion pith ihe division b qur.li.fy 6.U or any
@rtion of the EeEb€r's actit? !€rvice in the sr6d forces or the Unit€d S&ta
ior the purgose ofcalculating retirrlent b€treffts, up t a De:iEum of 6 y€6,
if the EsEb€r tu aot otherviE€ €liSible to t€.sive servica cr€dii fo! tbi! ssme
service pur8uad to 19-2-706.

(2) To qualify tbi! enice tba'

G) ar!,a'!'bet"t coudd br lectioa 3J lhal contribut€ to the a.cout the
dEount dec€rmined by the division to b€ du€ bsled on the Bemb€r's
compeffatid qrd Egular coDtlibuiion nl€ s oftbs meDbe.'3 t6th year aDd a!
DaDy sucteedilg )rar"€ 0s are requird to qualit tbis service, e'ith inteElt &on
the al6te the Dc€Eber bocone3 eli8ible fd thi! beDeffl to tb€ dat€ the meEber
coatlibut€s. Tbe eember ECy not qualit @16 of thb !€wjc€ ibor the memDer
bas 8dic€ $,lth the MoDtea highsay patrol j! etc$8 of t6 tttt€.

@ a re,tle, cavyred b! tsetiDD 3l shal co,rffiute th. @htdrial cost of ,h.
setui.e crcdit tuscn o th. ntost ft@t @tturial valuation of th. slsa2ft.'

SedoD 23. S€ciion 19-8.602, MCA is amended t! r*d.

'r*&508. McEb.t'c coddbtrtlon. (1) A+€? Sd!/t member i6 requir€d
to coDtn'but€ ijlfo tho FnBion trll$ nrrd e-er+4+€I*e 1-& E.5% of tba
membelh nond y cotnp€Dlation, which €us !lu'i le deposit€d io th€,Demb€r'8
ctedit i! lhe pesiDD tn8t tuDd,

(2) Each eDployer, pullualt to !€ction 114(hX2) of the Heral lnt€ma.l
R€Enue Code of 1964, s seen(h and applicrble on finy 1. 1985, sbtll Pick up
ed pay cb€ @ltnbutios that wou]d !e p4vable by the EeEbe! under .ubsttoq
(1) for Geaica rendered afrar Jun. 30, 1985-

(3) The menber'e coDt.ibutiol8 picEed up by the gmployer mu6t be
desiglaied for aU pu.poses of lhe r€iiremeot iystem as the m€mber'3
.ortribltioD!, eEpt fo. the deter6imtion of I t5x upon a di€tributioa ftom the
rclilement sJrteE. The€€ contributioE Eul become part of ibe !oembe!'3
acctErllat€d contributiols bui mult be lccount€d for separat€ly from ihoe
pEviosly ..cumuht€d.

(4) Th. !!eEb€r's colltrilotions picted rp by ihe eEplq€r muli l€ Payable
fiom th. !!D. soulce a€ i! us€d to pay comp€nsstion to the EeEber and nult
be inctuded i! the meDber's *a€!6 6s dettned iD 19-r.102 !!d ihe E€Eber'8
compeDlation s! usd to ilefile the nembetr't fmlr sverage sslaly iD 1$&101.
Th€ emplo)€r shau deduct ftom the DeE)€/s coEpenontioD an amount equal t4
tho alnoult of tbe E6mbe}'s coDtlibutioDs picted op by the eEployet aad reEit
ihe total of tbe conilibuti@8 ao tll€ board. "

tulor r{, Sectior r9-8i04, MCA. t' amended to Rsdl

'${.6{X. Stab'! codributioL Each @!th, th€ st t€ trt$urer shall
pqr to the peNioD trusi ffud out of tbe departmed of i!h, Fild.life, ad peka
tulds, a s'e equ6.l to 8l{* of6ll meDb€r6' Balsrie€.'
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S€ctlon 26. S€ctioo 13.8-1002, MCA i! smedod to readi
!l&&10O9. Poatrottrc&ent d€ath pal,Eont!. If a rdi+d raehber who

retiB on ot dftEr Ittu efetthE datc ofthb oa] a duhnbas nor chole! a! €pri.q.r
option Z 3, or 4 rctteradt boBfit ur&! rg-E{ol die b€rore E .i;De ar
alnout esual t the !!€€eRilde€*}!6-qceb€a- r6iiE-€-t !;.iit
e#+94-€€n rcnber't tot4l dntouna of corrfrutio8 @at i aest on @uttt

6*j€of+6-iEe*l€€.-.'

S€ctton 26, Section 19.9-702, MCA" i! saended io read:

"19.9.70:1. Strt courlibution Ih€ stat6 of Molt.[.a shsll na.ke its
coDcrfturioa tbEugb rhe s!€[6 tudilor out ot rtr pllDun Lsr otr loolor vebicle
pmp€rty aod casuarty i@ElEe poLci€s. The pslreDts nus.t b€ rolde er-ourflv
8n€r tbe eDd of€ach fid6l y€s but Do larer Lhe NoveEber I ftora rh€ ero6s
pleDium i€r s-ft€i d6duciion for esnc€ItatioB snd Eiulned orerlillfu. The
divbion ihall Dotiry rhe audiror by Sepi€Eber I of scb 6!cal }?at of ibe @uel
@Epelsation pdd co all activs eEbers du-dng rhe pEc{diDg ltscd y@. Th€
stal€'s @ntribution i6 +65616 15.96% of coDp€naatio; paid to;ehbe;. "

acctlon 17. SeciioE 19-9.?10. MCA is uended io.ead:

"19-8710. M6Ebcr'. @n dbutlor. (t) +b ERD| as D.outdzd ib
sLbsbtioa tzr. tte .at|u)E conr.ibutio! @ 4 p?uenldae of coipemltiot or e*h
active m€mber fu€t €Eploy€d by s 66ployer os a ylrce offi.q:

(d.) o! or before Jun6 30, 1976, is 7.8% C+}3*€€l€.+€spe!sa6ion";

/c/ {*+!e--.++Fo+ebe.{Fr?a-ietrd bt €! €Eptq*cr e . F
4€lJu99 30, t979, bd qae th2 efecdLe d're ol thB @it, r*|eaesa.b$i* is
10.6% o*tb+EeEb€*.€Fs*tieH ond

(A o, d d arta.ltha flectiue dat2 ofthb aatl, b lJ%

12).A m.nbr 6uecd u,,/Jar tsecttta 3l shall pdy aeat ibutinnft'te equ.t,)
t 1% ot@ pagoti4L Nceiued. o^ a .d afret Ithz etatiue date of thi!.atl.

rJ) Each employer, pulsuut to section 414(hX2) of tbe federal tntemal
Rae.ue Cod€ ofl964, Es @eoded ed sppticlble o! July l. t986, sbrl pick up
sd p5t tb€ corr.ibutiol6 thar qodd be poyable by tb€ D€bber Eder €*€€*i*
slb@ttaE (1\ dad e) lor @r'ic€ reEdered lnar Jue 30, 1986.

. 43\4r {be Eemb.r's @Drnbutions pick€d up by tbe eaployer Eult b€
de3rgnaied tor arl purpos€ of tbs retiremetr syst€E a! the domber'€
@Dtibu lio!3. erept for th6 deteniiato! ofs r€x uDoD a d$rnbur ion Iiom rhe
retiEEeEl systeE. TheF onrrjbuttoDs nut become Dori of rh6 member.s
acaumulakd @ nbulioE buc mud b€ accouried for aepmr.V eoE rho€e
previou€ly aacumulated.

Prv

loll

apI

aB * rh4! d@ur! saa at tb tiEe of tho menb6r's EriEEetrt, ih€ brhfte mult
be pEid lo theEeE!€r'sd$igratad beneftia.y i! a lolap{ m paymeni. Ar.t}e

.Rer Jue 30, 1975. ile€6ntdhtr6i€* ia 9%
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./|)f5) The meober's coDFiburioB pjcfed up by rhe elrployer EUsr be

payaore Eom tie 33Ee Eouft€ .! i! u.€d ro pa, co@FD6st|on ro rLe Eeiube! ardEu* oe Dcru.led D tbe E6rnDer'E wages s deflDed i! tg.l.to2 and i! ihe
meEner e @DpeoerioD 3! deffned i! 19.$ r0a. Tbs emploJer shslt ded ucr &!Ehs meEoer 6 @oFMrioD an altrout *ru!.I co the geurr of Lhe behber..
con_lnbuuo picLed !p by rbe soploye.6|ld !{hit the iotlt ofrhe conrliburions

fl€ctioD lE. Section 19-9-1007, MCA iB alaended [o r€3d:

'1r.9-10O7 Slupptoment. ao c€rbtr b€lefits. atr The beDefitr Daid ir
eAcn near yelr fo a Etired @Ebe. or rbe neIober'o guryiwft d d thd M tu
aouelpd.bt lse.ti.n 3 t rI.ay dor be t66 rba! oo..b6rf of !h" -.pe,u,ti., ,l"i.irib€ pod r.b tne curetri fi6cd ye3r u rbe apprcprirare cjry;r [oFD !o Dewly
contrrn€d Dolice omcm

. .llL oL q"kfole ocro-ber I or eacb y6r. 
'he 

divisiob sh,.u bsre a repon
@rudDg the tolovire ido@rroD:

. _(a) th€ Dame6 ot all Bcired Eerob€lr pl$ aj€ Eeivirg benetifG from rhe
lertr€Dsni sysblo €, oftbe .lat€ oftbe rer,oft:

.b) tb€ Da-6e€ of all suviving lroule! or d€pendeoi chil.tren wbo ale
Iecerqrg b€netr1€ ftoE the r€r_iFment sFtf,m b€ou!! of tbe dcsrh of s &rivo
or reired m€ro bor oi ihis or a D;q Dlan,

/l) for the purpo€e of dererEining ibe base FrilFmenr, di$biliry, or6uMwr€nlp beoeEt6 fd the @mpur€rio!! ser forrh ir1 nbRrion r3r; rherorrorug IntirmatioE Ftatjlg ro the b@ Escat yMcouseDcmgJuly I, 1976:

{i) the amouEt of the b€oefiE pqjd in rbe b@ fircat year I'o €ach Frired
Dehber described in Bu&*tion (21(aJ:

{ij) the @oua( of tbe b€nefir€ pajd iD che b@ 66.s1r€s ro e3ch swivins
Bpoule or dependebt child d@ribed i! sub@rion (2Jft )i -

riiij utDo the d€at h an€! rbe base fi!.sl reor of ey errEd Eember wbo sa!
lee | @g ben.fi la. ihe amout ofbeleE is rhat ,ou.ld hlw beD Dad ro aD elisibie
3u dihns 6poue of t he Erired dedber ifthe .uirlus spou.s" d.a u*n ,"."i"ing
b€nefih i! ihe b@ fscql yea4

. 
rdj the ongiD"al.amoulr of rerilaenr. disbiliry, or sirivomlip b€Detit€

P3id to Elired .rEEb.E or lneil.Igibte s,r avoB t or the origiDat lidrcmeat
dat€s sfte.July 1. 1976:

/e) de cdF 
.mario! tt6r srlt b€ paid duing ibe curreDr filc€l 

'ru 
io a

De*iy @Dll.rEed poli6 otEce. of each city or iom rq.ii.iparitlg iD rbe reriFl!{r

13) Tbe divisio! shall coopur€ Lhe ditTercac6 b.teeeD 6ch.Ioount Emri€d
und€r 6ub6ectioff (2)(.) Lbmugh 12 r' e ) aad ole-balf [be compeoratioa io de Daiadumg tbe drleD{ tjscd }eaf !o a Deqty co!firEed potice ofiicer of the
rpproprial€ ciry or.roeD. Ttre difreeDce must be repori€ii io tbe ltar€ audtr.or
who dDari pat tbe dill€rer.e !o rhe pensjon trut ftDd oi of l'he pREiu ts
couecled oD rD8umlce &ld i]r thi6 srlre t insure sCainst the dsks euu.lrerat€din 19-I&512(3) m later than NorrEler 1, It the coroD€nseiion of a newtv
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crdfrn€d poli.s offiler h€3 not beer sei for the curreDt fis.rl y€ar i! tioe to be
iaclud6d iD rh€ OciDbq r tsport ro rh€ stlr€ audito!, tbe djvisi; sb,.I Dk6 ,$
EtroctivE adjErnsd! a€.s!!8rt ro iDdividust suppleEeEt3t b€lefft€ afia! rb;
curr€nt compeDlatiotr b!3 bee! dot€leir€d ard shstr ir$tucte rheBe anount! in
the neit y€art r€pci fo. reisbtllsemeDt et tlat tirds.

14) Th€ pFDiu@ trx soolDt lsid by tb€ flate audilo! i! sr€ruroritv
appropriaiedi a provided h 17-7-60?. for tbe palEeDr of supploEenuil
rstteE€ntb€Ddrtrt eligiblc retl€d rooEbel! sod their s'rrivors. Tti! pqEent
b i! sdditioa to the payDeat io bs msd. by the stlt€ auditor uad€r r9.a-i02.

15) It rao|6 lhar oae dependent child i! ertitled t suppleEent5ry teDents
under tbi. sectiod bt vinu€ of the deattr of a conaon lilr€nt, ile 'rdni''us
benelit lsid to the deFrdont childEo ude! this E€tio! Eult b€ deredinod a!

'f 
rheF- weF-o!6 d.FE&ot cbild ard tbe $ppleE6otqry benetits rou3t b€ paid

to ihe deFodenl chil.lr.D cou€ctiElr."

S€citor 29, S€ctio. 19-13-601, MCA i6 anended io readr

'r$13"601. D€docitoa rchlttod to ft!ee.n'. alrociafior -tncr!b.!'. clDtribudoE ( r I Eacb employs 6hall r€!ei! hom the cooDeMtion
of ercb active ro€mb€r a sum equd io r% of Ae meEb€r's coEpensiiotr for
servic€a s3 a firellghter !!d sbnll r.ait tbi8 aDout on a 6ontl i ba!i! t the
MontlDa-st t4 frnpn'salsociidr.ion for th€ palDcn! oI pr@iu @ ;n a grup lif€
ald accideDtsl death ard disE6Eb€|ftDi ilguame poLjcy fo! @eobers and io
defisy experi!$ ilcurr€d by the o!€ocistion *hsn reprE6.nrilg EelDbers of the

(2) +h. td.i @Eber's otrtribution ro th€ r€tiEEelt s)tstaDbLA* a, d
pevnlaAe ot the w6bet ! @EpeD€at ioD ars, 6?

(a) 7.8% for 6 nEmbr not $wred unde. lectian 3] o.

(b) lot a nembr d'Lwd und$ Ir.cti.t' sl.

(3) If a 6€bler reiv€d compeo&rio! uder Lhe provi6ioB of rbo Wqlers'
C.alpon!€LioD Acr, TiU6 39, ch.pr€r 71, $e a.nounr;eceived our be iocluded
a! pafl of tle rpmberrs {ompeDlsrio! fo! purpo€er of der{nnid!8 @oilibutio!!
ard s€rqc€ c.e.lrtr uDder l,b€ FtiEEeDt sJ,sr€6, ContributjoE @d. uDde.
| 9.13-60i1. 19. lJ€06, ud this sedioo Eu.sr bf ba!€d on rhe ror^|.t comDenEatim
r€ceived. by the de6b€r from rb6 eDployer and fiDm worket! @EiF|@cioD
duhg ihe period of di!€bility.

14) Each eEployer, prlsurlt. io seciioo 414(b)(2) ofrbe fed6rat In!€.b!.I
R€voue Codc, a! areld€d aad applicablo o! July l, 198?, shlr Drct up and D3r,
I h€ con|'ibuuom tlai would b? p6ys.ble by rhE rre6be. Ddcr tub€€(tio! (2t fo,
seMe reDdered aftcr Ju€ 30. t98?

. (6) Tbe_meEb*s coDrriburiods picked up by rbe emptoyer musr beqesrtlared lor aI purposE of th€ reti.omeqt 3y3teE a3 tbe m€rabe!'B
mnln'burioE, except lor the &t€.nination of a t{: upoE a di€triburion ftora rhe
reti!€E@t slBt E. Thee cotrtriburio$ lauri b€co;e part of the Benber's
e@uEdat€d @DtlibutioD! but must b€ accoultrd fo! E€lsraioty frob tb@
previo$ly accuioriat4d,
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lalt montlly cot[pensaiioD fo! each yfjr ol€erviA cEdit. gp€*-ile-r"s*i*d

16' The @enber's @DtriburioDs pick€d up by rhe ebPloltr must b? PatEble
Fom rbo 6aEe souM a! i5 us€d io psy @mp€nstior to tbe mombe! and ourr
be iD.luded in tbe melnbG. s coD!€r6atioo aE defined j! l$ l3'l O{ The eEployer
shall d€duc fi'on ib€ meEb€r's comPeMLion ar eEoult equal io Lbe @ou!l
of rbe E6!obe! s @nLlibutioDd Picked up by the eioplover 3!d reEit the tli,8r or

the codtributiom to the board. "

SecttoD 30. SetioD 19-1$60{. MCA b a.DeDded t r€ad

"18'1&€tX, Stst€ co.tdbuttoD. The stli€ sbr! Dlke it€ contlibution3
thFulh the !tal4 audit r from rhe Dr€hiM t€:e! oa the inaulale rbk6
erus;rat4d '! 19.18-512. Thele payD€;r€ bust be Mde sEudl) l.o tle peD6ioo

trust tund s]l4r ihe end of 4cb Esc€l }?!! but Do lalcr tbe Ndenher I ftoD
the sross Dreeiu6 t€res sfter deductioD for @cellaiioDs ud reiumed
preEiuEB. ibe divisioD sbstl dolify ihe rudil,or of tle annud comFo6anoo
excludhg olertio€, holiday P6)Eeot€, 8hift dfteredtial palo€Dts, @Ep€lldtorv
iioe payheots, ud palEelG io lieu ofsick l€ave, paid io all 4tir Ecmb.rt
duiii the orddiru'vr;. The Etqc€'s codnbutioD is C.Fg+4 24 5% of thiE cotal
@oF_MtioD. As ;; a! pracricabb .n€r r?eipt of the strt€ @nEibution. the
divirioD shsll dopo.il it i! t"be peDlion tnst tuDd."

S.cttoE 31. Setion rS-13-704, MCA. iB aEc8dod to read:

tl8-13-704. Amunt ot rc|vie t€tittbdi bcnefit. (l) DrcePt ds
p@inad in subseti.a G), the folL,oine fttiftMnt biefus aPPU:

(a) A ireEber li!.4+€{ots-Js!.1'+98} who e]€si€ to t€tir€ t$€r }aviDs
rsslhed 20 yes ofmeml€rship aer;ie nust receire ! ervice retiftment !€nefit

(i) 60% ofthe helnber'! la'i DoDlltly coEPensation for vear€ of s€rvice cl€dit
up to and mclualirg 20 ye€l!; @d

(ii) 2% of t}le meEbd'€ bst .aonthly compeMtioD for each ve'r of serice

(b) A rlleDber bi€d-Sept6.rtdtFlr+08q wbo el4t-! to retir€ a.ft€r bavilg
eached at lea6t l0 l€3rr bu[ leF€ 'hr; 

20 ye@ of menbe.EhiP Eervice Es aD acr ive

nember Eust reive s oeruc. Ftinmeo! benef t equd to 2 of tbe memb€i3

(2) A meEber hiled oD o. afta Jury r, r98L who reiires *ith at le,€t 10 vesrs
ol Eeob€lshiD servics Dui .eceive ; s€rvice EtiFnori b€nefit equal lo 2% of
the lrlDbe!'B_fi$t awra8P co@FDsdiior for e!.h yesr of ePi@ oedrt

& A dentqr hipn bfoft Jult L 1981, d'd uho is @eed 
"ndd 

tsettibn 31

A eanted to tlc sw bifir prcitdzn unia euOcation t t t ot (2 t sePt th&! th2

tuntfi. must b .a1tu!4!pn usiq ft'ut @.roae @mpenation

t4t UDon a t"tind n@aber's darh, thc bevfit dLst b nuJde to the surliuihA
spor'se. if ttue u rc un;t iDs spo@ or tl th2 sLtui,i\s ePo@ di.s dtul { ttu
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rar}e*e,'r h..pt dt pftvid.d itu sun'?alioa O), ttu sutuiwtship be@fts p'rabte

,entber lzouyA ote or n'orc dep"nda8 chldftD, tre chiufta ce eititted ta Mtue
the a awane 6 baA @ the! rctuin drynn4d child,an @ d'frnd i^ 19. t3- IOa.-

S€attor 3:1. S.ctio! rg-r3.803, MCA iis s-nended uo r€ad:

"rg-r3-E08. Arlou.|ra ol .|lrlblltty rotlrlb.ll borcat, O) t trcer, ds
prcui.ded ii subse.ion t3), tha dBdbtlit rctu"Mit hpf! /ar a ioeEber hiEd
befoE July I, 1961, who bdD€8 dbanbd

(a) before coopleiinC 20 .)€a'3 of ra€rdbe:0lip g€rvice hrl3i *eeiv€-{
di6obilii'-+siir.€e€*-+€.€6t 6qual io oDlbalf tho meEber's lasi moDthly

(b) 8.it€r corapletilg 20 ye€is or mo!€ o{ n€loberlhip 6flic€ must €eo}l.
equdl the dbalility retireDent benefit pevided jD 5lbsection it)(a) iDcrea!€d st
a :atr of 2% of the ro€Iob€r's lrlt ulootbly coEpensatio! for aoh ys of service
cr€dit i! erce& of20.

(2t L Ewp. as provid?n in eubeedibn (3), th. diadbili, rcrircz,qt bnefx for
d oemb€r bired on o! aner July 1, 1981, who become€ di$bled:

ls) before @mplelir1S 26 ye@ of h6Elersbip service mus! €i{€+
dsabilib,-.eine$€.$.Io.sgi equal *6 o46hsu the la€mbe/s let Eonthty

ab) 6ft€r mbpletira 2E yed or Dore of membeBbjp servi@ oust e*e
"g,oJ the dbabiliry reriEEeDt beD€fir pmvided ir subdiioo (2Xd itrre.led at
B E1€ of 2% of ite EeEb€r'B lslt rdonlttly ompen€.r'oo for each Jear of sewie
cRlit iD eres dt 25

6) A nenbr caoepi u d.t Iectibt 3l is enf'id tt th. *t@ bnefrt 6t
pQuided in st bsetiai I I r or '2t ewpt that ttu bzneft nust b @tculoted ;suA
11401 a@mqe @mpen&ra,

(4) AEelober's disatility retiEEent be&fic muE b€ paid fist co rbe member
duing the Eebb€r's liletih€ ed, upoo ths meEb€r'B d*th, to che membe/s3'rivirg Bpoule. If upoD r EeEb€.'s dsrth tbe Der!!€r teaves Do aurvivi.s
3po@ or upoo rbe dmrh olrbe survivinsspo@. tb€ deEber's b€neffr Eu b;
terd- to the -m€Eber'B d€p€bde.r childFtr d long s! lhey E@in dFFodeli
childre. as defiD€d in 1913-l M."

Socdor 88. SectioD 19-13-902. MCA is aDended to r€ad:

'19-13-902. Surivorgblp b6notrt. (1) {e)-]J"6Fdh+d€{{,h-$3as*

1961,
be€€f,i?Srd{o mr!, 6e 4

aa) orsbar th3 lrli noEihly @mp€mation r€c€i!€d by the .re!d&4 o,.:#+hs



1366 MONTA,NA SESSION I"AWS 1937 cb- 287

G) *i/the dMased memb€r complet€d ov€r 20 yel'8 ofmerober6hi! 6€rvice,
tbe nrvivor€hip he!€ni p.wided ir subs€ction (r)(d !es6)e iDcrtas€d at a nt€
of 2% of ihe lasi EoEtb.ly conp€DsatioD fo! ssch yeat oFserri.e h {ces of 20.

(2) Upon the deaih before rctrlehsDt of a reDbe! hied or or 8frer July l,
1981, th. nember's suvivitrg spor, ilthere iB mq dust recoive a $wivo$hip
b.nefii equal to one.trif ol the D€Eb€!'s finsl Bverag€ comle.elion.

(3) The tpnefu pey't le to the sutuivins spoa'e upor ttu dsth of at @tiue
nanb?. cavered vadzr |wrifu 3l tu6t be th. sdnQ 6 pftttid.d undzr subsrion
(1) o, (2) except that the bewfrt nust be catcul,ored 6ins finot due.age

f4) Ifthe neDb€r leaves one or morc deFod€nt chittllen, tbeD, upon the
rn€mbe!'! d€ath if the Eembe. leaves do survivina Epouse or upor tb€ death of
tbe survivj!8 6pou6e, the mernber's d€peldeDt cbjrdlen must collectively E€iw
the ssme benelit that a swivilg 6pou€e sould hlE ru€iv€d, 6 long a tbe
.hjldren l€mai! deFndent childr€n e detrned in l9-13-104."

S€ctiora{, S€ctior 19-13-1006. MCA" i! r&eDd€d to rdd:
tr9-13-1006. Supplomorf to rotireboDt b€n€tit! tor p6tME

Etinrg b€for€.rw I, lS7A.l) Ib Dnept far perco6 uht ebct b b @@pn
udat tse.tibn 31, thz .etteEeni syst€@ sbdl psy to esch meratcr Etled b€foE
July 1, 19?3, oi the merober'6 suwivilg apo@ o! aleFDdoDi chitdEn a laontlly
reiircrae$t belefit of dot lers than ore.half the re8plar Eoothly coDpeD6stion
psid to a coDfirm€d acii!€ firefigbt€r ofthe city that last erdployod tbe loerlber
a3 a f@fight€r, as pDvided 4ch y€€r iD the budget of tbet city. If Che city lbct
lA8t ebptoyed tle membs! as ' firefisnte. Eo lolger eroploF a frd-Paid
frefighter, tbe @!dle/6 or 6!riu's b€nefrt roqy not be l€ss tha! on€-balf ihe
average regllla! monthly coEper'latio! paid to aI aewly conliroed tull-paid
foeffght€E, s rrlvided eacb yed ib lhe budtEts of those citi$ |}!i larticiPale
in the retirebeEt syst€h ald eEploy s tull.paid ftefighter. In the c!6e of
ioluntee. IiEfight€E, ihe rciirenent benefit Eay not exce€d 975 ler EoDih.
Distlibution of ibe money Fovided for this purpose uodei 19. r&606(1) must be
toade accordinc t{ Buhectjon (2).

(2) (d & the beciDninc of esch fEcar year the divilioD shsll requet aDd,
except a6 pmvided iD subsection (2Xb), ihe 6t!te €udico! shall i$ue f.om the 6tste
special revenue filld and deliver to ihe divilior €.r aEout efiifEd to be €qual
to the total enDusl doUsi tlille.erce betwe€r tbe lotal r€tireEent bene6is paid
to all Etitg d their suwiving spoues or d€peD&nt child$D iE the previous
fiscal }'p-ar ard the tot6l benefit€ payable on June 30, 1973. The division sbal
deposit ihiB money into the !€cion trut tund.

ft' If insu-fricieDt money i6 coDl€rled ir the sisc€ spec'sj re@nue ftmd io Pay
the uount requ€sted iD sub*clion,2'(a). ibe audiLor sbrli p8y io thedivisio!
the balr.Dce c&tailed in ibe st{te Epecial rev€lue tund. Tbe divisio! sbell
entinue to requesi alyportion of.he $ourt request€d u'der subection (2)(a)
not paid iu plevious fi54ar yen plus suftcid1t inieresl to ieiEburu the FbfioD
trusi turd, which s6ro16 mut be paid to ihe diyilior prior to det€rminirg
wbeiLer Buficie.t @h reoaiE ir the special t*nue tuDd to lrtke 8ny
palEeDts iDto ib€ accot)nt estabL6bod in 19.13-616. The auditor sball lsy the
reque€b aE money iD tbe strt€ sFciel !e1€nu€ fund beerae8 altilable."
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AGctloD 35. Secrior 19"13'1007. MC.q" i! !.lnerded io r€ad:

"10-13-1007. B4Iss,a Llininurn Wt adiu.d€DL , r) Fer E&.eer /o.
per@4s bho eb.7 to & 6wrcd uada l*,ii, 31, a E.eob€r Fcj'ine oo oiafter
Jrty | , L9?3, pbo was hjied before July I , I 98r, or rhe Edber's surivilr5Dousc
@ depsnd€nl children, Lhe sewice EdEmenr beDefir prcvid€d b r9- r3.70441 ){a,,
lhe di!5lility reiiEmeDr b€Delit pmvided iD | $t3-803( I ', and lhs survi!€Ehr;
bencfit prcvided iD 19-13.902(1, oay no! be lN rh!! one-balf rbe Dronrhti
coopfD6alio! pajd b a nesv @Dfme4 dciiw fiEfighr€r of a cjry tbat tast
employed the member .3 a fiI36ghr4!. as Fgvid€d ealh }Ps j! tbe budget or thst

(2) For a lo€Dle! hired on or aft€! ftly 1, r 981, or the menbe.,s slrivilr
sPouse or d€p!.|en! childreD, th€ disability FtireEeDr beD€ff1 provided itr
19-l&603(2) and lhe $Biwrlhip beoe6l pbvided i! 19.13.902(21 may m[ b€
l€e€ rban oDehalt rhe mobthly comFn!€tioE paid t! a loqty coD-6rro€d, acrivo
lRtght ! of a city rhar last eroploted rhe fthbe a! a fiefrgbrar, a! pEvid€d
eacb ye,r i! ibe budaet oftbrr citv.

(3) If 
'fi€r 

a member rstrs. ths .ty thri tast employed rbe memb€! oo
loEEEr eEplo't a nrl-Iaid fiIeffdre.. rh€ @eDber's or ewivor's bedefrr uDd6r
oubBe<tioE (lr ed 12) musl be aqiuted oD !b€ bui! of lhe 6EEc6 DoDrhlv
.Db[E@iiob paid r, sI oewly @Dtmed tuX-pajd firefighraB, 0B pivided e&ir
yea D ib€ bld€et8 ofrh6e orie€ rhri panicipaie in rbe etileDdr sJEr€m ed
eEploy a lll'll-paid lftffshie..

r1) It E*pt for pctsou uha elat to & ca&red und$ Isboa Al. it tbe
emproyment of s ve6ied EeEber biEd befor€ July l, 1981, is invotrui€nty
discoDiiDued because of rhe reraiDarion of emDtoyraelr of all full.Daiil
rRfigheE iD rh€ ciry ihar eEployed rbe merober, the oeober'E lenrce
reiiFment bdeflt lrovided in t9.r3-704(lirbr ard the b6@be!'s 6rlouse's o!
der'eDdeEt. child's swivorship beDefft pNuded jn I9.13.9020) @y;ot be tcse

ra)_-rf Lhe member h!! eMed 20 yes or oor€ of EeEb6rlbip seric€,
oDe.hrLf lhe aEn€e morihly coioFnst io! paid ro .J mwly @D.firxned. tuX-pajd
rlrengDrer!, e3 proq.red eacir yeli iD rbe bud3Fi.g of rh@ ciri€€ r har perl icr pale
io (be relirptrDr s).!t4ro ard employ a tuttpaid fiEdclll€r; ot

(b) if the D.raber hrr eamed more tir! 10 bui lels rb3n m yenls of
memb?Hbjp a€rvice. 1%of rhe s!€rage raonrhly @@p€MrtoD paid io ;I newty
coE.6Eed. tuX-p&id firengnlaE, s! provided ea.h yai in rhe budgeE ot tho;
c' € tnar. par,opat€ E tle retjlemeat BF,.b and employ s tutfpaid tDefiCr€r,
ior 4b vear olthe memb€r's 6eni@-"

S€{tlor 38. g€ction 19-13-1009, MCA is amend.d ro Md.

"l&-l&1000. Sappl€rbeDt ao rcrtr€@lt b€Dodt! fo! p€rtoE hir€d
oD o! eltef July r. l08r, I | 

' 
+]n Ex..pt loryetEons uho abct to 6c couerej ttndzr

ke<tia^ 31. th. divtuion shlll F€y a supple@or!.I b€ne6r Iroo lhe accou(
provtded tor in l$IJ.6l5 io each @e@ber biled ono! aft€rJuty L t 98t, who b6
.aEed 20 yeM of oebb€Ebjp erice o! u acrie lilsfldhr ;r io rh€ Eembert
suMving Bpo@ or deFodebl .bn.b€o. Exept a! pmvid.d h subs€crion r 2/, th€
suppleEeDt€l berefit, qbe! added io ihe $die reiit?melr bene6r. out €oual
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oDe.hrr ihe resulrr Eonthly conpen atiou Paid to a re*ly connnned fu['paid
active ltt€ffghtlr of the city tbar Lqlt eEployed lbe DEEbe! a! a fiEfiEhtar ar
provided eacb yelr iD tbe budset ol thlt ciiy. If aft€! a nembs. Etires the citv
tblt llst ebployed t[e Demb€r no longer eEploys a tull.Paid fijsfuhrd. $e
beobfi s !!pple@!r€l beD6fi[ must be calcuktd oa lhe bsi! ot {he averqe
bontbly @mpeDsrion p$d t! all mwly @t.6roed frtl-Psid l@fightslt aj
pmvided elch y@ jn rhe budSEi! of r!@ cities tba! parti.iPat€ in rle FtiEn€ot
syatln and enlloy a tuI-paid fiiefi8bt4r.

(2) lf tbe |moult awillbte to ih6 a6uni i! i$uficieDt t n:Iv fud th€
suppleodisl beDeltl plond€d for D flbectloo I I 

'. 
lhe suPPleB€dt€l b€DsEi for

elcb eliEible De$ber d slri!€r nu3! be redued by aD equEl p€rceltlge so tbal
the smornt @DtsiDed iu the sccourt is not e$€€ded '

Aectlon S?. Seaiion 26.1-201. MC,4" is aDeDd€d to r€ad:

"26.1.201. Fs.6 ol cbrl of ditt ct coon. {1) The clerk orthe districi
court shall collect th€ foloEilg feed:

(a, at tbe @EEeDeE{! of €acb ection u pro@edin& exce a petrtioD for
dimludoD ofmqnee. from tbe Dlaitlifror o€titioD4, $80; for fLling a cooPlaint
ir int rentiotr. A!; the brerve;r, C8O; f;! fili1g a p€tition for di$hrioD of
mMiagE, a fe€ of $I2q ed fot ffItrg a Feritior for legd 8srlamtioo. a fee of $120i

(b) f.on @ch d€fendaat or respondeni, or aPPeslafte, 660;

(c) or the entry ofjudgMnt, fmr[ the prevaililg pattv, S46;

(dr for DEDariD! mDiec ofD€rFrs oD file itr tbe .lerk s offic€. 60 e!!€ F d
p'se for fi; f;i fiv; pai€ of€;cb fle, perr.of @/t r€qu€6t ud 26 cert6 Fs' for
edn acHitional pa€si

(e) ro. each c€.iifi@te, *ith s€d, $2;

(0 for oaib dd jEt, with 8eal, $1i

(g) f@ erlch of court Ecord!, 60 eDt€ for 6ctr year se$ched' Dol t! excted
a total of $26;

(b) for frlilg sd deheting a tr€lscipl of iud8meDt o! tru$rip! of lhe
d6ket Foo all olhs couru. the fee fot €DFv ofjudgnent proEd(l lor b

(i) for issuiDg,n emtion or otde. of sale oD a foEclo€ue ol a lieB $6;

(j) fo! tru5mi!6ion ol E ord! o! fils or tra$fer of a cale to 8lother @urt'
s6:

(k) for f iDg sDd entzring pspers Eeirted by tlsnlfer Ford othe. @ur|8' 910;

0) for i!.uing a nrlriaep licenle, $30;

. mr oD ihe firirg ofan aDDli@rion fo! i orDal, fo.trEl, or sup€disedpmbate
or for tbe sppoi.tD'ent ot s'icvsonsl mpre*nurive or the fding of a peiiiioD for
the aploiDtment of a guadiu or conswstot, ftom Che apPtic$t or P€iitioner'
S70, wlich incl{de! tbe fee for ffling a will fof prcbate;
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(D) oD rhe filils of the it€ns requitsd in 724-303 by s doBicilialy foreisn
F.sonrl reFesedaiive of the esiat€ of a Doar€8ided dec€dent, $65;

(o) for 6li.€ a ded@tioo of E rrilse wilhout soleDrizacioD, 530i

{p) for filins a notion fo! subs,tiutioo of a judsp, 5100.

(2) f,:cept as pmvided ir substiou {3) ihtou8h (8), 32% of sI fees colected
bv the cleil olthe diltrict cdli nsl b€ dsDoeiild in and c€dit€d io the disirict
c;[t fuA IlDo dist.icr @ud tujrd exirti, tbai potiior of tbe fees lll]st b€
depooit d nl tbe sB!€isl ftlrd for disfrict coun operations. The Edai.aiDglonion
of the f6€€ nust bo rsfttttad tn the siat lo],€-c.F€€lt#€dj+l$ge4

(3) In th€ cale of a fc roltectld for ilsuhg a Mi'8E ueNo o. filins a
d€cbrstion of ma$ia€s *ithout solemizaiioD, t+4 $23.60 mrllt bo depdited in
and eedit€d to tb€ €tate eerers.l frD4 drd 96.40 nult b. dep@it d iD ald
cRdii€d lo the @urty CEneral ffldtaa+a+J#t€ebile€tate{e
H€?€6it€*as!r€+i#e64g1,

(4) Of th6 fe€ for filins a potitioo for dir@lutioE ol roltria€e or lessl
goparatioD, l4e t75 Du6t b€ depoEiled in tlle stlta SEDetal tu!4 $36€g6+ne
@35 DBibedePGit€d
id tb6 cbildren's trut frEd sc4outrt *t€blbhed by 4l-3-702, ald 920 Ioust bs
deposit€d iD aDd oedil€dto the dist rc-l coun tuDd. lfDo dbtrict coult tund exbk,
the 520 rlust be depo.it d iD th€ general turd for dltrict coun op€rttios.

(6) (a) Before the p€F6Dts8!6 cent€ined in sub€eclion (2) 6Ie appled and cbe
fee€ depositld io tbe disrrict.ou!t fiJnd o. tbe couDfy generar tuld or eDitled
to the state, th6 cle* ofthe diBtrici court 6hal] deduct tmm the following feet the

(i) at lhe coEu.Dcement of each actior o. proc€€diDg ald for frliDg a
complairt iD inlelwDtion as proyltld i! suhectioD (1)(d, $36;

(ii) ftom each defeudrd or Mpoodert, on apF!]ece, a! provid€d in
sub&ciior {lxb). 526:

(iii) on the eDtry ofjudFrent as lrovid h subF€ctiot (1Xc), $16i ald

(iv) ftln ihe e!!lic$t or petitioner, o! ihe llli!8 ofar appLication fot p.obai€
or for th€ appointment o{ 3 persobel .ePteent{tive or oD tbe filing of 6 peiition
for appoininent of8 Suadian or 6@watd, a prcvided i! Bubsection (1)0tr),
$16.

ft) The clelk of tb! dbtrici coun st ll dep@it the Doaey deduclrd i!
subsectior (6Xd in th6 couty gBnerat tund fo! dbtric! @u!i op.ratioB od66
th€ county hls a disirict 6urt turd. lf th€ coutrty hr! E districi 6ud tund, ibe
rdodey mmt be deF€it€d ir tbat tuld.

(6) Th€ fee fo. firins a dotioD for substitutio! of q judSE a3 lrovid€d in
subsection (r)b) nut b6 r€oitt2d to tbe 6taie t€*oFdi*e+G?rq*Hj{
195-444 setutut fu^d,
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(?) Fees @u€ctod ude! subHliom 0)(d tbmush (1)(i) rdust b€ dolo3it€d
iD the distrid cdut tuDd. r Do djltrict coun tund exiltt, fee8 musl be d€Foiit€d
iE the rueral turd fo! district couli oFi8tioD!.

(8) Th. clerk ofthe distlict cout ehall Emii to the credit ofthe state sEDelar
tund $20 or ea.h fee @Uect d uD&r the proviliolrs of subsesiioE (txa) tblou8h
(1)(c), (lxln), lnd (1)(!) t, fild s porli@ ofjudicjal srrali€8 "

S€ctton Sa. naDedo!. SoctioD6 rgj-1601, 19-3-1602, 19-3- 1603, 19'?-706,
19-?'?09. 19-?-710. f$E-1101, 19€-1102, aod 19'8.1103, MCA .Ie rep€aled

S€ctior 80. Codiltcatlor iutructto!" (1) ls€ction 1l i! int€ded to be
codiffed ,s !D iDrlglsl prn of fiu6 19, cttapte6 3, ?, ard E, 6!d the Prcvbioru of
Titl€ 19, ch.apier€ 3, 7, alld 8, apply to [6eciioD 1].

(2) IS€ctloD 2l i! inttDded to be codifed e @ idtesd psn or Title 19, chaple!
6, md tle pdisioD6 of fiUe 19, cbaptar 5, apply to ts€ciioa 2].

(3) tsectio!3lisilt4Ddedt be mdiEad 
'3 

sn int€8rd psn ofTitle 19, chaPter8
2, 6, 9, ond 13, ond the provisioB ofTitle 19, ctraPteE 2, 6, 9, and 13, apPlv to
lstioD 31.

(4) tssctior 4l i! int€ded to b6 @difi€d a! at iat€8lal part ofTitle 19, chapt€r
3, ard ih€ p isios ofTitle r9, chsptzr 3, apply to tse.tion 41.

(6) lsectioo 6l is iltzrd€d ta b€ codiff€d s 6D i!t€8!d Psli of Title 19, .hqPler
2, md ihe Fdisions of Title r9, chapt€! 2, alply to t€ectior 61.

Secdo! 40. Efic.tiE &b. ITbis acnl i6 efrective July I, 1997.

Approved AFil u, 1997

CEAPTER NO. 288

IrIB 38.11

AN ACI ENCI,UDTNG FBOM INI{ERITANCE TAXES ANY INIENEST IN
AND THE REAL PBOPEBfi AND TANGISLD PERSONAI PROPERTY OF
CLOSELY HELD BUSINESSES TITAT ARE TRANSFERRED TO THX
LINEA' DESCENDANTS OF THE DECEDANT'S GRANDPARENTSi
AMENDING SECTIONS 72-1€-10r, 72-18-453, AND ?2-1&456, MC4 AND
PRO\,'iDINO AN IM}TEDIATE EFFECTTIT DATN AND A RETROACIIIT
APPIJCABILITf DATD.

Be it e@ted br th. Wttla.ure af the State of Monra@:
Sccdo! r. Er€Eptton lo! cloleiy tr€ld bu.ttr* pmpertv. rl) Tbe

Elue of ey ilteftr it a cl661y held b'l.8ires FPr€.eDtf,d Dy teal proP€rty ud
tsngible perF4od propedy ud sll Ftl Prcp?lty ud t€rytble Per6o$l Pro-perrv
ofa closdy held bulire€s, a! defDed i'l) 72- 16453. t bti. i3 tra$r€tred io t tre x!e3l
descendnnts of tle dDcedent's gteDdparcrts i! ereBpt ftoE the t€x tmpGed
uader parts I th$'igb 8.

(2) Pmpertr oned by a clo€ely held busi&ss is co$idered 6r beins omed
proporiioiEte)y by or fo! it€ shareboldeft, psltner8, or o@etF.



.IIMOTFIY 
C. FOX

Montana Attomey General
MICIIAEL G. BLACK
J. STUART SEGREST
nssistant Attomeys General
215 North Sandcrs
P.O, Box 201401
flelena, MT 59620-1401
mblack2@mt.gov
sseglest@mt.gov
Phone: (406) 444-2026, Fax: (406) 444-3549

COUNSEL ITOR DEFENDANTS

REAEMFD
ruN l6 20,4

'!8pAjt',iHli:flo

MONTANA FIRST JIJDICIAL DISTRICT COURT
LEwlS AND CLARK COUNTY

ASSOCIATION OII MONTANA RE'TIRED
PUBI-IC t]MPI"OYEES. RUSSEI-L WRIGG,
]\,I,{RLYS IIIJRLBERT, CAROLE CAREY,
I. EDWARD SONDENO,

Plaintitl's,

STATE Of- MON I'ANA, MONTANA PUBLIC
IiMPI-OYEE RETIRTMENT
ADMINIS'IR 'IION, PUBLIC EMPLOYDE
R]]'I'IREMENT BOARD, GOVERNOR
STEVE UIJLI,OCK, in his otlcial capacity,

Detcndants.

REOUEST FOR ADMISSION NO. l: Ple ase admit that I'lB 454 of the 2013

Legislative Session as odginally inftoduced did not reduce the Guaranteed Annual

Benetit Adjuslment (*CABA).

BEqSgNg&. Admit.

Cause No. CDV-2013-788

DEFENDANTS' RESPONSE
TO PLAINTIFFS' F]RST SET
or DrscovERY REQUESTS

EXHIBIT
DFr!NIta\ tS RESeO\sE tOPL{t\llFFS flRS t SEr oF Dlsco\ ER\jE9S



members ofthe detined benefit retirement plan.

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

Sondeno paid the full actuarial cost to receive a 3% GABA.

RESPONSE: Admil that the purchase price for service credit assumed a 370

annual adjustment.

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

who purchased additional service credit pursuant to Mont. Cod€ Ann. $ 19-3-513 liom

July l, 2001 through June 30, 2013, paid the l'ull actuarial cost to receive a 3olo GABA.

RESPONSE: Deny. Ifhired on or after July l, 2007, the purchase price for

servicc credit assumed a L5o/o annual adjustment, It is also unclear what you mean by

"thc full actuarial cost to rcceive a 370 GABA.'"

REOUEST FOR ADMISSION NO. 24: Please admit that the "Staternent of

Intent" ofllB I70 ofthe Session Larvs of 1997, rvhich initially impiemented GABA,

states "the bill provides that the GABA be substituted for other benetils in cascs in

which the GABA is as valuable or more valuable to membcrs".

RESPONSET Admit.

REOUEST FOR ADMISSION NO. 25: Please admit that Mont. Code Ann.

$ l9-3-2106 expfessly states that members ofthe deiined contribution plan or the

university system retirement program do not have a contract right ro thc specific terms

and conditions specified iD statute on th€ date the ernployee's choice ofretirement

system becomes ellectivc,

DEFEJ\T'ANTS' RESPONSE TO PLAINTII'I'5' FIRST SET O' DISCOVERY REQUESTS
P.C€ 8 of29
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MONTANA PUBLIC EMPIOYEES' RTTIREMEM SYSTEM
ACTUARL{L VALUATION AS OF JUNE 3{, 2OT2

Sf,CTION I
BOARD SUMMARY

Contribution Rates

The stacked bars in this graph show the contdbutions made by memb€rs, employ€rs, 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 mtes are set by State law. The actuaial valuation
detemines the €xtent to which the statutory contributions will meet the requiremenls offunding
the System.

Particioa$ Trends

The bars show the number of participants
in each category and should be read using
the left-hand scale. As with any maturing
fund, this System continues to show
growth in the n\rmber ofrcthed members.
The active-to-inactive ratio has decreas€d
from L9 activ€s for each inactive in 2OO0
to 1.3 actives for each inactive today.

The black line shows the covered payroll
in the System and is read using the right-
hand scale-
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q.t!k \,.1u6 Innov.tivE Advi.e

September 14,2012

Public Employees' Retirement Board
I 00 North Park, Suite 200
Helen4 Montana 59620

Dear Members ofthe Board:

At your request, w€ have conducted the annual actuarial valuation ofthe Public Employees'
Retirement System as of June 30,2012. The results ofth€ valuation arc contained in this
report. The purpose ofthe valuation is discussed in the Foreword.

This report contains information on the System's assets, as well as analyses which combhe
asset and liability perforynance and projections. The.eport also discloses employer
conFibution levels, and rcquired disclosures under the Govemmental Accounting Standards
Board Stalem€ntNo.25. This report is for rhe use ofthe Public Employees' R€tirement Board
and its auditors in preparing financial reports in accordance with applicable law and
accounting requireh€nts, Any oth€r user of this report is not an intended user and is
consider€d a third pafty.

YouI attention is called to the Foreword in which we refer to the general approach employed
in the preparation ofthis report. We also commen! on the sources and reliability of bolh the
dala and the actuaial assumptions on which our findings are based. The results ofthis report
are only appljcable for Fiscal Year ending 2012 and rely on future system €xperi€nce
conforming to the underlying assumptions. To the extent that actual system €xperienc€
deviates liom the underlying assumptions, the results would vary accordingly.

We h€reby certiry that, to the best of our knowledge, this report and its contents, which arc
based on infomation supplied by the Montana Public Employees' Retirement
Administration, arc work products ofCheiron, Inc. Th€se work products are complete and
have been prepared in accordance with gen€rally 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 credential€d actuaries, we meet the Qualification Standards ofthe American
Academy ofAcluaries to render the opiirions contained in this report. This roport does not
addrcss any contractual or legal issues. We are not attoneys and our repor! does not provide
any legal sewices or advic€.

Chekon's report was prepared exclusively for the Public Employees' Retirement System for
a specific and limited purpose. It is not for use or benefit ofany third party for any purpose,
and Cheiron assumes no duty or liability to any such party.

Sinceaely,
Cheiron

.I ---fr- /
fvr"fi,b.*c

Margaret Tempkin, FSA
Principal Consulting Actuary

Steph6n T. McElhaneg.fsA,
Principal Consu ltinfActuary

l750ly$nsoollwad, Slire I r 0O, [4.le.n,VA 22 ]02 TeI703 893.1456 Fa{ 70}.391.2005 wwdelran.ut



i3)

MONTANA PUBLIC EMPLOYEES' R.ETTIEMENT SYSTEM
ACTUARLAL VALUATION AS OF WNE 30,2OI2

FOREWORI)

Cheiron has peformed the actuarial valuation ofthe Public Employees' Retirement System as of
June 30, 2012. The purpose ofthis report is to:

1) M€rsure atrd disclose, as ofthe valuation date, the financial condition ofthe System;

2) Indicate tr€trds in the financial progress ofthe System;

3) DelerlliD€ the sulficieDcy of the statutory cotrlrlbutiod rate paid by lhe employers for
Fiscal Year 2012 to meet the requirem€nts ofan Annual Required Contribution (ARC) under
GASB 25;and

4) Provide specific itrformation and documentation requiaed by the Covemmental Accounting
Standards Board (GASB).

An actuarial valuation establishes and analyzes syst€m ass€ts and liabilities on a consislent basis,
and trac€s the progrcss of both from one year to the next, lt includes measur€ment of the
system's investment porformance as well as an analysis ofactuarial liability gains and losses.

Section I presents a summaxy containiog our findings and disclosing important trends
experienced by the Syst€m in rec€nt yearc.

Secliotr II contains details on various asset measures, together with pertinent performance
measuremehts.

Section III shows similar information on system liabilities, measur€d for actuadal, accounting,
and govemmeitt reporting purposes.

Section ry develops the employer contribution rate determin€d using actua al t€chniques.

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 slmmary of the major provisions of the Syst€m, and the actuadal methods and
assumptions used in the valuations.

ID 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 dat4 and financial infoimation, We
perfomed an informal examination ofthe obvious characteristics ofthe data for reasonableness
and consistency in accordance with Actuarial Standard of Practice No, 23.

The actuarial assumptions reflect our underctanding ofthe likely firture experience ofthe System
and the assumptions as a whole represent our best estimate for the firture experience of the
System. The results ofthis report are dependent upon future experience conforming to these
assumptions. To the extent that firture experience deviates from the actuarial assumptions, the
cost ofthe benefits would vary from our projections.

{+rcrnor.r
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MONTANA PUBLIC EMPLOYEES' RETIRJMENT SYSTEM

ACTUARIAL VALUATION AS OF JUNE 3O 2OT2

SECTION I
BOARD SUMMARY

G€neral Comments

This is lhe fourth valuation ofthe Public Employees, Retirem€nt System perform€d by Cneron.

As ofJune 30, 201I valuation the statutory contribution mtes were not sufficient to amortize the
unfunded actuarial accrued liability. As of June 30,2012 the statutory contribution rat€s are
again not sulicient to amortize the unfunded actuarial accrued liability. Dudng the year ended
June 30, 2012, the System's assets gained 2.27% on a market value basis. However, due to ttre
System's asset-smoothing technique which recognizes only a poation ofthe gains and losscs, rne
retufi on the actuarial ass€t value was 3.28%. This return was below the assumed mte ofretum
of7.75% and resulted in an actuarial loss on investments of$168 million.

Th€ System experienced an actuarial gain on system liabilities resulting from salary increases
different than assumed and members r€tiring, terminating, becoming disabled, and dying at rates
different from the actuadal assumptions. The gain deducted $31 million from the;ctuarial
liability. Thh qpe ofactivity is nomal in the course ofthe System,s expedenc€. The System
will experience actuarial gains and losses over time, because we cannot predict exactly how
people will b€have. When a systcm expe enc€s alternating gains and losses that are small
compared to the total actuarial liability, then the system's actuadal assumptions are reasonable.

A new plan was inhoduced for those hir€d on or after July 1,2011. This change had no
immediate impact on plan costs or iiabilities. How€ver, it does lower the normal costiate going
forward,

As of the June 30, 2012 Actuarial Valuation, the System's unfunded actuarial liability was
$1,844 million. This is an incr€ase fiom las! year's unfunded acruarial liability of $1,609
million. The tunded ratio decreased ftom 70olo at the prior valuation to 67yo at June 30.2012.

Monlana Code Annotated (MCA) 19-2-407 requires a0 analysis ofhow market performance is
affecting the actuarial funding ofthe Retirement System. It is our understanding ofthe Code to
report certain key results on a market value of assets basis. The market valu€ at June 30, 2012
was $105 million grcater than actuarial value. Ifmarket value were used rather than actuarial
value, the funded ratio on the valuation date would be 69010. and the statutory contribution mr€s
are not sufficient lo amonize fie unfunded acruarial 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 plan orthe ODtional Retirement plan.
The calculations show that the amortization of the rcR 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 effectivc for the plao year ending
June 30, 2014. Statement No. 68 will be effective for most employers' fiscal yiars ending Juni

{+rernor.r



MONTANA PUBLIC EMPLOYEES' RETIR.I]MENT SYSTEM
ACTUARIAL VALUATION AS OA JUNE ]I},2OI2

SECTION I
BOARDSUMMARY

30, 2015. AII references and calculations with resp€ct to GASB reflect curr€nt Statements No. 25
and 27. ln addition, in accordance with th€ Sysrem,s funding policy, the contribution levels arc
compared to an amount that would satisfy the rcquirements for an Annual Required Contribution
(ARC) under GASB No. 25. Since the concept ofthe ARC will disappear when GASB Nos. 67
and 68 become eff€ctive, the System may need to define a differcn! calculation basis for
measuring firnding suffi ciency.

+IEIRON
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM

ACTUAII,{L VALUATION AS OF JUNE ]O 2OI2

SECTION I
BOARD SUMMARY

Trends

Ass€ts and Liabilities

The harket valu€ of assets (MVA) increased over last year, retuming 2.27% from the value ar
the prior valuation. The determination ofthe System's actuarial value of assets refle€ts only a
portion ofthe amount by which the retum differs from the assumed rate of7.?5%.

Over the pe.iod July l, 2007 to
June 30,2012 the Sysrem's
assets retumed approximately
l,9o/o per yeat measured at
actuarial value, compared to a
ctrrrent valuation assumption of
7 .'15Yo per year.

For funding purpos€s, the target
amount is reprcsented by the top
ofthe gray bar. We comparc the
actuarial value of assets to this
measure ofliabilify in developing
the funded percent. These are th€
percentages shown in the graph
labels.

"!-t
,,''",'" r I I
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MOMANA PUBLTC f,MPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUAIION AS OF JUNE 30, 2OI2

SECTION I
BOARD SUMMARY

Contribution Rates

The stack€d 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 ali a percent of
payroll (right hand scale).

The employer and member contribution rates arc set by State law. The actuarial valuation
det€mines the extent to which the statutory contributions will meet the requirements of funding
the System.

Participant Trends

The bars show the number of participants
in each category and should be read using
the leil-hand scale. As with any maturing
f!nd, this System continues to show
growth in the number ofretired members,
The active-to-inactive ratio has decreas€d
from 1.9 actives for each inactive in 2000
to 1.3 actives for each inactive today.

The black line shows the covered payroll
in the System and is rmd using the right-
hand scale,

+{EIRON
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MONTANA PUBLTC EMPLOYEES' RETIR.EMENT SYSIEM
ACTUARIAL VALUATION AS OF JUNE ]0, 2OI2

SECTION I
BOARD SUMMARY

Futurc Outlook

Base Line Proiedions

These graphs show th€ expected prcgress of the System over the next 15 years assllming th€
System's ass€ts eam 7.75yo ontheir ndrket value, and that contributions continue to be made at
the cure sratutory rates.

The chart below shows the funded status ofthe systern is expected to increase slightly as the Fy
20ll investrn€nt performaoce is r€cognized before starting to decrease gradually over the 15-
year pedod. The projections indicate that the statutory contributiofl rates will need ro De
incr€ased to maintain the cuffent level ofbenefits.

:Acr@rial Ll.bllhy .' AVA 
-MVA--- --:=-- r II

The chart b€low shows that the total contribution (member and State) computed on a GASB
Annoal Required Contribution basis will remain steady at about 20% ofpayroll over the l5-year
p€dod. Under cun€nt accounting standards this would mean continu€d increases in the State,s
Net P€nsion Obligation (NPO).

These projections as well as all of the projections that follow, reflect the plan changes which
apply to employees hired on or after July I , 20 1 I .

{+rernor.r
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MONTANA PUDUC EMPLOYEES' R.ETIREMEM SYSTEM

ACTUARIAL VALUATION AS OF JIJNE 3{'. 2012

SECTION I
BOARD SUMMARY

Proi€ctions with Asset Returns of 9.25%

The future funding status ofthis System will be impacted by the investment earnings. Cnanges
in marke! rctums can bave significant effects on the System's status. These two ihans below
show what the next I 5 years would look like with a 9.25% annual retum in each vear (i.e. I .5%
greater than the assumed mte ofaetum).

Compffed to tbe baseline projections, the funded stalus gradually improves ov€r the ls-year
period. The GASB Annual Required Contribution decreases gradually, ending slightly above the
statutory contribution rate in 2027.

{+re rnoru
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MONTANA PUBLIC EMfI{|YEf,S' R.f,TIREMENT SYSTf,M
ACTUARIAI VALUATION AS OF JUNE 30. 2OI2

SECTION I
BOARD SUMMARY

hoiections with Asset Retums of6.25%

To further demonstrate how fluctuations in the eamings rate can impact funding, we show the
anticipated System funding projectioos ifthe invested assets eam 6.25% per year ov€r the entire
I s-year period (i.e., I .5% less than the assumed mte of retum).

Undcr this scenaaio the funded status d€clines substantialty during the ls-y€ar period and the
GASB Annual Required Contribution increases to almost 25olo ofDay.

- r I lI
-:rll

T
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Based on PERA

MONTANA PUALIC EMPLOYEES' RETIREMTNT SYSTEM
ACTUARfAL YALUATION AS OF JUNE 30, 2OI2

SECTION I
BOARD SUMMARY

categdizltion for lhe annual repo.t. For actuarial valuarion purpos, 753 membeE in 2011 ed
2012 wer. valued as disabled membeG with ofrsenins reducriom to th€ number of rctircd

'1 The total number of ncmbers procBscd in the 2012 valualior was 55,9j7 comparcd ro 56,010 above being used for
tn€ annul repor!. A rc@rciliarion ofthis difference appds ar tl€ beginnhg ofAppendix A.

Table I-l
Montana Public Employees' Reliremenl SysieB

Summary ofP trcipal Syslem Restrlts
valuation Ns of: Junei0.20lt June30.20l2 "/.
ParticiDsnt Counts
Active Members
Disabled Membe.s*
Re'tirees and Benefi ciariest
Terminated Vested Members
Terminated Non-Vested Members
Total**

Annual Salaries ofActive Members
Average Annual Salary

Annual Retirement Allowances for Retired
Members and Beoeficiaries

Ass€h and Liabilities
Actuarial Accrued Liability (AAL)
Actuarial Value ofAssets (AVA)
Untunded AAL (AVA/AAL)
Less: PCR-UAL
Net Untunded AAL
Funded Ratio

Present Value ofAccrued Benefits (PVAB)
Market Value ofAssets
Untunded PVAB
Accrued Benefit Funding Ratio

Ratio ofActuarial Value to Market Value

Contributio6 as a Percentaq€ ofpavroll
Statutory Funding Rale
Less: Transfer to DB Ed Fund
Net Statutory Funding Rate
Normal Cost Rate
Available for Amortization ofUAL
P€riod to Anortize
Projected 3o-year Level Funding Rate
Proiected Shortfall asumlus)

28,659
23r

l7,892

5.78'7

55,104

$ | ,067 ,494,701
s 37,24E

$ 238,460,803

s 5,410,144,412
3.800.478.810

$ 1,609,665,602
t2.929.76E

$ 1,596,735,834
70.25%

s 4,691,634,455
3.939.875.986

$ 7s1,758,469
83j8%

96.46%

14.0700/.

0.040o/o
\4.030%
t2.590%

\.440Vo
Does not amortize

20,430Vo

6.3600/.

28,548
200

18.538
2,s60

56,010

$ 1,0?8,710,468
$ 37,786

$ 258,468,971

$ 5,66r,28r,490
3.816.919.734

$ 1,844,361,756
| 1.053.147

$ 1,833,308,609
67.42o/o

$ 4,916,084,348
3 .921 .812.233

$ 994,272,1rs
79.780/0

9733%

t4.183%
0.0400/0

14.1430/.

I1.800%
2.3430/.

Does not amortize
20.7100/"
6.527%

(0.4%)
(13/%)

3.6%
1.0Yo

6.50/"
t.6%

1.1%
1.4%

8.4%

4.6%
0.4%

t4.60/"
(t4j%)

14,8yo

4.80/.
(0.s%)
32.3%

{+rernor.r



MOMANA PUBLIC EMPLOYIES' RETIREMENT SYSTEM
ACTUARIAL VALUATTON AS OT JUNE 30. 2OI2

Sf,CTIOJ\ II

Pension plan assets play a key role in the financial operation ofthe System and in the d€cisions
the Trustees may make with respect to future deploym€nt ofthose assets. The level ofass€ts, the
allocation ofassets among asset classes, and the methodology used to m€asure assets will likely
impacl upon benefit levels, State contributions, and the ultimate s€curity ofparticipants, benefits.

In this s€ction, we present detailed inforrnation on System assets includingi

. Disclosure of Syst€m assets at June 30, 201 I and June 30, 2012:. Statement ofthe changes in market vaiues during the year;

. D€velopment ofthe Actuarial Value ofAssets;

. An assessment ofinvestment p€rfonnance; and

. A projection ofth€ System's €xpected cash llows for the next lO years.

Disclosurc

The rnarket value of assets represents .,snap-shot, or ,,cash-out,' values which provide the
principal basis for rneasuring financial peformance fiom one year to the next. Market values,
however, can fluctuate wid€ly with coresponding swings in the marketplac€.

The actuarial values afe market values which have been smoothed and are us€d for evaluatins
the System's ongoing Iiability to meet its obligations,

Th€ actuarial value of assets is the current matket valuo, adjusted by a four-year smoothing of
gains and losses on a market value basis. Each year,s gain or lois is determined dillerence
between the actual market retum and the expected market retum using the assumed rate of
mvestment retum.

+IEIRON



MONTANA PUBLIC EMPI'YEf,S' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OT JUNE ]0, 2OI2

SECTION II
ASSETS

Tabl€ II-l
in Mrrket Values

Vrlue of Arsets - Jutre 30, 2011

Additiotrs
Member Contributions
Employer Contributions
Sfate Contributions
Investment Retum
Other
Total Additions

Deductions
Benefit Payments
Administrative Expenses
Totel Deductions

$ 3,939,875,986

$ 79,26].,405
79,497,911

535,506
91,372,003

200.601
$ 250,E67,432

$ 265 ,802,387
3.128.798

$ 268,931,185

Value of Assets - Jutre 30.2012 $ 3,921

J]EIRON l0



MONTANA PUBLIC EMPLOYEES' RETIREMEM SYSTEM
ACTUARIAL VALIJAIIOi\ AS OF JUNE 30.2OI2

SECTION II

Actuarial Value of Assets (AVA)

The actuarial value of assets rcpresents a "smoothed" value developed by the actuary to reduce,
or eliminatq volatile results which could develop ftom short-term fluctuations in the market
value of assets. For this System, the actuaiial value has been calculated by taling the market
value ofassets less 75oZ ofthe investment gain (loss) during the pleceding year, less 50% ofthe
investment gain (loss) dudng the second pr€ceding year, and less 25% of the investment gain
(loss) durirg the third preceding year. The tables belorr illustrate the calculation of actuarial
vaiue ofassets for the Jun€ 30. 2012 valuation.

ll

Table II-2
Market Vrlue Gai

Value ofAssets - June 30, 201 |

Employer, State, and Member Contributions
Benefit Payments
Expected Retum at 7.75%

Expected Value at June 30, 2012

Actual Value at Ju.e 30, 2012

Investment Gai

$ 3,939,875,986

s 159,495,429
(265,802,387)
301.297.8s7

s 4,134,866,6E5

$ 3,92r,812,233

s (213 5

Table U-3
Develop Excluded Gain(Loss)

Total Excluded

-&4i9n(159,790,989)

228,309,435

36,374,053

104,892,499

Exclude 75% of20l2 cain4loss) $

Exclude 50% of2011 cairl/(Loss) $
Exclude 25% of20l0 Cair/(Loss) $

(2t3,054,652\

456,618,871

t45,496,211

$

$

$

Total Excluded cain/(Loss) for AVA Calculation

Trbl€ II-4
Actuarial Value of Assets

Market Value ofAssets -June 30, 2012

Total Gain(Loss) excluded

Actuarial Value ofAsse6 - June 30, 2012

$ 3 ,921 ,812,233

t04.892.499

$ 3,8r6,919,734

{r+etnor.r
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM

ACTUARIAL VALUATION AS OF JUNE 30, 2OI2

SECTION II

Investment Performadce

The market vafue of assets (MVA) retumed 2.27o/o dlriing 20t2, \ahich is less than the assumed
7.75o/o retum. A retum of3.28% on the actuadal value ofassets (AVA) is primarily the result of
the aset smoothing method being utilized for the calculation of the actuarial valu€ of assets.
Since only 25% ofth€ gain or loss ftom the performance ofthe System is recognized in a grv€n
year, in periods of very good performance, the AVA can lag signilicantly behind the N{VA. In a
period of negative retumE the AVA does not decline as rapidly as the MVA.

Year f,,rdins Jure

Table II-5
Auual R.tes of Return

Markel Value Acturrial Velue
2005
2006
2007
2008
2009
2010
201I
2012

8.03%
8.980/.

t7.920/.
(4.9r%)

(20.8s%\
t2.9tvo
21.700/0

2.270/o

5.32o/o

9.25%
tl.94%
7.62%

(0.r6%)
(1.18%)
(0.082o)
3.28o/o

{+ernor.r t2



MONTANA PUBUC EM?LOYEES' RETIREMEM SYSTEM
ACTUARIAL YALUAIION AS OF JUND 30. 2O'2

SECTION II
ASSETS

' Exp€cted connibdjora includ. Enploy€r Conlributions, Stste Contributions dd Menb€l Contributions. For
illustratio. purposes, we hav. Numed rhat all cortributior rat€s will rcmain level (excepl for the additional l%
m€mber conhibution Ble for tuturc members) and that payroll will increase al the actuanally assumed l.le of
4.00%pery€e.

'+ Expected invstd€nt retun is based upon ar .ssume/ retum of7.75% per arnum.

Expected b€nefit payments are projected for the closed group valued at June 30,2012.
Projecting any farther than 10 yea.s using a closed-group would not yield reliable predictions
due to the omission ofnew hires.

Tabl€ II-6
Projectiotr of System's Benelil Paymetrts aDd Contributions (itr thousaDds)

Julv I B€n€frts Codlributionsr Returtr

Net
Cslh Flow
(excludirg

Erpected Expected Investm€nt

$302,22t $ t65,089
307,863 173,293
331,140 | 8t,020
355,739 189,007
380,086 197,287

405,929 205,879
433,492 2l4,a0a
461,2't7 224,073
488,703 233,6&6

YeNr
Begitrning

2012
20t3
2014
2015
20t6

20t7
2018
2019
2020
2021

s (137,t32)
(134,570)
(150,r20)
(166,732)
(t82,799)

(200,050)
(218,684)
(231,204)
(2s5,017)

Exp€ct€d
Itrvestmeni

B!!g!!:'
s 298,726

31t,347
324,456
331,335
349,946

362,243
37 4,t05
385,446
396,2s7

Net
Cash Florv
(including
InvestEetrl

--Bgs!
$ 161,594

t76,777
t74,336
t70,603
167,t47

162,t93
t55,421
148,242
141,240

515.868 243.660 0 406.550
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MONTANA PUBLIC EMPLOYIES' RETIREMENT SYSTEM
AC'IIIARIAL VALUATION AS OF JUNE 30. 2OI2

StrCTION III
LIABILITIES

In this section, we present detailed information on System liabilities including:

. Disclosure ofSystem liabilities at June 30, 2011 and June 30, 2012;. Statement ofchanges in these liabilities during the year;

. Details on the source ofactuarial gains and losses between this valuation and the last;. Development ofacoarial unfunded liability on a market value basis as r€quired under MCA
12-2407 aod

. Development ofthe Plan Choice Rate unfunded liability and rat€.

Disclosure

S€veral 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 ofthe System, this
represents th€ iunount of money needed today to fully pay off all futur€ benefits and
€xpenses ofthe Systemr assuming participants continue to accrue benefits.

. Acluarial Accrued Liability: Used for tunding calculations and GASB disclosures! this
liability is calculated taking the Pr€sent Value ofBenefits and subtracting the prcsent value
of futur€ Member Contributions and futwe Employer Normal Costs under an acceptable
actuarial tunding method. This method is referred to as the EDtry Ag€ Nornal (EAN)
tunding method.

. Presetrt Valu€ ofAccrued Benefits: Used for communicating the current level ofliabilities,
this liability r€presents the total amount olmoney needed today to fully pay olf lhe curent
accrued obligations ofthe System, assuming no future accruals of b€nefits. These liabilities
are also required for accounting purposes (FASB ASC Topic No. 960) and Lrsed to assess
whether the System can meet its ctment benefit commitments.

The following table discloses each ofthese liabilities for the cunent and prior valuations. With
fespect to each disclosure, a subtnction ofthe appropriate value of System assets yields, for each
respectNe type, a n€t surplus or an unfunded liability.

{+rrnor.r l4



I
MOMANA PUELIC OMPLOYEES' Rf,TIREMENT SYSTEM

ACTUARIAL YALUATION AS OT JUNE 30. 2OI2

SECTION III
LIABILITIES

Tsble UI-l
Liabilities/Net (Surplus)runfutrd€d

June 30,201I June30.20l2
Present Value of Be[elits
Active Participant Benefits $
Retiree and Inactive Benefits
Present Vrlue ofBenelits (PVB) $

Market Value of Assets (MVA) $
Future Member Contributions
Frrture Employer Contributions
Funding ShortfalY(Surplus)
Total Resources $

Actuariel Accru€d Lirbilitv
Present Value ofBenefits (PVB) $
Present Value of Future Normal Costs (PVFNC)
Actuarial Accru€d Liability (AAIFP!'B-PVFNC)
Actuarial Value ofAssets (AVA)
Net (Surylus)runtutrded (AAL - AVA) $

Preseot Value of Accrued Benefits
Present Value ofBenefits (PVB) $
Present Value ofFuture Benefit Accruals (PVFBA)
Pres€ot V|lue ofAccru€d Benefits
("VAB=PVB-PVTBA) $

Market Value of Assets (MVA) $

3,508,104,121
2,889,696,155
6491 ,E00,276

3 ,939 ,E75,986
559,806,286
57E,466,496

1,319,65 t,508
6$91,400216

6,397 ,800,276
987,655,a64

5,410,144,4r2
3,800,478,810
1,609,665,602

6,397 .800,276
1 ,706,165,821

4,691,634,455

3,939,875,986

$ 3,456,788,033
3,t3t ,292,565

$ 6,56E,0E0,598

$ 3,921,812,233
573,705,041
582,632,328

1 ,509,930,996
$ 6,5EE,080,598

6,588,080,598
926,799,108

5,661r8t,490
3,816,919,734
1,E44,361,756

6,588,080,598
| ,671 ,996,250

4,916,084t4t

3,921 ,812,233$

$N€t Unfunded (PVAB - rvM) $ t5
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MONTANA PUBLIC EMPLOYEf,S' RXTIREMEM SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30. 2OI2

SICTION III
LIABILITTES

Chang€s in Liabilities

Each ofthe Liabiliti€s disclosed in the prior table are expected to chaige at each valuation. The
components ofthat change, depending upon which liability is analyzed, can include:

. New hires since the last valuation

. Benefits accrued since the last valualion

. System amgndments increasing benefits

. Passage oftime which adds inrerest to the prior liability

. Benefits paid to retir€es since the last valuation

. Participants retiring, terminating, or dying at rates different than expected. A change in actuarial or investrnent assumpoons

. A change in the acruarial tunding method

Unfunded liabilities will change because ofall ofthe abovq and also due to changes in syst€m
assets resulting from:

. Employer contributions different than €xpected

. Inv€stment eamings dilferent than expected

. A change in the method us€d to measure system assets

In each valuation, we report on those elements of change which are ol particular significance,
potentially affecting th€ long-tem 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 ofthe actuarial (gain)/loss as measured on the basis ofactuarial accrued liability.

i NC = trol calculaled.

Table III-2

Thousards
Liabilities June 30, 2011
Liabilities June 30, 2012
Liability

Increase (Decrease)
Change Due to:

Actuarial (Gain)/Loss
Plan Changes
Benefits Accumulated
and Other Sources

Present Vrlue
ofBetrefits

s 6,397,800,216
6,588,080,598

190,280,322

NC*

$ 5,410,144,412
5,661,281,490

251,137,078

(30,577,9t 0)
0

$ 4,691,634,455
4,9 | 6,O84,348

224,449,893

Actuarial Accrued Pres€nt Value of
Accrued

NC*
0

190 322 281.714.988 449.893
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MONTANA PI'ELIC EMPIOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30, 2OI2

SECTION III
LIABILITIES

Tabl€ III-3
Summary ofAcluarial Gain! and Losses as ofJune

Actuarial Liabilities as ofJuly l, 201I
Normal Cost
Actual B€nefit Payments
Inter€st

Expected Actuarial Liability as ofJuly l, 2012

Actual Liability as ofJuly 1,2012

Liability (cain)/Loss

Sources of Liability (cain),4-oss
Salary (caih),4-oss
New Participant (Cain)/Loss
Active Retirements (Gain)/Loss
Active Term inations (Cain),iloss
Active Deaths (cain)/Loss
Active Disability (Gain),4-oss
Inactive D€crements (Gain)/Loss

Actual Liability as ofJuly l, 2012

Liability (Cain),4-oss due to pl6n changes

Actuarial Value ofAssets as ofJuly l,201I
Net Cash Flow
Expect€d Eamings

Expected Actuarial Value ofAssets as ofJuly l, 2012

Actual Actuarial Value ofAssels as ofJuly l, 2012

Investment (Cain)/Loss
Total Liability (Cain)/Loss
Total Actuarial (cain

2!12

$ 5,4t0,144,412
128,567,046

(26s,802,387)
416.950.329

5,691,859,400

$ 5,66r,28r,490

$ (30,577,910)

$ (41,013,367)
9,723,157
3,487,407

(r,720,659)
783,930

(1,954,058)
I 15,680

$ 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
(30.5',77 .9 t0\

s 137,168,784

{+rrtnor.r t7



MOMANA PUBrlC EMPLOYEES' RITIRIMENT SYSTEM
ACIUARIAL VALUATION AS OF JUNE 30. 2OI2

Sf,CTION III
LIABILITIES

Table III-4 shows the actuaial liabilities as of the prior and cunent valuation dates. The
unfunded actuarial liability is the difference between the actuarial liability ard the acfua al valle
ofassets. The funded ratio is the ratio ofth€ actuarial value ofassets to the actuarial liability.

Montana Code Annotated (MCA) 19-2-40? requires an analysis of how market performance is
affecting the actuarial ftnding of the System. Table III-5 pr€sented below shows the same
information as in Table III-4 above, but using market value of assets rather than actuarial value
or asseE,

Table I[-4
Actuarial Lirbilities for Funding

June 30.2011 Jutrc 30.2012

3.

l. Actuarial Liabilities
Retirce and lnactive Benefits
Aciive Member B€nefits
Total Actuarial Lixbility

Actuarial Value of Assets

Unfu nded Actuarial Liability

Funded Ratio

$ 2,889,696,155
2.520.448.257

$ 5,410,144,412

$ 3,800,478,810

$ |,609,665,602

70.25%

$ 3,131,292,565
2.529.988.925

$ 5,661p81,490

$ 3,816,919,734

s 1,844,36t,156

67.42%4.

Trbl€ III-5
Actu{rial Lirbilitig on Mark€t Value Bisis (MCA 19-2-407)

June 30.2011 Jun€ 30.2012
t. Actuarial Liabilities

Retiree and Inactive Benefits
Active Member Benefits
Tot.l Acl[arial Li|bility

Market Value ofAssets

Untunded Actuarial Liability

Funded Ratio

$ 2,889,696,155
2.520.448.257

s 5,410,144,412

$ 3,939,875,986

s 1,470,268,426

s 3,13t,292,565
2.529.988.925

$ s,661r81,490

$ 3,921,812,233

s 1,739,469,257

2.

3.

4. 72.820/" 69.27%

{rrrrnor'r 1E
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MONTANA PUBLIC EM}LOYEES' RETIRf,MENT SYS'IEM

ACTUARIAL VALUATION AS OT JI'NE JO. 2OI2

SECTION III
LIABILITIES

Table III-6 shows the development ofthe portion ofthe untunded actuarial liability allocat€d to
PERS members who are in altemative defined contibution plans. This Iiabilify is fi.lnded by the
Plan Choice Ra& rPCR) contributions.

Table III-7 det€rmines the sulficiency ofthe Plan Choice Rate (pCR), which is used to determine
the contributions mad€ to the System for purposes oftunding the PCR untunded liability.

T.ble I[-6
Plrr Choice R.t€ Unfutrded Liability

Jutre 30.2012
L
2.

3.

4.
5,

PCR-UAL as ofJune 30, 2011
Assumed Interest at ?.75% per year
Less: PCR Contributions to DBRP reduced by Normal Cost
Interest at 7.75% on line 3
PCR - UAL as ofJune 10. 2012

s 12,929,768
1,002,057

(2,771,291\
(107.388)

$ H,053,147

Table I[-7
Plan Choice Rate

June30.2012
PCR - Normal Cost Rste

Normal Cost Rate
DBRP Members Only
Including DCRP and ORP members
Difference

Payroll as ofJun€ 30, 2012
DBRP Members Only
DCRP ard ORP memb€N

PCR - Normal Cost Rat€

PCR- UAL Amortization
PCR - UAL as ofJune 30, 2012
PCR Available for Amortization

Cufient PCR Amortization Rate
Less: PCR-Normal CostRate
PCR Availabl€ for Amoftization - 2012

Years to Amortize PCR UAL from June 30, 20 i 2
Maximum Years for Amortization
Suffi cient or Insuffr cient

(A)

(B)
(c)
(A) x (B): (c)

11.800%
I1.800%
0,000%

$ 1,029,692,504
$ 99,836,020

0.000%

$ I1,053,147

2.640%
0.000%
2.6400/.

4.6 years
15.75 years

Suflicient

+IEIRON l9



MONTANA PUELIC EMPLOYEES' RE1IREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30. 2OI2

SECTION IV
CONTRIBUTIONS

In the process of evaluating the financial condition of any pension plan, the actuary analyzes the
assets and liabilities to determine what lev€l (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 pattem of contributions that are both stable and predictabl€.

For this Syst€m, the ftnding method employed is the Etrtry Age Acluariel Cost Method.
Under this method, there are two components to the total contributiont the normal cost rate and
the unfuDded icturrial liability rrte (UAL rate). The normal cost rate is det€rmined by taking
the value, as ofentry age into the syst€m, ofeach member's projected future benefils. This value
is then divided by the value, also at enhy age, of each member's expected firtur€ salary. The
nomal cost rate is multiplied by currcnt salary to determine each member's normal cost rate.
Finally, th€ total normal cost mte is reduced by the member contribution to produce th€ employ€r
normal cost rate. The difference between th€ EAN actuarial liability dnd the actuaiial value of
assets is th€ unfunded actuarial liability.

For pwposes of determining the adequacy of the statutory funding rate, the UAL rate is
calculated by subtracting the normal cost rate from th€ statutory rate. A calcutation is then nade
to determine the period over which the UAL rate will amortize the unfunded actuarial liability. A
secodd UAL rate is calculated based upon a 3o-yedr amoftization of the UAL, which is the
maximum amortization period p€rmitted under GASB Statement No. 25, but which should not
necessarily be construed as a recommended contdbution level. All UAL payments are
determined as a l€vel percentage ofpay, assuming that total pay incr€ases by the annual inflation
rate of 4.00o/o.

+IEIRON 20



MONTANA PUELIC f,MPLOYEES' RITIREMENT SYSTEM
ACTUAR!\I VALUATION AS OT WNE 30, 2OI2

SECTION IV
CONTRJBI]TIONS

The tables below preseht and compare the conhibution rates for the System for this valuation and

me pflor one.

Tabl€ IV-l
Statulory Balis

Jure 30.2011 June 30.2012
Statutory Funding Rates

Members
Employers and Statel

Total
Transfer to Education Fund
Net Contribution to DBRP

Nornal uost Rarc-

6.900o/o
7.t70vo

14.070o/o

0.040%
t4.030%

17.590o/"

7.013o/o

7.r70%
l4.l83o/o

0.040o/o
I4.l43o/o

11.8\U/o'?

2.343o/o

$ 1,844,361,756
11,053,147

r,833,308,609

Does not amottize

Funding Rate Available for Amortization 1.440%

Untunded Actuarial Liability (SuAlus) $ 1,609,665,602
Less: PCR-UAL 12,929,768
UAL Funded by DBRP 1,596,735,834

Years to Amortize Does not amortize
Rates show. d€ for the fiscal y€ar following 1l'€ valuarion daie. The auocarion ofthe rar€ betwe€n
Employers and the Stat€ k described in Appendix q em 2.

' Tte noml cost rale is proj€ct€d to be 9.92% for members eligible aief July l,2011. lt is €xp€ct€d
thlr the averag€ nornal cosl r.ie will d€cr€6e over lhe next g€neration ofactiv. pla memben.

Table IV-2
Years to Amortize Unfunded Actuarial Liabilitv

Under Alternate AssumDtrons
June 30. 2011 June 30.2012

Y€a.rs to Amortize
Using Market Value ofAssets Does not amortize Does not amortize

Excluding additional cont butions under
HB I31

Using Actuadal Value ofAssets Does not amortize Does nol amortize
Usine Market Value ofAssets Does not amortize Does not amortize

+IEIRON 2l
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MONTANA ?UBLIC EMPLOYEES' RETIREMENT SYSTEM

ACTUARIAL VALUATTON AS OF JUNE 30, 201'

SECTION IV
CONTRTBUTIONS

Table IV-4
Calculated Contribution on Mark€t Vrlue (MCA 19-2-407)

June 30.2011 Jure

Normal Cost Rate
Educational Fund
Amortization Payment (30-years)
Total Calculated Contribution Rate
Less Statutory Rate
Shortfall (Surplus) in Statutory Rate

t2.590yo
0.040o/t
7.t20yo

19.750%
\4.070vo
5.680o/o

I t.800%
0.040%
8.3600/.

20.2000/0

t4.183%
6.0t7%

The following table shows the expected results for the next five valuations (assuming all
assumptions are met including 7.75% retum).

Table IV-5
Projected Calculat€d Contribution Rates
Valuation Year Rate

20t3 19.97%

2014 19.71%

2015 19.97o/o

2016 19.990/.

2017 20.02%

Trble Iv-3
Calculated Contribution Besis

June30.2011 2012

Normal Cost Rate
Educational Fund
Amortization Payment (30-years)
Total Calculated Contribution Rate
Less Statutory Rate
Shortfall (Surulus) in Statutorv Rate

t2.s90%
0.040%
7.800o/o

20.4300/0

t4.0100/.
6.3600/o

I1.800%
0.040o/o
8.870%

20.710%
r4.1830/0

6.s27%
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MONTANA PUBLIC EMPLOYEES' RETIREMEM SYSTEM
ACTUARL{L VALUATION AS OF JUNE 30,2OI2

SECTION V
ACCOUNTING STATEMENT INFORMATION

Account Standard Codification Topic No. 960 of the Financial Accounting Standards Board
sp€cifies certain infomation for a plan to disclose regarding its fund€d status. Statement No. 25
of the Govemmental Accounting Standards Board (CASB) establishes standards for disclosure
of pension infomation by public employ€e rctirement systems (PERS) and govemmental
employers in notes to financial statements and supplementary information.

The FASB ASC Topic No. 960 disclosures provide a quasi "snap shot" view of how the
System's assets compare to its liabilities ifcontributions stopped and accrued ben€fi1claims had
to be satisfied. How€ver, due to pot€ntial legal requirements and the possibitity that altemative
inlercst rates would have to be used to determine the liabilities, these values may not be a good
indication of the amount of mooey it would take to buy the benefits for all memb€rs if the
Syslem were to terminate,

The GASB-25 actuarial accrued liability is the same as the actuarial liability amount calculated
for funding purposes.

Both the prcsent valu€ of accrued benefits (FASB ASC Topic No. 960) and th€ actuarial accrued
liability (GASB-25) are determined assuming that the System is on-going and parricipanrs
continue to terminate employm€n! retire, etc., in accordance with the actuar;al assumptions.
Liabilities are discounted at the assumed valuation interest rale of7.75oZ por annum.

FASB ASC Topic No. 960 specifies tha! a comparison of the present value of accNed
(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
actuadal value of assets for fiinding purposes. The relevant amounts as of June 30,2012 are
exhibited in Table V- I .

Tables V-2 through V-5 are exhibits to be used with the CAFR report. Table V-2 is the Note ro
Required Supplementary Information, Table V-3 is a history of gains and losses in Accrued
Liability, Table V-4 is the Schedule of Funding Progress, and V-5 is the Solvency Test which
shows the portion ofAccrued Liability covered by Assets.
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Trble V-l
Accoutrtitrg Slatement Informrtion

June 30.2011 June 30.2012
A. FASB ASC Topic No, 960 Brsis

l. Pres€nt Value ofBene{its Accrued
and Vested to Date

a. Members Currently Receiving Payments $ 2,728,686,667 $ 2,958,0j5,j15
b. Former Vested Members 161,009,486 173,216,850
c. ActiveMembers 1.801.938.300 1.784.791.783

2. Total Present Value ofAccrucd Benefits
(l (a) + l(b) + l(c) $ 4,691,634,455 $ 4,916,084,348

3. Assets at Market Value 3.939.875.986 3.gZl.8l2-233

4. Unfunded Present Value ofAccrued Benefits
(2-3) $ 7s1,7s9,469 $ 994,272,115

5. Ratio ofAssets to Pres€nt Value ofAcuueo
Benefits (3 /2) 83.98o/o 79.78%

B. GASB No,25 Basis

1. Actuarial Accrued Liabilities for retirees and
beneficiaries cunenily receiving benefits and
terminated employees not yet receiving benelits $ 2,889,696,155 $ 3,131,292,565

2. Actuarial Accrued Liabilities for curr€nr
employ€es 2-520-448.257 2-s29.988.92s

3. Total Actuarial Accrued Liability
(l +2) s s,4to,t44,4rz $ 5,661,281,490

4. Net Actuarial Assets available for benefirs 3.800.478.810 3.816.919.734

5. Untunded Actuarial Accrued Liabiliry
- 4) $ 1.609.665.602 S 1.844.361.756

MONTANA PUELIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JTJNE 30. 2OI2

SECTION V
ACCOUNTING STATEMENT INFORMATION
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Table V-2
Note To Requir€d Supplemetrtery Itrformauon

The information presented in the required supplementary schedules was detemined as pafi ofthe
actuarial valuation ar the date indicated. Additional infomation as ofthe latest actuariai valuation
follows.

Valuation date

Actua al cost method

Afiortization method

Remaining amortization period for
Annual Required Co[tributioh

Ass€t valuation method

Actuarial assumptions:
Investment rate of retum+
Ceneml wage growth*
Merit salary increases
*lncludes inflaiion at

is the unfunded actuarialaccrued liabili

June30,2012

Entry age

Open

30 years

Four-Year smoothed market

7.750/"
4.00yo

0.00/0 - 6.0%
3.000/0

The acfuarial assumptions used have been recommended based on the most recent r€view ofthe
System's experiehce (completed in 2Ol0) and adopted by the Retirement Board.

The rale ofemployer contriburions to the Syst€m is composed ofthe normal cost ahd amortization
ol tne unrunded acluarial accrued liabiliq. The normal cost is a lerel percent o[ Davrcll cost
whrc_h will pay for projected b€nefits at retirement for each panicipant. The actuariaj accrueo
liability is that porrion of the present value of projected benefits th;t will not be paid by tuture
normal costs. The difference between this liability and the funds accumulated as ofthe same oare

MONTANA PUBLIC EMPLOYEES' RITIREMf,NT SYSTEM
ACTTIARIAL VALUATION AS OF JUNE 30 2O'2

SECTION V
ACCOUNTING STATEMENT INFORMATION
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MONTANA PUBUC EM?LOYEES' RXIIREMENT SYSTEM
ACTUARIAL VAI,UATION AS OT JUNE 30,2OI2

APPENDIX A
MEMBERSHIP INFORMATION - DBRP ONLY

Montaaa Public Employees' Retirement System Distribution of
Retired Members and Survivors as ofJune 30,2012

43. cotrd AmulBo.fir
7t 572 17.!rO,437
74 556 

'6.n2,29A75 533 t6,750,757
16 493 t6,067,M3

r5,r34rl0
73 44t t1,124,631
79 430 t4331,539
30 437 i1,766,229
3r 196 $1,992,733
32 136 $1,367,204
3l 164 t3,3?4,213
34 ]]9 f3,295,6r9
35 265 t2,664.133
35 ?93 t2,%0,332
37 244 $2,r90jlt
33 2?4 31,996,7t6
39 191 5t,712,611
90 167 

'lJ93.9719t 152 tr.t24.757
e2 trz t1!n.n6

!?e2.365
94 6t 35Jr,490
95 53 t471,4t2
96 33 tt75,296

!10?,135
93 13 t36,06n
99 rM12,63t
100 I| 30,023
l0l 6 t61,l|9

$0
l0l I J1l.l33

16,l9r
30

l0
l0

r0r 0 i0
$0
t0

lr 0 t0
112 0 s0
llr0s0

i0
lr5 0 t0

s0
70t0

n30t0
I|90J0
120A$

r7,9r5 $254,79JJ05
The chart above refl€ct! rhe count! and ben€nrs used for vatuation purposes as a result of dara processrng.
The berefit amounh shown have been projeoted using a hatfyear CO'A alsurnprion.
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MOMANA PUBLIC EMPLOYEES' RI]TTREMENT SYSTEM

AC'TUARIAL VALUATION AS OT JUNE 30. 2OT2

APPf,NDIX A
Mf,M'ERSHIP INFORMATION - DBRP ONLY

MontaDa Public Employees' Retirement System Distribution of
TermitrNted Vested Members

as ofJune 30,2012

cobr aiutBacfn!
ot0
r t ,021
z t2oj3-)
4 lr2,94r
4 $1,0tt

r l 333.667 t9
ir 

'l 
r7J96

14 rr53,293 3r
t7 t765,619

3323 3201,930
22 S2t7,tO2
25 t?0r,455 36
10 tr?9Jr,l
rr $305,7{1 33

37 tXg2,grs
5l 3436,301

52 t4,t6,7rl

70 t519107
6r $50r,307
31 16',112
94 t7?2,046
3r t566952
107 t313.646
r2c 

'l,049,123r4r t1,0u,715
r0 3773.t41
r52 1r,032,3?0

lr,1 t3rr,309
r17 t'96,409
r4r t9r4l49
rr4 t774.930
14 tJ23,69r
17 36tr.t92
55 t140J60
t0 1239,079
44 t2?6,30J
2t t220,201
r0 $0J01
3 r5l,3r2 116

)2 t5r,5rl
3 $q{02
1 t26,3tt

;

;

;

t p4rbt. d 6. sers ot is. 60 or .urtnr ,s.

The chan above reflects the counts and benefits us€d for valuation purposes as a rcsult ofdara proc€ssmg.
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Montana Public Employees' Retirement System Distribution of
Disabled Members
as ofJune 30, 2012

MONTANA PI'BLIC EMPLOYEES' REAIR.EMENT SYSTEM
ACTT'ARL{L VALUAI'ION AS OF JUNE 30. 2OI2

APPf,NDIX A
MEMBERSIIIP INFORMATION. DBRP ONLY

a

The ch.t above reflects ih€ counts and b€refits used for valuslion purposes as a result ofdata pros€ss,ng.
The b.defit amounts shown hav€ been projecred using a halfy€ar COLA assumption.
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MONTANA PUBLICEMPLOYEES'RTITRXMEMSTSTEM

ACTUARIAL VALUATTON AS OF JUNE 30, 2OI2

APPENDIX A
MEMBERSHIP INFORMATION - DBRP ONLY

Montatrr Public Employeerr Retirement System Distribution of
TermiDrted Non-Vested MembeB,

as of June 30, 2012

!!661
97.*

r!@3@

!oqrm

;

,*'..,^^ ".-.-*."lfr:.,.,,-.,.,"":;:'.- it'j'i:t:.",",."
The chart above refl€cts the counrs and benefits used for vatuation pur?os€s as a result ofdara processine.
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MONTANA PUBLIC EMPLOYEES' RTTIREMEM SYSTEM
ACTUARIAL VALUATION AS OF JUNE !O 2OI2

APPENDIX B
ACTUARIAL ASSUMFIIONS AND METHODS

Lotrg-Term Assumptions Used to Det€rmine Phn Coats .nd Liabililies

1. DemographicAssumptions

r. Healtby R€tire€s, Beneficia es attd Notr-Retired Members

Mal€ and Female RP-2000 Combined Employee and Annuitant Mortality Tables. To
reflect mortllity improvements since the dat€ of the table and to p.oject future
mortality improvements, th€ tables are projected to 2015 using scale AA.

50
JJ
60

70
75
80
85
90

Sampl€ Rat€s of He.ltby Mort.lity
M..!a----------i!4rll

0.163% 0.130%
0.272% 0.24to/o
0.530o/o 0.4690/o

1.031% 0.900%
1.770o/o 1.553o/o

3.062% 2.492%
5.5360/o 4.129%
9.9680/o 7.0760/,
17.271% t2.5886/o

b. Disabled In{ctive Mortality

Male and Female RP-2000 Combined Ernployee and Annuitant Mortality Tables with
no projections. No future mortality improvement is assumed.

Sample Rates ofDisabled Inactive Morhlity
Mal€ Female

50 0.2140/. 0.1680/.
55 0.362% 0.2720/o
60 0.675% 0.506%
65 1.274% 0.97t%
70 2.221% 1.674%
75 3.7830/. 2.81to/o
80 6.4370/o 4.5880/o

85 11.0760/o 7.7450/o
90 18.341% 13.t68%



Sanple Rete3 of Active Dtuabilify
!e!
22 0.00%
27 0.01%
32 0.01%
37 0.04%
42 0.10o/o

47 0.13%
52 0.250/.

57 0.36%
62 0.000/.

All disabilities are assumed to be permanent and without rccovery.

d, Terminatiou ofDmployment (P or to Normal Retirem€nt Eligibility)

MO]\TANA PUBLIC EMPLOYEES' RETIN€MENT SYSTEM
ACTUARIAL VALUATION AS OT JUNE 30. 2012

APPENDIX B
ACTUARIAL ASSUMPTIONSAND METIIODS

c, Rat€! of Acliae Disabilitv

Servic€ Rate
o 250/0

1 20o/o

2 151'/0

3 100/"

4 tovo
5o/o5-9

10-14 so/"
15 & over 2%

,)

Probability of [lecting Refund
at Term, Notr-Vested Vested

Under 35 100% 60%
35-39 100% 50%
40-44 1000/" 450/o

45-49 100% 35o/o

50 & Over 100% 3oo/"

No terminations are assumed after age 50 with five years ofservice for either male or
f€male.

e, Probability ofElecting a Refund ofM€mber ContributioDs upon Terminrlion
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MOMANA PUBLIC EMPLOYEES' RITIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE ]0, 2012

APPENDIX B
ACTUARIAL ASSUMPTIONS AND MEfiODS

f. Retirement

Annual Retiremetrt Rates

Age

<50
50-54

55

57
58
59
60
6l

63
64

66

6E
69

70 & Over

<0 years

0.o00/"

3.00
3.00
4.00
5.00
5.00
6.00
8.00

15.00
25.00
15.00
t5.00
30.00
30.00
25.00
25.00
25.00

100.00

30 years or
mone rnd age

60 with 25

10.00%
10.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
25.00
15.00
15.00
30.00
30.00
25.00
25.00
25.00

100.00

Vested teminations are assumed to retire at their earliest unreduced elisibiliw.
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MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUAIION AS OF JUNE 30, 2OI2

APPENDIX B
ACTUARIAL ASSUMPTIONS AND METHODS

MeriUsenio ty Salary Itrcr€ase (ir .dditior to acrosethe-bonrd increase)

Service based table plus an annual inflation mte of4.00% (rates shown below exclude
amount for inflation).

Atrnual
S€rvic€ Increase
I
2
3
4

6.00/.
4.9
3.9
3.1

5 2.4
6 1.8

7 t.4
8 t.0
9 0.7
l0 0.5
I l-15 0.3
16-20 0.1
21 & over 0.0

h. Family Composition

Female spouses are assumed to be three years younger than mal€s.

100% of non-retired members are assumed married for both male and female
membe$.

Actual marital characteristics arc used for pensioneN.

i, Vested Benelits for Termitrated Memb€rs

Vesled benefits for members who terminated during years ending June 30, 2009 and
later were estimated based upon compensation and servic€ information in the census
data. For membem who terminated paior to June 30, 2008, vested benefits valu€d
were the same as had been calculated by the prior actuary for the June 30, 2008
actuarial valuation.
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MOMANA PUBLIC EMPLOYEES' RETIRDMENT SYSTEM
ACTUARIAL VALUATION AS OF JTJNE ]0, 2012

APPENDX B
ACTUARIAL ASSUMPTIONS AND MOTHODS

2. EconomicAslumptiotrs

a. Rale of Investmetrl R€tum:
b. Rrt€ of w'ge Inllatio!:

(for Amortization):

Chang$ sitrc€ Last Valurtion

None.

7.75% (net ofexpenses)
4.00%
(3.00% inflation plus 1.00% real wage
growh)

c. Interect on Member Contributions: 3.50%
d. Rate of Increase itr Tolal Pavroll

4.00o/o



MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF 

'UNE 
30. 201'

APPE]\'DIX B
ACTUAXIAL ASSUMPIIONS AND MtrTHODS

B. Actuarial Methods

L Futrding Mcthod

The Entry Age Normal Actuaial Cost method is used to det€rmine costs. Under this
funding method, a normal cost is d€termined as a Ievel p€rcent of pay individually for
each active membfi,

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
tunds accumulated as ofthe same date is refened to as the unfunded actuarial liability.

The portion of the actuarial accrued liability in excess of plan assets is anortized to
develop an additional cost or savings which is added to each year's employer normal
cost. Under this cost method, actuarial gains and loss€s are directly reflected in the size
of the untunded actuarial liability.

Aciuari.l Vrlue of Assetg

For purposes of determining the unfunded actuarial accrued liability, we use im actuarial
value ofassets. The asset adjustrnent method dampens the volatility in asset values that
could occur because of flucfuations in market conditions. Use of an asset smoothing
method is consislent with the long-term nature oftbe actuarial valuation prccess.

The actuarial value of assets is the curent 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 retum and the exDected market
refum using the assumed €!e ofioveslment rerum.

Amortization M€thod

The unftnded actuarial acc red liability is amortized as a level percentage of future
payroll. The valuation determines the period over which the statutory contributions will
tully amortize the unfirnded actuarial accrued liability.

Changes since Lasi Valuation

None.

',
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MOMANA PUBLTC EWLOYEES' RETIRXMENT SYSIEM
ACTUARIAL YALUAIION AS OT JUNE 30. 2OI2

APPENDIX B
ACTUARIAL ASSUMPTIONS AND METHODS

C. Platr Choice Rste Calculrtions

The current employef Plan Choice Rate for members ofthe Defined Contribution Retir€ment
Plan (DCRP) and the Optional Retirement Plan (ORP) who would have been in PERS is
determined as followst

Plan Choice Rate to DBRP (PCR)
Additional PCR Contribution

FY2008 (July 1,2007)
FY20l0 (July 1,2009)

Tohl Plan Choice Codtribution Rate

Percenl of Salarv
2.370%

0.135
0.135

2.640y"

The Plan Choice Rate (PCR) is th€ percent of the employer conlribution allocated to the
Defined Benefit Retirement Plan for members who choose the Defined Contribution
Reliiement Plan or the Optional Retirement Plan. Th€ PCR is required by statute and
actuarially determin€d to maintain th€ financial stability ofthe Defined Benefit Retirement
Plan (DBRP).

Wilhout the PCR, there are two reasons the DBRP costs could potentially increase; on€ is the
financing of the Untunded Actuarial Liability (UAL) at the time of th€ transfers, and the
other is the potential for an increase in the Normal Cost Rate.

L The PCR provides that the amortization ofthe DBRP UAL at the time ofthe transfer is
financed ovea the sum ofpayroll ofthe DBRP and DCRP members. This method ensures
a continuation of the amortization schedul€ that was in place jtlst prior to the tmnsfeas.
The fegislation provided a starting point for this element of the PCR equal lo 2.370/. of
the payroll of DCRP members and the ORP members who would have been in the
DBRP.

2. Compared to the members who remain in th€ DBRP, ifthe transfening DCRP and ORP
memberc arc, on average, either younger at the time ofhire, or have a shorter career, th€
DBRP NoamalCost Rate could increase. The dollar amount ofthe increase in the DBRP
Normal Cost is financed as a percentage of DCRP and ORP payrcll. Th€refore, the
employem whose employees choose the DCRP and ORP will firnd any increase in the
Normal Cost of the DBRP. This rate is known as the PCR Normal Cost Rate (PCR-
NCR).

49



i9
MONTANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM

ACTUARIAL VALUATION AS OF JUNE 30. 2OI2

APPENDIX B
ACTUARIAL ASSUMPTIONS AND METHODS

Amortiratior Test: The curent rc& less the PCR-NCR, will be available to amortize the
remaining PCR-UAL. The initial amortization p€riod was s.t at 12.75 years as of
June 30, 1998. The amo.tization period will decline by one year each biennium, but the PCR
will not change unless the amortization period is more than l0 years diferent than the
scheduled amortization Deriod.

Amortizatiotr of PCR-UAL
Baseline Acceptlbl€Rinse

1998 Valuation 12.75 2.75 22,75
2000 Valuation 11.75 1.75 21.75
2002 Valuation 10.?5 0.15 20.75
2004 Valuation 9,75 nla* 19.75
2006 Valuation 8.75 nla* 18.75
2008 Valuation 7.75 nla+ 17.15
2010 Valuation 6.'75 nla* 16.75
2012 Valuation 5.75 nla* 15.75
2014 Valuation 4.75 nl^* 14.75
2016 Valuation 3.75 n/a+ 13.75

2018 Valuation 2.75 i/a+ 12,75
2020 Vahation 1.75 nlar 1t.15
2022 Valuation 0.75 A/a* 10.75

*Assumes immediate amortization ofPCR UAL.
Lower end only applies after 2002 ifthe PCR UAL is tully amortized.
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MOMANA PUELIC EMPLO\TES' R.ETIREMENT SYSTEM

ACTUARIAL VALUATION AS OF JUNE 30. 2OT2

APPENDIX C
SUMMARY OF PLAN PROVISIONS

Memb€rship

The Plan is a multiple-employer cost sharing plan that cov€rs employees of the Statq local
govemments, and c€rtain €mployees of the university system and sohool districts, who ate
not covered by a separate retirement system govemed by Title 19 of Mortana Code
Annotated.

Cortributions

For membels hir€d ot or belore June 30. 2011 MembeN contribute 6.9% of their
compensation. lntorest is credited at rates determined by the Board-

For n€w m€mb€rs hir€d otr or after July l, 2011 Members contribute 7.9% of their
compensation. Interest is credited at rutes d€termined by th€ Board.

Member contributions are made through an "employer pick-up" arrangement which results in
deferral oftaxes on the contributions.

Employers contriblte 6.90/0 of each membef's compensation, incroased to 7.035% on
Iuly l,2007 at\d 7.17o/o on July l, 2009. This is offset by a 0.1% ofcompensation fiom the
State for local govemments and school districts. For school districts, this offset iocreased to
0,235yo on lnly I,2007 and 0.37% on July l, 2009. These increased confibutions and offsets
as of2007 and 2009 will terminate if an actuarial valuation shows that the Deriod reouires rc
amortize the systemJs unfirnded tiabilities is less than 25 years, and that the terminarion of
thos€ increases would not cause the amortization to increase bevond 25 vears.

Service Credit

Service us€d to determine the amount of retirement benefit. One month of servicc credit is
eamed for each month where the member is paid for 160 hours. This includes certain
transferred and purchased service.

M€mbership S€rvice

Service used to determine eligibility for vesting, retirement or oth€r PERS benefits. One
month of membership service is eam€d for any month member contributions are made to
PERS, regardless ofthe number ofhours worked.

Highest Averrge Compemrtion

tror members hiied otr or before June 30,20ll Highest Average Compensation is the
av€rage of the highesl 36 consecutive months (or shorter period of total service) of
compensation paid to the member.

5.
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MONTANA PUBLIC EMPI,OYEES' Rf,TIREMENT SYSTEM

ACTUARIAL VALUATION AS OF JUNE 3O 2OI2

APPENDIX C
SUMMARY OF PLAN PROVISIONS

For tu€mbers hired or or after July l,2011 Highest Average Compensation is the average
ofthe highest 60 consecutive months (or shorter period oftotal service) ofcompensation paid
to the member.

Compensation generally means all remun€ration paid, €xcluding certain allowances, benefits
and llmp sum payments. Compensation is specifically defined by law

6. Service Retirement

Eligibility: For memberu hired oo or before Jutre 30, 2011 (i) age 60 wilh five years of
membership s€rvice; or (ii) age 65 r€gardle$ ofservice; or (iii) any age wiih 30
years ofmemberchip service. For metrtb€rs hired otr or after July l,2011 (i)
age 65 with five years of membership servicei or (ii) age 70 regardless of
service.

For members hir€d otr or b€for€ Jutre30,2011

(i) Ifless than 25 years ofmembership service, the greater of(a) l/56 ofhighest
average compensation multiplied by years of service dedit, or (b) the actuarial
equivalent of double the member's regular confiibltions plus interest phs the
actuarial equivalent ofany additional contributions plus interest.

(ii) If25 years of membership service or more, the greater of(a) 2% ofhighest
av€rage compensation multiplied by y€ars ofservice credit, or (b) above.

For memb€rc hir€d on or after July l,20ll

(i) If less than l0 years of memberchip service, the greater of(a) 1.5% of
high€st average compensation multiplied by years of service credir, or (b) the
actuadal equivalent of double the member's rcgular contributions plus interest
plus the actuarial equivalent ofany additional contributions plus interest.

(ii) Ifbetween l0 and 30 years ofmembership service, the Feater of(a) l/56 of
highest average compensation multiplied by years of service credil, or (b)
abov€.

Benefit:

(iii) If30 years ofmembership service or more, the greater of(a) 2% ofhighest
average compensation multiplied by years ofservice c.edit, or (b) above.
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MONIANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUAITON AS OF JUNE 30, 2OI2

APPENDIX C
SUMMARY OF PLAN PROVISIONS

7. Early Retirement

Eligibility: For memberc hired on or beforc June 30, 2011 (i) .ge 50 with 5 years of
membership sewice; or (ii) any age with 25 yea.s ofmembership sonice.

For memben hir€d on or after July 1, 20ll (1) age 55 with 5 years of
membership service.

Benefit: For members r€tir€d prior to Ocfober 1,2011
The actuarial equivalent ofthe accrued portion ofthe service r€tirement ben€fit
that would have been payable to the member commencing at ag€ 60 ot upon
compl€tion 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 l0 years
from seryice 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 compl€ted 30 years ofmemb€rship service.

For memb€rs hired on or before J|rtre 30, 2011
The actuadal equivalent ofthe accrued portion ofthe s€rvice 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 r€duced using actuarially equivalent factors based on the most
recent valuation.

For members hired on or after July 1,2011
The actuarial equivalent ofth€ accrued potion ofthe service retirement benefit
that would have been payable to the member commencing at ag€ 65 with the
exception that the benefit must be reduced using actuarially equivalent faclors
based on the most recent valuation.

8. Disability Betrefit

Eligibilib: Five years ofmembership senice

Benefit: (i) If h ired on or before February 24, I 991 , the greatei of (a) or (b):

(a) Less than 25 years of memberchip service: 90% of 1/56 of highest
average compensation multiplied by service credit.

At least 25 years of membership service: 90olo of 1/50 of highest
average comp€nsation multiplied by service credit, or

(b) 25% of highest average compensation.
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MONTANA PUBLIC EM}LOYEES' RETIREMENA SYSIEM
ACTIUARIAL VALUATION AS OT JUNE 30, 2OT2

APPENDIX C
SUMM/IRY Otr PLAN PROVISIONS

(ii) Ifhired after February 24, l99l and b€fore July l, 20t l:

90% is replaced by 100% in the above formulas, but there is no 25olo

minimum ben€fit.

(iii) Ifhired on or after July l,201l:

(a) If less than l0 years of membership service, lh€ greater of (a) 1.5% of
highest average compensation multiplied by years of service credit.

. (b) If between 10 and 30 yea$ of memb€rchip seNice, the greater of (a)
l/56 of highest average compensation multiplied by years of service
credit.

(c) If 30 years of membership service ot morer lhe grcater of (a) 2% of
highest average compensation multiplied by years ofservice credit.

9, Survivor's Benefit

Eljgibiliry: 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 benef4 or (v) inactive.

The sum of (i) accumulated contributions plus (ii) monthly compensation
multiplied by the lesser of years of seryice credit or six, plus (iii) interest.
Howevet an inactive member's sutvivor will r€ceive onlv accumulat€d
contributions.

For the survivor of an active member who had completed five yea.s of
membership service, the benefit will be the actuarial equivalent ofthe accrued
relircment benefit at the tim€ of death subject to the minimuh in the abov€
paragrapn.

A beneficiary may elect to receive the payment as an annuity fiat is the
actuarial equivalent ofthe amount ofbenefit.

For retired membeN receiving the nomal form ofannuity, a payment will be
made equal to th€ accumulated contributions reduced by any relircment
benefits aheady paid.

10. Vestitrg

Eligibility:

Benefit:

Five years ofmembership seflice.
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Benefit:

}TONTANA PUBLIC EMPLOYEES' RETIRENTENT SYSTEM
ACTTJARJAL VALUATIONAS OF JUNf, 30,2OI2

APPENDIX C
SUMMARY OF PLAN PROVISIONS

Accrued normal retirement benefit, payable at age 60 (or 65 if hired after
June3o,201l). In lieu ofa pension, a member may rcceive a refund of
accumulated contributions. Upon receipt of a refund of contributions a
member's vested right to a monthly benefit is forfeited.

11, Withdrawal of Employe€ Contributions

Eligibility: Terminates service and is not eligible for other benefits.

Benelit: Accumulated employee contributions. Upon receipt ofa refund ofcontributions
a member's vested right to a monthly benefit is forfeited.

12. Form ofPayment

The normal form ofpayment is a life annuity with a refund of any remaining account balance
to a designated beneficiary. (Option l)

Optional benefits: (i) Option 2, ajoint and l00o% survivor benefit, (ii) Option 3, ajoint and
50o/o survivor benefit, and (iii) Option,l, a life annuity with a period certain. Ifa retiring
member selects Option 2 or 3 and the designated beneficiary predeceases the member, the
benefit may revert to tbe higher Option I benefit available at retirement or select a different
beneficiary and/or a different option ifthe rctiree provides notification within 18 months.

13, 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) 3olo for members hired before
July l,2007 and (ii) 1.5o% for members hired on or after July 1,2007.
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trION]ANA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
ACTUARIAL VALUATION AS OF JUNE 30,2OI2

APPENDIX C
SUMMARY OF PLAN PROVISIONS

14. Changes since Last Valuatiotr

None.
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l.

4. Actuarial Liabili8

The portion ofthe Actuarial Present Value of Projected Benefits which will not be paid by
future Normal Costs. lt represents the value ofthe past Normal Costs with interest to the
valuation date.

]IIONTANA PUBLIC ETIPLOYEES' RETIRE\'IENT SYSTf, NI
ACTUARIAL VALUATIONAS OT JUNO 30.2OI2

APPENDIX D
GLOSSARY

Actuarial Assumptions

Assumptions as to the occurence offutute events affecting pension costs, such as: mortality,
withdrawal, disability, and retirement; changes in compensation; inflation; rates of
investment eamings, and asset appreciation or depreciation: and other relevant items.

Actrarial Cost Method

A procedure for determining the Actuarial Present Value of pension plan benefrts and
expenses and for developing an allocation of such value to each year of service, usually in
the form ofa Normal Cost and an Actuarial Liability.

Actuarial Gain (Loss)

A measure ofthe difference benveen actual experience and that expected based upon a set of
Actua al Assumptions during the period between two Actuarial Valuation dates, as
determined in accordance with a particular Actuarial Cost Method.

5. Actuarial Present Value (Present Value)

The value as ofa given date ofa future amount or series of payments. The Actuarial present

Value discounts the payments to the given date at the assum€d investment return and
includes the probability ofthe payment being made. As a simple example: assume you owe
$100 to a friend one year from now. Also, assume there is a l% probability ofyour friend
dying over the next year, in which cas€ you won't be obligated to pay him. Ifthe assumed
nvestment return is l0olo, the actuarial present value is:

Amount

$100 x

6. Actuarial Valuation

Probabilitvof 1/(1+lnvestment
Pavment Retum)
(1 -.01) 1(1+.1) : $e0

The determination, as of a specified date, ofthe Normal Cost, Actuarial Liability, Actuarial
Value ofAssets, and related Actuarial Present Values for a Dension Dlan.
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7.

8.

IIO|ITANA PTJBLIC EVPLOYEES' Rf,TIREIIIINT SYSTf,M
ACTTJARIAL VALUATION AS OF JUNI] 30,2OI2

APPENDIX D
GLOSSARY

Actuarial Value of Assets

The value ofcash, 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 th€ market.

Actuarially f, quivalent

Ofequal Actuarial Present Value, determined as ofa given date \rith each value based on the
same set ofactuarial assumptions.

9. AmortizationPayment

The portion ofthe pension plan contribution which is designed to pay interest and principal
on the Unfunded Actuarial Liability in order to pay for that liability in a given number of
years.

10. f,ntry 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
ofthe individual behveen entry age and assumed exit ages.

11. Normal Cost

That portion ofthe Actuarial Present Value ofpension plan benefits and expenses which is
allocated to a valuation year by the Actuarial Cost Method.

12. Unfunded Actuarial Liability

The excess ofthe Actuarial Liability over the Actuarial Value ofAssets.

13. Projected Benelits

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 ciedits.

14, Futrded Percentage

The ratio ofthe Actuarial Liabilities to the Actuarial Value ofAssets.
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\IONTANA PUBLIC f, NIPLOYf,ES' RETIREMENT S'I'STEM
ACTUARIALVALUATIONASOFJUNE30,2Ol2

APPENDIX D
GLOSSARY

15. Mortalily T.ble

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. Investmetrt Return Assumption

The assumed interest rate used for projecting dollar related values in the future.

17.Inflatiotr (CPD

The assumed increase in dollar related values in the future due to the general increase in the
cost-ofJiving. The usual measure for inflation is the Consumer Price Index (CPl).
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HOUSE BILL NO.382

INTRODUCED BY L. AANGERTER

4 A BILL FORAN ACT ENTITLED:"AN ACT REQUIRING THATA PORTION OF THE EXPENDABLE PORTION

5 OF COAL SEVEMNCE TAX COLLECTIONS BE STATUTORILY APPROPRIATED TO THE TRUST FUNDS

6 FORTHE TEACHERS'RETIREMENTSYSTEI\,4. THE PUBLIC EMPLOYEES'RETIREMENT SYSTEM DEFINED

7 BENEFIT PLAN, THE SHERIFFS' RETIREIVIENT SYSTEM, AND THE GAIJE WARDENS'AND PEACE

I OFFICERS'RETIREI\IENT SYSTEI\,,1 UNTILTHE FUNDSARE ACTUARIALLY SOUND:AMENDING SECTION

9 1s-35-108: AND PROVIDING AN EFFECTIVE DATE."

10

11 BE IT ENACTED BYTHE LEGISLATURE OF THE STATE OF MONTANA:

12

13 Section 1. Section 15-35108, MCA, is amended to read:

14 "

15
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1 15-35-108. (El1tc@€13, {Temoorarv) Disposal of severance taxes. Severance taxes

2 collected under this chapter must, in accodance wiih lhe provisions of 17-2-124, be allooated as follows:

3 (1 ) Fifly percent of total coal severance tax collections is alloc€led to the lrust fund created by Article lX,

4 section 5, of the l\/ontana constitution. The trustfund money musl be deposited in the fund eslablished undea

5 17-6-203(6) and invesled by the board of investments as provided by law.

6 (2) The amount of 1 2% of coal severance tax collections is allocaled to the long-range building progfam

7 accounl established in 17-7-205.

8 (3) The amount of 5.4670 must be cred ited to an account in the state special rcv€nue fund to be allocated

I bythe legislature for provision of basic library servicesfor the residenls ofallcounties through library federations

10 and for payment ofthe costs ol participaling in regionaland nationalnetworking, conservation districts, and lhe

11 Montana Growth Through Agriculture Act. Expenditures ot the allocation may be made only from this account.

12 Money may not be transferred from this account to another accoufit otherthan the generalfund, 8c!|i|lning|#y

13 €++i!11yAty unfeserved fund balance at the end of each fiscalyear must be deposited in the generalfund.

14 \4) The amount of 1.27% must be allocated to a permanent fund account for the purpose of parks

15 acquisition or management, Incomefrom lhis permanentfund account, excluding unrealized gains and losses,

16 must be appropriated for the acquisition. development, operation, and maintenance of any sites and areas

17 described in 23-1-102.

18 (5) The amountof0.95o/o must be alloc€ted to the debt service fund iype to the credit oflhe renewable

19 resource loan debt service fund,

20 (6) The amount of 0.63% must be allocated to a trust fund for the purpose of protection of works of art

21 in the capitol and for olher cullural and aesthelic projects. Income from this trLrst fund account, excluding

22 unrealized gains and losses, raust be appropriated for prolection ofworks ofart in the state capitoland for other

23 cullural and aesthetic pfojects.

24 (7) The amount of 5.8% thrcugh September 30, 2013, and beginning October 1, 2013, the amounl of

25 2.9% must be credited to the coal natural resource account eslablished in 90-6-1001(2).

26 (8) Afterihe allocations are made under subsections (2) lhrough (7), $250,000 for the fiscalyearmusl

27 be credited to the coaland uranium mine permitting and reclamation program account establishedin 824-244.

28 (9) (a) Subject lo st bs€ctidr subsections (gxb) and (g)icl, all olher revenue ftom severance taxes

29co||ectedundertheploVisionsofthischapter@arestatutori|v
30 approoriated. as orovided in 17-7-502. as followsl

lLepislative
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63d Legislature H80382.01

1 (i) 45% to the trust fund of the public emplovees' retiremeni svstem defined benetit plan orovided for in

2 19-3-103:

3 ( ii) 45% lo the trusl fund of the teachers' retiremenl svstem provided for in 1 9-20-1 02:

4 ( iii) 5% to the trust fund of the sheriffs' retiremenl svstem orcvided for in 1 9-7-1 02: and

5 (iv) 5olo to the trust fund of the oame wardens'and oeace officers' relirement svstem orovided for in

6 19{-102.

7 (b) (l) Exceot as orovided in subsection {g){b)(ii). on Januarv 1 followino an actuarial valuation showino

I thatthe unfunded liabilities ofa retirement svstem orplan listed in subsection {9)(a) amortize in 30 vearsorless

I and lhat termination ofthe slatLrtory aoorooriation 10 the svstem's or olan's trusl fund under slrbsection (9)(a)

10 would nol rcsult in an amortization oeriod of more than 30 vea6. the statutorv aporooriaiion terminates and lhe

11 revenue lhatwas approorialed to lhe retirement svstem must be credited to the oeneralfrJnd.

'12 (ii) {A) lf the oublic emolovees' retiremenl svstem deiined benefit plan meels the conditions under

13 subsection (91{b)(ii before the teachers' retirement svstem meeis the conditions, the slatutorv aooropriation of

'14 45% of revenue under subseclion {g){a)(i} terminates on Januarv 1 followino the valuation and the 45"/o of

'15 revenue is statutorilv aporooriated to the teacherc' retirement svstem trusl fund in addition to lhe slalutorv

16 aporopnalron Lnder subseclioa (gl(aXii)

17 (B) lf lhe teachers' retirement svslem meets the conditions under subsection {g){b)li) before the

18 unfunded liabilities of the oublic emplovees' retirement svstem defined benefit plan meets the conditions. the

19 statutorv aporooriation of 457o of revenue under subseciion (g)(al(ii) terminales on Januarv 1 followino lhe

20 valualion and the 45olo ofrevenue is slalutorilv aooropaiated to the public emolovees' retirement svstem defined

21 benefit olan trustfund in addition to the statutorv approprialion under subsection (g)(a)(i).

22 (bxq) The interest income from $140 million ot the coal severance lax permanent fund that is deposited

23 in the general lund is statutorily approprialed, as provided in 17-7-502, on an annual basis as follows:

24 (i) $65,000 to the cooperative development center;

25 (ii) $1.25 million for the growth through agriculture program provided for in Title 90, chapter 9;

26 (iii) $3.65 million to lhe rcsearch and comme.cialization state special rcvenue account created in

27 90-3-1002.,

28 (iv)to the deparlment ofcommerce:

29 (A) $125,000 for a small business development center;

30 (B) $50,000lora smallbusiness innovative research prcgram;

\ seryices
\,!jvision
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1 (C) $425,000 for cerlified regional development corporations;

2 (D) $200,000 for the N.4oniana manufactidng exiension cenier at N4ontana slate univercity-Bozeman;

3 and

4 (E) $300,000 for export trade enhancement. (Terminates June 30, 201 g-secs. 2, 3, Ch. 459, L. 2009.)

5 15-35-108. (Effective July 1,2019) Disposalot severance taxes. Severance laxes collected under

6 this chapter must, in accordance with the provisions of 17-2-124, be allocated as follows:

7 (1) Fift percenl of total coal severance tax collections is allocated to the trusttund created byArticle lX,

8 seclion 5, oithe Montana conslitulion. The trust fund money must be deposiled in lhe fund established under

I 17-6-203(6) and invested by the board of invesiments as prcvided by law.

1 0 (2 ) The amou nt of 1 2% of coal severance tax colleclions is allocaled to the long-range building program

11 account established in 17-7-205.

1 2 (3) The a mount of 5.46% m ust be crediied to an account in lhe stale special revenue fund lo be allocated

13 bythe legislaturefor provision ofbasic library services forthe residents of all counties through libraryfederations

14 and lor payment ofthe costs of participating in regionaland nationalnetworking, conservalion districts, and the

15 lvlontana GroMh Through Agriculture Acl. Expenditures ofthe allocation may be made only from this account.

16 Money may not be transferred from thisaccouni to another account other than the generalfund. Beginning July

17 1,2012, any rnteseded fund balance at the end of each fiscal year must be deposited in the general fund.

1 8 (4) Ihe amounl of L27yo must be allocated to a permanent fund account for the purpose of parks

19 acquisition or management. Income from this permanentfund account, excluding unrealized gains and losses,

20 musl be appropriated for the acquisition, development, ope€tion, and maintenance of any sites and areas

21 described in 23-1-102.

22 (5) The amount of 0.950/. must be allocated to the debt service lund type to the cred it of the renewablo

23 resource loan debt service fund,

24 (6) The amount of0.6370 must be allocated lo a lrust fund forthe purpose ofprclection of works ofart

25 in the capitol and for other cultural and aesthetic projects. Income from this trust fund accounl, excluding

26 unrcalized gains and losses, must be appropriated for protection ofworks of art in ihe strate capitoland forolher

27 cultural and aesthelic projects.

2a (7) The amount of 2.9olo must be crediled to the coal natural resource account established in

23 90-6-1001(2).

30 (8) After the allocations are made under subsections (2) through {7), $250,000 forlhe tiscalyear must

fLeSislative
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be credited to thecoaland uranium mine permitting and reclamation prog€m account esiablished in 82-4-229.

(9) {gl *lt Subiect to subseclion {91{b). all other revenue from severance laxes collected under the

provisions of thjs chapter @ are statulorilv aooropriated. as

orovided in 17-7-502. as tollows:

(i) 45% to the trusl fund of the oublic emplovees' retkement svstem defined benefit olan orovided for in

19-3103:

(ii) 45% to lhe lrust fund of the teachers' relhement svstem provided for in 19-20-102:

(iii) 5% to the lrust fund ol the sheriffs' relirement svstem orovided for in 19-7-102: and

(iv) 5% to the trust fund of the oame wardens' and oeace officers' retirement svstem provided for in

19-8-102.

(b) ii) Exceotas provided in subsection {9){b)(ii). on Januarv 1 tollowino an acluarial valuation showino

thatthe unfunded liabilities ofa retirement svstem or olan listed in $bsection (9){a) amortize in 30 vears or less

and lhat terminalion of lhe stalulorv aooroprialion to the svslem's or olan's trust fund under subsection {9)(a)

would not result in an amorlization oeriod of morc than 30 vearc. the statutorv aoproorialion lerminales and th6

revenue that was aoorooriated lo lhe retirement svstem must be crcdited lo lhe oeneralfund,

(ii) (A) lf the oub{ic emolovees' rclirement svstem defined benefit olan meets lhe conditions under

subsection {g)ib)(i) before the teacherc' retirement svstem meets the condilions. the statutorv aoorooriaton of

45% of rcvenue under subseclion (g)(axi) terminates on JanuaN 1 followino the valuation and the 45% of

revenue is stalutorilv aooropriated to the teachers'retirement svstem trust fund in addition to the statutorv

aoorooriation undersubsectioni9){a)(ii).

{B) lf the teachers' retir€rnenl svstem meets the conditions under subsection {g){b)(i) before the

untunded liabililies of the oublic emplovees' retirement svstem defned benefit plan meets the conditions. the

sialutorv aporopriation of 450lo of revenue ufider subsection (9)la)(ii) teminates on Januatu 1 followino the

valuation and the45% ofrevenue is slalutorilv aoprooriated lo the public em olovees' retirem ent svstem detined

benefit plen lrustfund in addilion to the statutorv aooroodation under subsection i9){a)(i)."
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NEW SECTION. Seclion2. E fectiv€ date. fThis actlis effective July 1,2013.

- END-
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]]MOTHY C, }OX
Montana Attoney General
MICIIAEL G. BLACK
J. STUART SI]GREST
Assjstant Attomeys Geneml
215 North Sanders
P.O. Box 201401
llelena, MT 59620-1401
mblack2@mt.gov
ssegrest@mt.gov
Phone: (406) 4,t4-2026, Fax: (406) 444-3549

COUNSEL IJOR DEFENDANTS

RFEE'VFD
jl^t l6 2014

'!3ffij1,[iiiiilc

MONTANA FIRST JUDICIAL DISTRICT COURT
LEWIS AND CLARK COUNTY

,\SSOCJATION OII MONTANA RE'IIRED
PUBI"IC I]MPI-OYEES. RUSSEI-L WRIGG,
MARI-YS I-IURLBER'T. CAROLE CAREY,
I. EDWARD SONDENO,

P lainti fi's,

STAIE Of- MON'IANA, MONTANA PUBLIC
l.\4Pl.OYI:t RF.TlRt:MtNT
ADMINIS'IRATTON, PUIILIC EMPLOYEF,
RE'IIREMEN-I' BOARD. COVIiRNOR
S IEVE IIULLOCK, in his ollicial capacity,

Defendants.

REOUEST FOR ADMISS! ON NO. I I Please admit that I IB 454 of the 2013

Legislarive Session as originally introduced did not reduce rhe Guatanteed AnnDaL

Benetjt Adjustment (*GAUA').

RESPONSE: Admit.

Cause No. CDV-2013'788

DEFENDANTS' RESPONSE
TO PLAINTIFFS' FIRST SET
OF DISCOVERY REQUESTS

EXHIBT'

?
DEFIiNDANTS' RI'S?ONSE TO PLAI]\'TIFFS'TIRST SET OF DISCOV



INTERROGATORY NO,2l: Considering that Mont. Coost. Alt. VIII, Sec.

15, provides that "Public retii€mert system assets .., shall be held in trust ro provide

benclits to pafiicipants and their beleficiaries and to deftay administrative expenses ,

is it your contention that the GABA provided for in Mont. Code Ann. g l9-3-1605 is

not a benetit to PERS retirees? lf so, please explain in a detailed nanative.

ANSWER: Yes, the adjustment provided for in Mont. Code Ann. g 19-3-1605

is a yearly adjustmcnt to the benefit, not the benetit irself. The "seNice retirement

benefit payable lbllowing retircment to a member" is set forth in Mont. Code Ain. I i9-

3-904.

INTERROGATORY NO. 22: lfyou ansrver any ofPlaintiffs'Requests for

Adnission with a response other ihan an unqualified admission, please set forth fully

fbr each requcst and with specificity the lactual basis for your rel'usal to unqualifiedly

admit the request.

ANSWER: Objection. Plaintift's to date have propounded 34 requests for

adrnission and 26 interrogatories, and therelbre this interogatory may violate Mont. R.

Civ. P. 33(aXl). Without waiving this objection. see responses to each requ€st tor

admission.

INTERROGATORY NO. 23i what alternatives were considcred and rcjected

olher than reducing thc GABA in order to restore the actuarial soundness ofPERS? For

each, prcvide a dotailed nanative identifying the alternative, when il rvas considered,

and why it was not impl€metlted.

DEfIiND.{NTS' RESPONSE TO PLA INTIFI'S' FINST SET OF DISCOVERY REQUESTS
Plee ?5 of29



ANSWER: Objeclion, this interrogatory is overly broad, vague, and unduiy

burdensome because it does not identily a subject that may have considered alternatives

(altemativcs considered by rvhorn?) and does not contain a time period, Additionally

why cenain altematives were not implemented, when ascertainable, is a matter of

legislative record, as accessibl€ to Plaintiffs as to Delbndants, and are available to

Plaintifl} pursuant to Mont. R. Civ. P. 33(d).

Without waiving d€ objection, potentially rgspornive bills and measures proposed

in 201 I and 2013 olfering altematives include:

IIB 383 (2013) and FIB 632 (201 l)t HB 338 (2013); SB 333 (2013); HB 122

(2011).

REOUEST FOR PRODUCTION NO. l5i Please produce all haining

materials, emails, presentation outlines and docuurents ofany kind including

electronically stored infbrmation, rvhere you rcprcsent that any state, coulty, or local

govemment employee rvill be eligible to receive a 3olo GABA.

RESPONSET .gee MPEIIA documents refcrencing the 3olo GABA on th€ attachcd

CD and attachcd VIIS Cassette, Emails are generally only retained by MPIiRA fbr 30

days, Most emails rel'ercncing a3% GABA would be significantly oldcr. Those that

werc located aft(}r a reasonable search was conducted are included on the Cf).

REOUIST FOR PRODUCTION NO. l6: Please produce all records. and

documents ofany kind where you discuss in any manfler a state, county, or local

govemment cmployee bcilg eligible to receivc a 3% CAI]A.

RESPONSE: See documents on the :rtlached CD and attached VHS Cassette.

DEFENDANTS' RESPONSI TO PLAINTITfS'TIRST SET OT DISCOVERY REQUESTS
P.9.26 of29



B # Txlc lPrcvide tunding for d. pLblic dployets' r€rircment

Bill

Retiren€nt Syft o! Affed.dr E Tealhers

tr l;refCl'iets

E hblc PripbFeg

E Vohdeer Fiefebters

Hieh\,,ay Patoltr
tr

n
tr

Polce

J,rdget

(Doll.r Anountt i! Ttousmd!)

Present Value ofActuarial Accrued Liabilitr
Prcsent V4lue ofActuarial Assets

Unfunded Actuarial Accrued Liabiliry (UAAI-)
Amortizatioo Period $ea!s) of UAAI-
Change in normal costs

Amortization Pedod ofUAAl with csT FY 2014

PERS [Y2013
Jrly 1,2012

O Hasft;bqithtionb€lllrevi.wedbvthebsbblive qimcornliu.e,
M as fir cost olthb leRislatth been oabrlhted by dE s$t€ds actuad?
g Does lhb bgbhlbn incMe fil irdbg br ary berDfl ievbblrs?

July l,2012
Current System

$5,661,281

$3,816,920
$1,844,361

DNA
11.80%

DNA

Jnly 1,2012
With Changes

$5,663,750

$3,816,920

$1,846,830

DNA
11.83%

36.70

(Decrease)

$2,469
$0

$2,469
0.00

0.03Yo

NA

FY 2014 FY20t5 fY2016 rY 2017

July 1,2013 Juty 1,2014 July t,2015 July 1,2016

State ardMUS Contrihrtion Ral

State Contributio! Rate

7.17o/o

0.00%

8.t70/o

0.0070

8.17%

0.00%

8.tT/o

0.00%

8.t7%
0.00%

1.80%

0.31%

School District Contribuiio! Rai

State Cofidbutiol Rate

6.80%

0.3'to/r

7.80%

037%

7.800/r

0.31%

7.800/o

031%

EXHIBIT!to
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Fiscsl Note Requ$t - As Intoduced

FISCAL SIJMMARY
' FY20l4 Ff2015

DifTerenc6 DiffereBce

s37,292,546 $38,385,546

$1,688,905 $1,688,90s
$1,149,658 $1,149,658
$669.831 $669,831

$489,974 $509.J73
$4,190,000 $4,360,000
$1,510,000 $1,570,000

$10,370,000 $10,?80,000

$0
$0
$0
s0

$603,360,914

(contbued)

..(
I"Y 2016 r'Y 2017
Dilfercoce Dilference

$39,108,288 $39,866,899 '
$1,756,461 $1,826,720
$1,195,644 $r,243,410
$696,624 $724,489
$529,956. $551,154

s4,530,000 $4,710,000.

$r,630,000 s1,700,000
$11,210,000 .$11,660,000

Erperditures!
General Futrd , .

State Speciai Revenuo
Federal speiial Revelua
Prcprietrry
MUS tuifion/other
Othet - Local Gort
Oth€r - School Dislr
Other. . Memb€ts

Rev€nuei
General Fmd
Statg Special Revenue
Federal Sp€cial Revenue
Other - TSEPA.RCL Int€rest
Other - PERS

$0 $0 $407,000

$0 $0 s0
$o $p $o

$0 $0 ($407,000)

$62,113,513 563,656,974 965.282,732

Nei Impact-Geoeral Futrd Balanca: ($37.29.546') f$8.385.546) f$39.108.2881 {$39.459.899}

Description of liscal impact HB 454 pmvides additional fimding to amorlize the unfimded liabilities of the
Public Eoployee Retirem€.dt Systen (PERS) though ircreased contxibutions and lelenue ald interest eamings
dedved fiom natura.l rcsouce development. The bill includes appropriations for the additional 1olo emiloyer
conhibution for state agencies.and the Modtana University System. The Unfiuded Actuarial Accloed Liability
(UAAL) ofFERS is reduced ftod "Does Not Amortize" (DNA) to 36.7iears a.s ar€sult ofHB 454. Begioning
il1 FY 2017, iie bill allocates ihr€e-eighlh of coal severarce tax revenue io the coal tax permanett firlld ard
eliidnatcs the allocations to ihe Treasure State Endo\rme Fwd and rhe Treasure State Endo*ment Regional
Water System Fund Over time, tb.is will increase th€ amount of interest eamings that are tran$fened to the
state gmeral frmd.

FISCAL ANALYSIS

Alsudptions:
Public Employees' Retirement System (PERS)
1. Member contributiol rates for all active members $ould b€ set at 7.9%. The curent rate is 6,9% fot all

membeB hired before July 1,2011 ald 7.9% for those mebb€rs hired oll or after July 1,2011.
2. The cootibution rate would decrease to 6.9% for all members once the an$rtization period goes below 25

yeaE aod remains below 25 ye3ff after the contributign rate is &drced.
3. The eBployer cont ibutiotr rate would increase by t% bridgilg the xotal contdbution rate, including the state

portiorl to 8.l7%.
4. The biil includes appropriations iu Sectiotr 9 foi the additional I % empioyer contributiol fo. stale age[oies

a.dd the MUs.



5. Thc additiornl l% cootdbution would b€ eliminat€d aloflg with the current temPorary contnbuliod mte of
O,27yo ot\ce the afron.iz tron pedod goes below 25 yea$ and rcmains below 25 years oiier ihe condbution

rare iq reduced by ihe total of 1.27ol0.

6. An allocation ofcoal ta.x rcvenues will be contibuied to the plan each yeal.

7. The lerDination of the temporsry firnding soulces is appiied at once for both the member and employer

contributions wheE the system's alnodizatios peliod is below 25 years.

8. Coal severalae tax projections lr€re developed using OBPP revenue estiBates for FY 2014 thru FY 2017

and are infiated by 2% each year thercaier for the actuarial analysis ofPERS as a result ofHB 454'

9. The fucal impactpresenled by the actuary assumes that ihis bill is the only as|€ndment bei[g considered. If
other changes ale also adopted, lhe fiscal impact associated $r'ith this bill could be different.

10. Ttere hava been no adjustments lor actusrial gaitrs and losses or fol changes itr membersblp ot firsncial

data since the last valuation as of Junc 30, 2012.
I 1 . The actuadal calculations arc based uloo the alatq actuatial methods, and assonDtions as werc used itr the

Actuarial Valuations oi the systems as of June 30, 2012.
12. The assumptions are based on the likety firture experience of the systeEs and rcFesent a best estimate for

fufure exlerience. The resnlb are dependent upon firtuc elq)erience conforming to the assumptions us€d.

Department of Agriculiure (ACR)
1:. Under cLrnent larv, begi::ring July t, 2013, the Gm$'tl Though Agdcultllle progalt! would receiw a

statulory appropdation ol$1.25 millio! iou the interest eamings ofthe coal tax p€rlnal1ent filnd
14. IiB 454 would maintain.ihe stalutory appropriation for this purpose at the 2013 bi€nnium level of $625 000

per 

'ear.15. is ; result of HB 454, the deparuient would reduce by S625,000 the amoud available for gla l or loans

lor agricultual related economic development.
Dep.rtment of Commercc (DoC)
16, Under current law, begiruling July 1, 2013, the Res€arch aid Corfirercialization accout viould rcceive a

statutory ap,propriation of$3.65 milion flom rtrc itrteres! ea$ings ofthe coal tsx permanent frlqd.

tZ. tn +s,i wouta maintain the statutory eppmpriation for this purpose at lhe 2013 biennium level of$l 275

milliooper year.

18. Section I oi the bitl amends 15-35-108, MCA, and reduc$ the general tutrd transfel to lhe Reseaich alrd

commercializatio! state special rcvenue account hom $3 65 million each fiscal year 10 $1 275 million each

6scal year. This reduction means tbe lvlontrna Board of Research Corndercializalion Tecbnology will fimd

rcvenues to th€ Treasue State

tax bond furd reveNes to the

Trcasure State Endowment Fund would have exphed on June 30, 2020

20. Begilming iD FY 2014, rhk bill would statutorily appropriate coal severance tax revenue d€ppsited iD th:
general irnd to the Public Employees Retiement Sysien (PERS) lust futrd. OBPP'g forecast of general

i*d ,"u.no" ftom the coal severaace tax is $16 8?4 millioo for FY 2014, S1?.968 Eiuion for FY 2015,

$18.593 millior for FY 2016, aad $19.251 miiiion for FY 2017

21. HaIt ol coal severance ta.x revenue is deposited ir! the coal tax trust filr}ds. Under cu$ent law, t]&ugh FY

2020 half ofthis levenue is deposited in the Treas![e Siate EDdowmeEt Ftmd, one_fourth is deposited b the

Treasue State Endowment Regional Wat€t System FuId, and one-fourti is deposited in th€ Big Sky

Economic Developrrent Fund, Begimi4 in FY 2021, thee-foudhs is deposited i! tlrc Coa[ Tax Peroatrent

Frmd and one-fourth is deposited in the Bi8 Sky Economic Development Futrd. This bill makes this change

in allocatiotr formulas occu. at the begianing of FY 2017.

22. The charge in coal severance tax ailocation at the begining of FY 2017 would change the bust filnd

balarces ;d interest earnings begiming il FY 2017. Coal severarce tax is collected quarterly, thirty days

after the end of ihe qua(er. Bec;use the changes in revenue deposited in lhe tnrst funds occur at the end of
the fouih month, the end of the sevenlh montl! the end of the xenih month, and at Iiscal year-end, the

Ffucal Note Requ€st - As lntroduced

I 8 fewer research and commercializalion proj ects a.|lnual]y.

19. Section 2 of the bill stops ihe flow of coal s€ve.aoce tax bond filnd
Endowment Fund on June 30, 2016. Under cunent law coal severame

(continued)



Fiscal Note Request - As lntrodrrc€d (contimed)

changes io 0re avenge intercst-ganing balance in F-I 2017 vti]|.be 3l-25o/o ofthe bhanges I! revetrue. The
followiry table shows the diferences i! allocation of coal severaoce tax aad interest eaming for FY 2014
thrcugh FY 2017.

changes in R€venu€ Allo@tlons ($ mllllonl

FY 2014 FY2ot5 Fy 20'18 Ff 2017

coal S€veranca Tax

Coal Trust Permanent Fund

Treasur€ State Endowment Fund
TsE Regiona I Wet€r system Fund

Trust Fund Interest Earnlngs

GeneralFund
TSE lncome Fund

TSERWSF lncome Fund

0
o
0

0
0
0

o
0
0

0
0
o

0
0
0

0
0
0

27.297
-18.198
-9.099

o.407
-o.277
-0.135

22. 17-l-508, IVICA requiies analysis ofth€ statutory appmpriation telarive to the guidanc€ itr
17-1-508(2), MCA to be published in the fiscal nole. In reviewing aad establisbing
statutory appropriations, lhe legislature shall consider the following guidelines.

Y!!I NS

a. Th€ firod oruse requires an aDproDnadon. x
b. The moqey is not ftom a coDiiouirg, rc1iable, and estimable source.

c. The use of the appropdation or the expenditue occlmetrce is not
predictable and rcliable.

d. The authority does Dot exist elsewheie. x
e. An altemarive appropriatiou method is trot availuble, practical, or

effective-

f. Other thsn for emergency purposes, it doeq not appropriate motrey

ftom the state general fund.
x

g. The rnoney is dedicated fol a specific use.

h. The leeislature wishes drc activitv to be flrDded on a continual basis.

i. \lheo feasiblq an expenditue cap a]]d sunset date are inchdetl



Fircal Noto Requert - As Intoduc€d

Fiscal Impact:

Expendituresr
Stat Applop to PERS
SA Approp to Stale Agencie! ($3.000,000,
Enployer (E R) CoDb'ibutionr S 12, I I6,9 I 4
Fmployee(EE) Coruibution: S10,170,000

rorAlErpetrditues __S!!!q.9!1_
Fundine ol Erpenditures:

GF (01) - Stat Approp PERS $37,874,000
CF (01) - Star Approp Agenc ($J,000,000)
GF (01) ER Contributions $1,870,019
GF (01)-MUS ER Contsibuti' $548,527
SSR (02) ER Contdbuiions $1,688,905
FSR (03) ER Contributions $1,149,658
Proprietary (06) ER Contib. $669,831
MUS Tuitior/Other ER Con $489,914
Other - Locsl Govt ER Co4tr $4,190,000
Oth€r - School Di$r ER CorI $ I,510,000
Oth€. - Membets EE Conrib____$!!ll!,9!9_ $10,780.000

TOTAL Futrdinc of ErD. $57.160.914 559.113.513

FY2014
DifTerenc.

$3?,874,000

FY 2015
I)iflererce

$38,96?,000
($3,000,000)

sr2,366,s13
s10.780.000
s59.113.513

$38,967,000
($3,000,000)

$1,870,019
$548,521

$1,688,905
$1,149,658

s669,831

$509,573
$4,360,000
$1,570,000

Fv 2016
Diff€retrce

$39,593,000
($3,000,000)

$r2,853,974
$11.210.000
$60.656.974

$39,593,000
($3,000,000)

$1,944,820
$570,468

$1,756,461
$r,195,644

$696,O4
$529,956

$4,530,000
$1,630,000

$11.210.000

____$q9$!.22!

(cantinued)

FY2017
Differe[ce

$40,251,000
($3,000,000)
$13,371,132
$11.650.000
$62.282.732

$40151,000
($3,000,000)
$2,02\613

$593,287
$r,826,720
$1,243,4't0

s'724,489
$551,154

$4,710,000
$1,700,000

$l1.660.000
s62.282.732

s407,000
$0
$0
$0
$0
$0

($4ozooo)
$65.282;732
s65.282.132

Net Imprct to Fund Bahnce (Revenueminus Funditre ofErp€nditurd):
GeDeraI Fund (0 I ) ($31,292,s46)

Rev€nuesr
Geneml Fund (01)
State Special Revenue (02)
Fede€l Special Revenue (03

Proprietary (06)
MUS Tuitiodothef
Other - Iacal Gowschool D
Other - TSEP/RRGL Interest
Olher - PERS Trusr $60.160.914

TOTAL Revenue! $60.360.914

State Sp€cial R€venue (02) ($1,688,905)
Federal Special Revenue (03 ($1,149,658)

. Prcprietary (06)
MUS Tuition/Other
Other - Local Covt
Oth€r - Schooi Distdcts
Other - TSEP,RRGL Interest -] $0
Other - ?ERS Trust $60,360,914

$0
$0
$0
$0
$0
$0
$0

($669,831)
($489,974)

($4,190,000)
($ 1 ,s 10,000)

$0
$0
$0
$0
$0
$o
$0

.$62.113.513

$62.113.513

$0
$0
$0
$0
s0
$0
$0

$63.656.97r{
$63.6s6.974

($39,108,288)
($1,75616D
($1,195,644)

($696,624)
($529,956)

($4,530,000)
($1,630,000)

$o
s63,656,974

($38,385,546)
($1,688,905)
($r,149,658)

($669,831)
($509,5?3)

($4,360,000)
($ 1,570,000)

$0
. 362,113,513

($3q459,899)
($1,826,720)
($1 ,243,470)

(9724,489)
($551,154)

($4,710,000)
($1,700,000)

($407,000)

s65,282,732



Ffucal Note Request -As lBtoduced

Effect otr Local Covernmeph!
1. L"""t Got"q""""t *d fuh.ol Dishicts each lay an addilional 1% in employer contributions uolil the yea{

2033 when the firtrding is projected to drop below 25 years and the addi(onal l% contribution would.b€

etiminated.
2. Ihe fiscal impacl to local goveru!flt ald the school districts is illustrated ilt ihe tabl€ below:

(continued)

Lons-Teru Impac$:
ll-FEFSTiGffi to trecome actuarial sound in the year 2019 when the unfmded liabilitv would be paid

wifiin 28.1 yearc.

2. For the employees, the 1% additiooal conhibution is projected io be elimiDated in the year 2033 '
3. Ior ihe emploiers, ihe I % additional contribution aid the 0.27% coDtibution is Pojected to be eliminated

ja de year 20l.l.
4. The stale is projected to €xperience a sa!'rngs begilmhg b 2033 for the 0.27% that is paid on b€half of the

school distrrcts.

fiscrl Year 2014 2015 20t6 2017

Loca.l Golt ER Cotrtibutions $4,190,000 $4,360,000 $4;530,000 $4,710,000

School Dist ER Codtrihnions $1,510,000 $1,570,000 $1,630,000 $1,700,000

Budget Director's lnttiqlsDarc
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SENAI€ FINANCE a CLAl,i/rs

Exhrb{ No. b

I

irnenrn,:nrs ro Hcu3e Bj,Ll. :Jo. 454 aab---4tL:2!J2--
lrd le.',li..g Ccpy

3enator Jon Sesso

For Senale finance and C]aims

?resared by Sheri Scurr
-qpril i6, 2011 (9:29an)

strNo.-4.LjuizL

t.. tj.!1e, page l, Line I3.
Folloringr "ffi+br."
In3.-t: "PROrr'IDING THAT THE UNALLOCATED pORTlCit 09 CCAL SEvEpAfiC:

TAX qOLLECTICNS Ig ;TATI]IONILY AP?ROPRIATED TO THE PUBLIC
nMPLOVEES, DEFIITED aENEFTT REITRsMt T piAN; RavrstNG tHE
ALLOCA'IION OF IIITERSST I:]CO:IE FRO:.I TI{E COAL TAX PERIIANENT
IUND ANO IFOVID]NG A STAIUTCR1 APPROPRIATION OF A PORTTON Of
IHE INTEREST IIICSI4E TO II]E FUAI,IC iI.4PLOYEES' DEFII]ED BENE'IT
RETTiiEMINT |LAN; AMSND1NG THE IEF.IIINATION DATE FOR THE
TRANJFSR OF CORTAIN MONEY FRC{ THE CO.{L sNVERANCE IAX tsON:J
FU}]D TO 'fHE TREASURE STATE ENCCWMENT FUIID F.I.ID TliE TREASURE
STATA iNDC'IIMENT RE6ICNAL i"]AIER 5YSTEI..I FIJND, ''

2, !it-Le, page 1, line t6.
Eollorinq: " aEri+fftr,- "IDslrt: 'r ?RqVI DIIJG lN APIROpRIATION;"

l. TitIe, page 1, .Line Ll.
st!ik.: "II-I-5C2.'.
Irsart: r' 15- 33-1n 8, 1l-5-70-1, {

1. 1rt1e, pfge l, Iine r9.
strik.: "tEPaALIi.l6', rhro!qh "Igii'
Ins6r!: "l|'tEl.lDl:ic S:CTIO|J 6, CIjA!TE3 415, LAWS Cfl 1t99, AND

:jEcTtoNS i3 AND 16, CttApAER t39, i,AWS OF ,]C11,."

5. Page 9, lrne 22 throrgh Faqe trl, tine jO.
stlrke: .:.cL:.n I Ln i-s n- I !.r ,rnsc!!: ,'s€ction 1. Secr:ion i5-15-103, Uc_q. is drnen.ted to rerd

'.

rrtfr-t-r.q-
i_,rrs

,

i:.,rert E

E6-r
*-
ul

HB045,l20.asc
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-

15-35-t0t. (E f.sts!,!-fir!r!r-+e€ T€iporarv, Dl.3pos.I o!
rnusc,.1n ltccotd.tnce ,rith rhe provisions ot 1"1_2,124, be attocaae.l

i1) FiIry percent ci_ coral coet severence rjx rotLectionsrs nllocared Lo the trust fund created by ArLicIe Ij(, section !,r! the llon!nna .onstitu!ion. The irust fund inoney nLrst L,e,rcpositecl in rhe fund esrnbiished under 17_6_20ti6) an.t irvesr,,Adry tlr.-board o: inr.esfnen,:s rs provided by law,{2) The anount if L2i of .o.rt_ severance rax iaIl'.:.rions islllocated-to rhe long-fange building program a.counr esrabti;hedrn 17-?-205 -
(:l) Th-- ,rnount Df 5..1,i, nust be credired !o dn account in!ne siare sp-acraI revecue fui,l io be allocated by Lhe L€qrslaru!efir pravrs!o. or br:i; tlbrrrT ;ervices for rhe;esr.lenr; of arrrounrlcs rrfruqtr tibr.r.)' ::derrrions 3n.l fo( paymen! o: ihe cosr3or oarclcrpatlng in reqionai lnd na!icnal nelrorkin.r.r.)-rv.lt._ot i,jLr:jcl, ,n.r .-c \t.tE.rt.a jfo!ch L.trh

::I:.:l::..:. l.r. .xFendiiures of rhe ,rlocarion ndy be ,nade cntyrrrm inrs.rccoLr:r. rloney ni/ no! he iransferred frcm this a.:co!n!ro lnorher accciinr other lt rn rhe generat fund. }e!ri-f.Fi-:r9.dlr+l__+7:il's:;--l'r.ry. lry unreservert f[nd ba]ance a! ihe enct ct each'ai3calterr must be.l:rnosired ir the oene.al fund.
1't) The rm,runt of l.2r-t m,Jst be allocrted io a pern.rnrnriu.d .rccounE for rh€ purpo:;a .f partas acquisi!.." "" ;r".,,q",";;r.rnccne tlon rhis rerann€nt funLl account, excluding,rnreatire.lj:ins rn.l lo:Gesf n!sr l:e dpp:cpridred for irhe d.jiui:]ition,

'revelcpr(ent, tpe:aticn, rl,l naln!cnrnce cf ru.' siIes rnd rr-ras]escr rbid in 2l-L-rL1:_
r5) Ihe.rmolnr of i.9:jt Inust be al.IocateC:i.r./rce tLind r;oe t. ::.,e creitia of rhe r_-ne.,ribterebt s€r:v!ce turld,
l!) 'lhe anount oi N.rjl! nj.rst be allocatect to I :rLjsl :Llnrlror tne plrrpos_A o: p!ore,:r i,rr ,)Lorks ci art in !:he c,rpitoi .rri.l;or other crr.lL!rrai an.1 resthe!rj projects. anc6ne frcm i.l,,r" ..,,_..I -i-1 l.r-).nc, t);:e,.7 :..:_jtUr.priJie i ior cr rr, trrn rf ''1orks of irl ln thc state l:.apitoL

r€sour.e La.r n

i1;101!.12t.,rsc



rnd for .ther riI.'rraL ar,,l aesihetic prcle.t5.
(7) the anount of 5.8i lbrough Septenbe! 30, 2013' nnd

^6.rnnin^,,.r6ha. 1 tall th. rnounl of 2,9e must be credj.ted to
ihe coal natural rescurce accoun! estibLisi".ed in 90_6-1001{2).

{3) After the allo.3lions are nl'lie uncler :rrlbsect-ions (2)
r:hlough (?), i25C,C00 fo! lhe fiscal year !f.us! be credited l:o lhe
!:oaL dnd u:anirn nine permittitg .ind le{:lanration prograln 3ccoun!
€ stab.Iished in rl2-4-241.

(9) ia) sublect !o subsection {i) (b), alf olher revenue
from severrnce iaxes coLlected under ,:he ptcvisions of this
.hrpEer murt be c(edi.led "-o the general fund of lhe stala and is
: trtutc ril r ro.r.-orrared, rs orp.rrded io 17-?-5C2, on JLrlv 1 each
',err '.o rte arL.JL f .n.l ior Lhe J,oI:L emol)vees' retLrement
rvsten d.fined irer.cfii lrlnn esrlbLrshed pursudn! to l9-l-101.

(b) Tre !ncerest inc.ine fr.rn $1,10 inilllon of lhe coal
severance lax perrodnen! fun<l !:hal is ,leposited in the genelal
aunl i; --r-,rturorilT nuplopriate.l, as provided ii 1l_7_502, on rr11

rnr,!rr-+l5-ir Jrlv I =,Ln Terr 13 f.ll ./s:
(rl i65,000 to the cooperative devel.pnen! .-en!]er;

L !1 i+:-*5-Fr+:?n !2L.!!! tor (l.e lronch sroush
<rqricLrliure program provided for in Title 90, cndp!er 9,

(ii1) 1:.:]:6 tL:lj5 n'itlion !o the lesearch and
comme!cializallao 3t3!e specldl levenue account crealed in
90-3-1002;

(iT) tc the department of, conmerce:
(A) 5125.000 for a small business Ceveropment cenlrert
.BJ |;50,'00 fo. .t rnaLL b rrrnesr -rnrvrrrve resed!ch

(c) $425, i00 fDr celtifi.ed regional .ievelcpment

{D) i2C0,t00 for tha Uontan3 nanufaclur:ing -dxaension center
.._o^, ,nin; ri.i

n) -'r0l,0l) r_r -:\polt crrre dnrdn.enentj---.!cli
(") .rx,:eot is ororiJe.l in irubsecl-irn {9) lc) ' up l,r 521

ii!ILon'o-ne puoii

(.) If the leoislali','e flnlnce conxnitr:ee determines tha!
-: o.o-r- nol)v--5' -'i-.-'nL r' '.d h1: tiLl:J lo olcv-Je r

: :Ii.:.rt r.poc: r'r,su.nt:] '-c:on ::.:11]l )n'i:s:5e
. b:(1-r. t :- n th- ."oL.lc d:l --r ir Ln .j!.bseit.)n j).bl ( )

!ie!mira!r.s June 10, 2019--secs. 2, l, Ch. 159, L. 2009.)
15-35-108. (Effeotiv. July L, 2019) Disposal of sevolanc.r

€ax.r, Se!'erance !.rxes ,:oLle,rEcd urCer thrs crapEer musE, :o
,i:r -he Ico,'1;roi]s :: -r-i- 2.1, oe ltlo.rt'd rr

ir) :1fty percent cf iatrl co3i tex col]ectirrns
is:l.Iccated:o:h€ t.us! f!nd credced b./ Article lX, secti.on 5,
rI .he ilortrlna ccnsti:uiion. lhe lrusl fun.l ooney must be
le!o5itcc a:1 the r rnd esrrblrshed rrnCe! 17-6-203 (6i -rnd invesLel
by:he I--o r r(l ri inl,,estnenls d. pr,JTid-rd lry i;1r.

r2t 'L::e 'rnouni oi 123 cf coal ;,-rrerance l:r): ,:oLiecticng ir
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-rl-Located -!o ihe L3ng-ranqe buitding Frcglam iccour,t esrablishedrn 17-?-205.
(l) The ainounr.f 5.,i6! nusi be credited Lo dn arJcount !r,lir. state special reven,re fund ro be alLoca!ecl by the tegis_Laturefcr plovrsion of basrc tib.ra!y s€rvices Jor Lhe resident; ot a.L.tjtrrrntles th:DUqt lib:lr? Eeder.rticns and ior paynent ol che cosEs)r L d ! t r c ! F a t .! r I cr in :eJ I ond I "1ct rrt iona_ ,:eEdo!k.Lco,. nse!vd ion Irr!r).c:_-, rno (he:4onEdnr Crorcn ThroighAgliculture Act. Exoenlirules of the atlocation may be riade onlyrrorl ch].s account, t{cnsy may not be taansfelxed froro lhis acccunrco rnotrer accounL other lhan ihe general fund. j]:@-T--f 

?:lits+--a11.7 i!1y' unleselved fucd br:rnce at rhe end oi each-fisclfyear nust be ;leposited in rhe gene.a_l fund.
{4) The amount of 1.21t mus! be illocated to a perr.dnenr

fund account for the purpose o! pa!ks acquisition o, ^unag".eni.Incoma iron ihis pernanent fund accouot, excluding unreali;edgains and losser, nust tre appropriated ior the acqu!sirion.
revelopmen!? oo€ratirn, drd rn,rintena.rce of any sites and ,ireasdescli.bed in 23-t-10:.

(5) ihe anounr of 0.95t sust bese.rice fund type !o the credit of lhe.lebL sexvice fund,

dlLocaled to the debt
rener,rable resource Ioan

{6) The,rmcunt iji 0.63: nus! be atlocated !o a rrusE fun.tfc! lhe pulpose of protection ot,rorks of art in the capitoL andro! other cultulaI .rnil aes!hetic projects. Income from ihis trusEfund dccount, excluding ,rnrealizecl gains and Losses, rnust beappropriared for proiection cf ,rorks of alt in the state capiroLand for olher cultural and aesthe!rc pro]ecls.(/) The anount of 2.91 musE Se credrte,t to the coal naturalresource account esrablishe,l in 90-6_1001(2) .(8) AIter the aliocatlons are nade Dnder subsections (2)through (l), $250,C00 for rne fiscat i.ea! nus! be credired ro Loe.oal and uranium mine pernirt_in, and rectamation prog:am ,rccortrn!s- ,bl i.hed !n t:-4-2i4
, (9) ljl" * Subiircr !o sr]bsectton (9) /b). ailrron iierrerance raxe3 cotl,:cre(l !nder the orovisions'h-prer f,usr (e red._:cct co Eh€ qeneral funJ of:ne

other !evenue
of this
state and is

','ear :o t[e tr"rsr fun{l for rhe .ub]ic enolovees, r.r i;;;;;i
s?stem defined benefiL p!an ou!su,rnt to 1r_.1_101.

rifie.en.r.rr ;L-- t5 -,i ..,!trrl

llB0 4 5 4:1) . ,r s.:



::2-2 i41
1; J -5t2
23 I i53

/-6-!t-5-1A 32-4-2il l|) t-1"'i)i ali )i/ i.b)"
In!.!t: "S.cti.on 2. secrion 17-5-;01, i1CA, is .:nended !o read:

'1?-5-?03. (Tsnl'o!a!y) Co.t Eev6!.4c. tax tiust funds. (l)
!h! rEus! eslablished under A:ticIe IX, sec!ion 5. of the i'lontaoa
'.ns:iELti rn !s iori'p.ieo -'r !|1e ia-Lo Lnl funos:

i.l) a codl severence tlx borC iun.l into uhich tre
cDnstrt,rt!Jn.i1I1 cleilicrted receipEs iforn the coal severance l-.ax
inus! 3e ceposlied;

ib) r !reasure slate endoument tund,
(cJ a treasure staLe endorment r€.fionaL xater sYslen fund;
(,1) 3 coal severance tax permanent fund;
(e) a caal 3er€ranc-a lax inccne iuniii and
(f) ,a biq sry econcmj.c devaiopment fund.
12) {a) lhe sEate treasurer shaLl d"lermi"ne, on July 1 of

-acr ?cdr, 'he rnoun! recassary :o reel aIL o!i.lciPaI r.rcl
inle:est pa'inents oo bonds pay3ble frori !he ccal severa.ce ta:{
Lond tund iurinq the nixt 12 no.ths and relain that anroun! ln the
coal severrnce lar bond iund.

(b) The anounts i|r ihe ccal sevelance l:ax bolr.l fLrnC in
/oai :.r I 'n sLbsrcrion (-)'rj nusl be

!ransferred from that fund ac orcvided in subsections (3) and
{4).

(3) (.1) Until June 30, +€-2:9:!f5, the state ireasurer ;;hali
quarte!ly transfer to the tredsur,o state endodment firnd 5D? of
the arnoun! in the coal t3x bond fund in excess of the
anLounl lhat is rpecified in subsec!ion (2) to be r€tair'ed rn ttLe
iund.

ib) unlil ,June 10, :+ilo lllli, the state tEeasurer shall
quarterly trsnsfer Eo the !reasure st.rte endotnen! regiondf taler
systen funC :53 of rhe an.un! in ihe coaL severance tar bond fqnd
r.n si(cess of lhe 3.ncunt tl..at is specifled in sirbsection (2) !o be
re!aine.t in the ilnd.

(c) 11e 3rrLr Lr-is'rrer .ha:l ronthLi frrnsfer llon the
!rersr!e strte end.L;renc r.n.l Lo "n-a -!41sur+ stdLe enlourent
oecr)L rarenue ncu?r.nr t-e rroJnL : :irnrr.Js, excL.clint

unreali:6J j:ins ln,l luises, !equiled i. neet the obltgations tf
-he strcc '_.rE t|,a f lTtolc f"il -n. rj-)lni :n ':i).lar.-' ":rl'la-6-'ll0- f,ardings no! !:.:nsferre.l lo th. treisure:itate
.ndcrmen! specir! leterte account must be ralained in the
t fe;r3ure stlte .ndo,rnen! flLn,f.

(:l) lhe stare t:ersur:ar sh3II nonlhly transfer frcm ih-a
--....,. rl ,rE,ar :v.jc.:rn !und co rhe

rreasure sLste endownent regi,rnal ti3ter :ry3tem speclat revenue
, -ounl -.1e rjltJ-ni c +,rr.r:jr, :irL loirJ .ir.dL,/ed rrLrr rnl
Liises, re.iurre,l !o r,1eei ihe ob.ligati.)ns ot lhe 5tate that .1re
:dtdDLe r!o:x rh+ a-..Lrnt f:r r-qr.naL .,o-er s\'5-rn5 ruti.)r!j'J
rrliler t0-6-r1.5. !la:nings ncI lransi,-rred !c lha t.easure silte
rr icrrment : r!io.rl riter rTsirrn .peci.-rL reqenue rccount rnus! be
r:tirine,l ir t:e lrre.lsure ;t.rte tndorm,-ni r,rgirnal lrater Jrsiem

llBt,15rl:0.rsc



r]

tund.
4 rr fr-m luLy l, 2A ),. -r(ougn Jrne 0. :02,., c:e s ..-c

,halI lua!::rLy fr3njfer Er che bit sk7 ecoromic
lievelcpment fLind 25i of the amcrnr in rhe coal reverance tax bond
al1nd in excess of ihe amouni that rs sfecrfLe.t rn subsection \:.,
I o be rerrLneo rn :ne rund.

(b) The .ta!e !re3sL1!er shaLl nontbl.y !ransfer fron Lhe br,J
shy econonric deveLopment fund to lile economlc developnen! special
levenue account, provided ior in l0-1-205, rhe arnoudt of
rr(nj.nq5, er<ctud.in.t unrerlLzeci tdins rnd _..)s-.e5, .equi!ed -. meec
the obligationa of the state lha! ere payable fron the 3ccount rn
tccordance ',ilh 9C-1-201. Earnings noL irdnsferred to rhe
econc\mic develcpnenr special -aevenrie accoun! must be retained in
rhe big sky econom:c lieveloprnent frnd.

{5) Any 3moun! io the coal severrnce lax bond fund in
ercess of the;rnount lhat is specitied in subsection {2) (:) ro be
r:e!3i.ned in lhe fund and th3t is not oEherwise allocated under
lhis sectioo nus! be deposiled j"d lhe coal sever:nce tax
p3rlianent fund, {?errxinates J'ine :10, :e?S 2_Q-15--gecs. 15, 16, ch.
l89i L. 2011.)

17-s-703. lEffgctiv. July 1, ?e+e z!!]t) coar 3.v.!a.ttco ra!
trult furdr, (1) The !rus! es!abLish.ct under Arricle IX, sectio,,
5? of the Mcntana constr.tution i3 comoose.l of lhe folLowinq
f un,ls:

{a) a coal selerance Ear< bonC fuod j.nro rhich rle
-rniLr,-uEronaLLy reLricdced rcceipEs from cne coa) .jeverance r rr
mirst be deposited,

(b) a treasure staEe €ndo,./nen! lund,(c) .t coal severance tax Fernanent tundi
{.t) a codl severance tax incoine fund,. and
{e) a big sky .conomic development iund,(2) (a) The st.rte l-reasure! shall determrne, on ,JDly I of

er.h 7-rr, th+ rFo:nt r..ecidry c ) Teer d-l p.i ).rpat 1nd
iirteres! paymenls on boncis payabte fror,r ihs coal severance tax
bcnd fund dulrng rhe nex! 12 non:he and rerain thar anount in trc
ccal se.relance lax bond fund.

lir) Ihe anoun: j.n the coaL severance rax bond fund in
e:(cess of ahe ahount lequiled in subsection {2)(a) m,rst 1,.e

:;i:"*.*o 
fton that f,,:n.l as proviced in subsecLions {-1) and

l3) (3) Until Jrne .10, :#-9 ?!,I5, rne sr-nrF E.er3urer shall
Irarlerly tian-^fer ro ihe rre.rsnre s!jte e..launent fund 50t of
ihe amounl ln the coil:evelance rax bond f,rnd i.n ezcess o: !l)e
amouni: !ha! rs specilre.i in sub:ecticn {2) to ae !ei:dirled in rh.
: )nd.

Lr TLe srr( [L-t9lrr: ih,.IL monrtrLf '.rnif-( rr.n'r.c
trcasure .tate enilorrrneit :und ta !5e tEeasu!e sCrte e..dovment
i;pec!3! revenue acco,tn! the snount of earnlngs/ excludj.ng
rar.-.alizecl qains dn.l lcsses/ requlred to ne.! rhe ob.Ligrri,)ns )r
!:.1e state ahal are payable fron tn-- account t_n accor.jance ,,rith
90-6--110. fl.rrninqs o! transfer!ed !,) the:reasu.e sttrte

HB0i542l.asc



,indowmeBl ipeciai. revenua accounE nusE be
t reasure st.rtd endowment fund.

l) r1 i!_m ILly l, -, q. rnrough June-redsurer shaLl ludrEcrLy rr)nsrir -o -.e btJ
cleveLopnent fund 251 of the amount in the coal
:rnl ir -"rcess )! rhe ,ll,o 'nt thac is :peciEied
lo be retained in the fund.

(bl The state tr-.asurex shaLt nonthty trar-sfer flam the big
sKy eccnonic .Level.pnent fund to lhe econonic development special
revenue accouni, proviled for.- in 90-1-205, the anount oi
earnings, excLuding unrealize.l gaj-ns and ]osses, required Eo meeL
i,he obligs!ions ol rhe state thar are payable ftom j:he accounr. inr. ordrr.-q witn ol-L :01. rarnrnJs noc crrnsferr-od rr Ehe
economlc .ev-cl..ment 3pecral revenue ncco..rnt mus! be letained in
ihe big sky €ccnomic deveLcpnent fund.

{5) Aoy rnounr in !h-^ coai s€velance lax bond fund in
excess of the enount that ic specrlie.j in subsectlon (2) (d) to berelained:n tha iund and thac is uo! oEherwiee allocaled unclerihis seclioo must be leposited in the coal seve.rance lax
pernlallent fund. "
{Ir.e:nr1 rerere..er .a tt 3-rn3:

reEained in the

30,2423, the scate

severance ia:< bond

R6rurb.!: subsequent

5. Page 12, Line 3 through paqe 14, Line 18,
St!ik.: seciion 3 rn its eolirety
Irlr.rt; is€oti.on {. Section I9-3-116, MCA, is amended to read:

'19-3-31,5. &lP].oyor contriburlon r.tes- G) Each employer
shall contribute to lhe s.r's!em. txcept as provitled in subsection(?), the enpLoyer shatL pay ,rs enpLoyer contribu!ions 6,9t of Lne
..mFer,--ac_.n olil.J.',i .t Lha -G.nl-7e!,r rploTees pLrs rny
addi!ional cofilrrbution ul.le! subsec!ion {l), exceDt fo! !hose.mFL)ycer pLoperly i:{.:Lr.r}t :rcm renber.jnrp. .r empLoy*r
con!ributions nade under rhi.s subsec!ion io! borh defined benefir
p13n and .lefined contriburion plan nembers, a por!ion mrjs! b€
.rl-loc.rled for ed\rcational proqldms ds plo./rded in 19-3-112.
Efiployer coo!ribuE:ons ior nenbexs under the defined conEribLrt.ron
plan mirst be allocared as provi,led in I9-3-2117.(21 Local gcvernmeni and school .iistrict enployer
con!rrlsutlons nrst be the irtal er.ployer con!!ibu!ion rare
providecj io subsection ii) njn1:ls the srate conLribuliolr raies
unde! lt-.1-11?.

{l) _l.rl Subjeci to subse.-rion (,1), --ach enployer shall
,,_ontrnbDie t,) ihe sysrem :rn adcli:i.naL .mpLover .antributirn
:,q aL !o tF#t th-r |:ercenrade s.e.rlir+d !; j_rbsectlon 1l) rbl oflire Lronpensaiion pniJ to r1t" cJ lhe enplcyer's emplo,]7ees, exc-^pEair 'h se -rroiolces pr far ly a:{cLuoed rlcm :r.nbc!jhip.

ial The.l)erconrade o: ,:cripensai:lon fo be ,rontributed un.ler:
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_ (4) ia) -ihe board shalr p?1.r,1:ffi7 ann,,artv review rneadditj.onal enployer contributi;n orovi,led for unOer subsection1l) .]nd reconrnend adjusrEents io lhe ]cgislature .rs needed to'raintain rhe anor!izdeien :rch€,luta cet riy ri u roura i..-J.V.J"tof ihe systen's :lfunde..t L.iabil.irres.(b) Tile enploler contribu!loa !equireJ under subsectroo i.t)
:he systen,s actuaria! raLuation ifr

!he aCditional

exceed 25 ycars. "
{ Ir.e..j1 rer'+rlnjes r. I i.J,Jt;j
1:-i-1!! :).3 i12 ir-J-t:. 1),:.Jr1t)-3 2117 :9-t-2Lj; 1)-21-'ri4 IJ-21 2!1.:C )-t01 ttt )t,,,Jtbl'l

R.nunb6i: subsequent secr tons

, :aqe 1J, tine 5.
st.i&.: "(5),,
hr.rl: "(4)1b),

!. Paqe 13, tine :2 rhrcugh page 16, iine 12.sttik.: ".tljli" on page 15, t};le 22 rhrouqh,,incrersed.,,on page16, lrne 12
lns.rt: "(4) 1r) ;.rbject:c r-ubsecricn (:), rhe appl:c3blepercenrage rare is 1.5: ior benefi. reciprenrs hired ora3s'nn.inq oftice:

1i) befo!e July 1, :0u7;
,--- 1:'l "" or arLer,Iurv 1, 2007. 11nil prior ro It-he effacrive.r.:rre or thls ac!j it:he b--nef it recipient is an exrs!ing menbe{of_a beneiir plan for,rhich rhe appLir.lbLe perce.rage b.;rr. i.,.,"eff,acrive late ot this rcrl 

'al:, either lt o;1.5?, ;r(i'ii) Dn or afr-.r lrhe e!fecrile ,tdre ri rhrs rcrl.
-_^..,j!]-tl. appi.icabre Dercenraqe rd!e ror a continsenr:rnnuriani ras.:ibed in sub,jecti,rn {2j (.) is rhe silne as rhe
:i:l:::? " irercentrse rrLe !pprrc.ble io the cri.iioar .,f=, ,n,t".r,'bsecr !on (t) {,r).
-..." lll ':, Eacep! is 1_rc,rded ii :tD;rsec:rion (s) ib), if rh_-ir|sL..cenr,1cirrarial rilrrrti., .: ahe r.tirement "y"!u* "f.roi"-Lna. rnt.rrereir stst--n tirbllr!ies are Less rhan !r,ri :un.j;.i, ;h"
]plli,::bLe !ercerl:t]se r:!e ir snb:recrion {.1) nust b" ;;r;;i ;;r. r! t,)r esjh 2: trel., !)r.rt 9C.i r.uniing terei.lot Ia rt,e trno::::r,rii,)n.eric.j is lO yea_rs or,ltelret, the

--€ the acluaria I va.Iua!lcn ,letermines

it3345l:0.isi:



:!!licrbLe p:rcentrge r'rEe 1s 01 a d the relirement aLl.owdnce maj/
noE .e incleased. "

r. Fage t6, L!ne I i Lhro..gn Fdqe L:, lire t0.
Stlikcr section 5 in its enti:ety
Ronulib.r I subsequenl sections

l!. Paqe 18, line 1L rhrough line 13,
St!:ik.: section 6 rn lts entirely
ltrsct!: ls.cti,on 5. Section L9-3-:111, l.iCA, is anended to read:

"19-3-21L?. Allocatior of contlibutiort aDd fotr.itulc!.
{11 -lhe nenber con!ributions nade inder 19-3-315 rnd additiona:
con!ribu!ions p.rid by the menbe( for lhe purchase of service mus!

r:rh--t s !e-Lreme-- accoun!,
i2) r'ublecE to subsecticn (l) and adjustreat by the boarct

as provided in 19-l-2121, of the empl-oyex contlibulions uncle!

(ii) 2.31* of cornpensat.j.on mrs! be aLfocated to the ilefined
\an.f_iI r.1i. is fho -l:n -h^,.o. --'. '.''- '. rlre;

(iil) 0.C4t oi cohpensarion must b.-A ltlocatecl io tbe
eclucatlon iund as pravrded in 19-3-112{1) (bi i and

(iv) 0.31 cf compensatioo nust be allccated ro the I;.nE-ternr
disablLity pian trusts fund esr3bl.ished pulsuan! io 19-l-2r41r and

,br on JrIy l, 2009, concrnuLn.J urcii -ho r.ldiEronrI
-nployer cJntributions rerminate pLrsurnt to +H+it t9-l-
lllil4J {bl, ffi the cercen!.i,re specified in subsection ll) of
compensation must be allocaled in the lo1lo'{ing order:

(i) to the defined benefit plan to eLimioaEe the pLan
irhorce 13!e unfunCed actuariii li,rbility; and

(iil Eo tha long-term lr:JabrLrty 9L:n trust fund co pEovide
lrrdb).LLc/' bene.- s r.,) *tiJ.c:c n.rcecsL--t3g

iopLa'/er .on!riojrtions t':i:ninrre oursLr3nt to t9_l_316(4) {ir). 1t
.. .d h.ncFi r .l:n

nF,,nnen l..F'i I ifieq
il) The oercentaoe of conoensatiL-.n ho be contribuEe.l under

subsect-i.:n 12) rbJ is 0,21! lor iiscal vear 2014 nnd in,:r,-ases bv

be,rrirnlncJ after Jrne 30. ,10:1. fne Lercanirrc.f :orioenrrr!.'n i:o
,a j:.'!-r'r( o rf. ?( iib--e.c!'n i p Li L 2'd.

€iLLL Forteitures of empl)7er !-ontrrbutlons and invesrmenl

1 member's retir.--next accoLint. Thc bcard shalL allccate rlle
rarie!tures unde! I9-l-2116 to meet lhe plan's adninistr.rtiye
ekpenses, : nc.Luding srartL:p expenses."
I Iri!:i.ai ir-FlererL:es ta 1) -3 -)l ) J :

19-l-316 received:

r i1 L ol .l ^.rnFr<:- I rn nuSr
reliiemen! account,'

be allocate.l to lhe n'Lemberts

tr-J-: i
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j j :1ji ,', ,=' j: :. ;.: jt | ,:.i'--r-r 1'- -r.. i, ,.:i:j '.,--,--"-'.

:r ) .... :,r -1., Jj: .r r_bt,,Ins.!t: ',}:gi! jL.:tON. S.cti,on 7. Bosld !!po!! r.gui!.d. is
;:,1,;i":"::;':;"";:;i,:':,:itil::1on d: -ach,^".1 ".i,"ir"i
:l:ll.!:y" i;" ;;.;;;;-;,:;:;;,:";..::i;;'::il"ilji.?:"lii !l"ii.legrslarrre finance c-ctunittee. i
s tite,a,:rninrsrrri';,-;;;.;;;,::?"::::.::'ril":;;,;31*i.il3. """provlded for rn 5-5-229. The acruari.al .;p.;;-;;;; ;;;;i;.':,arend analy3is of ihe sysggh', ,Ii..:": ;s""ti""'ij. -;;i"; ::':;:;;":'H;: il:: j!'ii!i. ",,]r",.,€nCed to re a,l:

:.0 r,e. ,. i""tt"" 6' 1e!&ir.ti'otr' lThis actl rermin,rles June 30, ?+t+
tns6rt: "S€ction 9,
4l|,eniled to reac:

"S.ction 15. Section
'1men.led to react:

Section 13, Chapter 3B9r Laws of 201.1, is
6, Chapte! 495, Laws Df 1999, is

fund;

llB0,l5'1:0.nsc

,'S.ction C. !€rEin.tio!_i+tJ ij:3.,0r".i""-----"'"'vu Thr' airJ 'erriinices Jrne r0.
hs.!t: ',sqcrion 10. gecrien 16, Chrprer .l€9, 

1,aws of :011, rsrnende.i ro read:

." .".::""t"" 
16' section 1, chapter r0, Law3 ,'f 2001, ts ahende.t

r:. ..;::"ot"" 
I section 5, ch.rpter 495, Laws or- 1999, i5 amende,l

_-__,1::".r:" 6. _lqltlin.rion. 1l{?is--!!:l.+ I,rhis acrt .!fi,r""f.s-:I3-L!-{q-sJ JLne )0, .+H }t6 ,,."+
ll:::!, ":ii:r .i.-!-N. :".t-ioi-rl:epproprr.rionr. r. For rhe!rsc31 ye3r beqinninq ruly 1. 201J, n.;l r" "pp."p.i.i",i i"i.n.
!l;:"." .t makins rhe alcritionar enrplorer conIribu!ions in t9_]_

, r I t) *he .firc_. of brct.ria., ,!nr ."" .,",lj,ll",ll,'rL,h pr,nni.1-, r',.

(, :],.l l,i-Lr !:om..i. JencrJL ,ur.d;
j:ll,slt6?9:r!!^from the srare :lpecial. revenue frrh.r,\.!Lt .r,\.'),.rE L.on i:-e fe,le13L speciat :e"en,re fund; ano1rv) t569,j31 arcn orher fu|ds;

,,r.,u,1!1, 
tDdthe lJrntaoa univelsiiv s?stem rron the generil fun,l,

, .:._.- )L p.roli- "r;:|LLLL.n f): -chool jA.-E.:.1, : l -, .. ::,n -re t.reiaf I rna.(r) L'o! the Iiscal ),ear beqrnning,;uI/ l, 2a14, rhere i3( rr:f ,,!tr, -". 1.u.pJ.e L:.- i..:i.";- _;i-;;;: /.1-!1!-Etons 1n I I,J_ilO:
-) --.?.L_. -e .i i:t.t-. cr .lcArr.r p: .nnLr.t, -n.:: r. r:ir .; .re :ncic-ce: - .n::

' ., , 
- _:: :ro1 t- . en4r .I t..nl,., ,J :r_.n -le .t lre ,crc!r- .nren,re

It



(iiiI S1,264,524 fronr lhe fedetaL special revenue ru:ld; and

(iv) 9?36,814 frcn o!her lunds;
(ct t,r tle l'ionlane "lnive:3i!y system frora lhe general funC'

s 603, 190, .rnd'ic) to lhe o:flce o: pirblic instEuclion for school BASE aid'
j411,-1d f:or r'.e ler.rrdl r r14.'
rns€lr: nuEl'i sEcTrolJ. s.otion 12. (5tlnd.r!dl codific.tion
lnstsuoliolr. isecEion ?l i5 inlended to be codified as n

rnteqral cart o! TiLIe 11, chapter l, part 1, anc! tl:e provrslons
or tiur.e L.l, .h1pFr l, gdtt L, ropL/:) [seccion '] "
R6nurb.a: subsequen! sectrons

-END-

L: llEt1542C.ci:



least they contained a ffigger that allowed the GABA to be returned to 3% whe[
certain actuadal factors came to be.

The Association did not actively lobby against House Bill454 as it came out of
the Select Committee, bui we did inform legislators that tlte bill, as then constituted,

violated t}Ie contract rights of employe€s and the consututional protections provided

them. As you know, the bill passed the House of Representatives alrd was sent to.the

Senatg wiereupon itwas placed in the Finance and Claims Committee' House Bill

454 was tierl further amended by Senator lon Sesso, which made a bad bill worse lt
is our ulderstanding that your office was actively involved in tho5e amendments that

further trampled on the rights of retirees.

Wiile we knew we were not suppodive of the amendments sponsored by

Senato! Sesso, we were initially not tulty aware oftheir impacL It wasn't until thebill
passed the Senate and was placed on Second Reading in the House that a fiscal note

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%, bul contains a

provision that fufther reduces tle CABA to 09Vo it20l4' Even worse, it contains no

irigger for the GABA to be increased back to the 1,50/6 or to 30/0. While the Bill
impliedly provides that the GABA cal lehlrn to 1'50lo,tlere is no specific mechanism

that provides for such iflcrease. As a result, it well could be that the CABA is
permanently fixed at 0.9 , Moreover, we were shocked to find out that the 10/6

conbibution by the employees and tJIe employeG woutd only last 6 mont-hs, and

would be elimimted lanuary 1, 2014. House Bill454 is a breach of the retirees'
conhacts and is an insult to all former and existingpublic employe€s'

TheAssociation feels betrayed by your office and is adamandy opposed to
House Sill 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 allretirees,
without inflicting the harm that it has. Agai4 the Association was tot consulted on
any of the amendments that Senator Sesso placed on the bill, and which you
supported. The end result is that t}Ie employees and employers pay vinually nothing
to solve the problem and the retirees bear almost the entire burde[ That is not fait
rational or legal.

we understand that the bill is your bill and that it would be highly unusual for
you to veto it at tlis point, but tiat is what we're askin& House Bill 454 tramples on

the stat[tary and constitutional rjghts ofretirees and has the potential to inflict
severe harm to cufrentand future retirees...i

il

Sincerely,

Russell E- wrigg, President
Association of Montana Retired Public Employees



Ornce or nro Govnruvon
3r:!l1, ,r MoNr,rNi

li'lly 1,1, ?0ll

Itrssell H. Wrigg
Association of Monlr.a lletired l,!blic Employres
lO 8ox 4721

I lclet),, i\'l l 5960.1

Dear Vr. Wrigg;

'I hanl$ fof writing lo me to rhar. your thoughts on HB 454, wtich t.ovides lunding for rhe Public
lmployre :t€ti.ement SJ:sreln (}!RS).

As yolj kro\ one ofmy fi.lt !.lr ns Oovemor was to proposc legislrlio0 to fix our pxblic pension

liudiug s|o{talls without incrcasing t'rrs o. shortchanging rclirees, The L€gisl{ure x|lended thc
!.rsion oflhc bill I submi[ed to,r1rlrd. n{lirsrncnts to rhc Cuaranlecd Arfirlal Dc||efit Arlj:rstncnt, or
GAAA- I opposed tfu amendm! lhd rcl5 to adjlst the GAllA. I lndersland ttrat botir c:rrena
cmplottes and |et:rees are consideing leSNl.hdlenges to address ihl,sni.ndmert\ n.d I tully srppon
thal iction. You qt,r bc ijcnair that I rcnain .ommi&d 10 supporling Monrana's $blie €rrplolces, and
conlnrtted lo sup::oning this chsl,enge.

ll's importanr lo Lecp in mind th.r *is lik;ly rnconstituriirnal aml,ndment doern't cktnge on€ imponant
iitta: b), implem..l,n& the rcmainder ot m), pension fix plan, Montana is ihe fl|st narc in the naaion to fir
ouf pensi'Jrr sltll.m $ilhoul .aising |'.(es. f:ilurc !o act now nould pose an even grcaicr fisk io cunent

'thanks sgain lorrcaching uut to my otfice. And thanl !ou foryourssr-ice to our srals. ll is ossenrial fof
me 10 henr lrun you ss I *ork h&rd orr b€hslfofaU Montanans, Plcsse do['t hesiiate to contact mc again
wift funier questions or cancems.

Keep in louch.

-/--
STEVL BULLOCK
Covemor

l.r- c.rmL . !.r. l.rrr ll,oilol . Hrr! , Mosa$ 1!]120-0801
ll.rrurd'rE:.!06-1,1't.ir,l il . Fs: 40lt'4a.1 5529 . wDsfE. **.r.o..o!
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STATE OF MONTANA

County of L€wis & Clark

The undersigned, under oath,

ANFIDAVIT OF
TERRY w' JOHNSON

)
: ss.

)

does hereby swear or affirm:

l. My name is Telry W. Johnson. I reside in Helena, Montana-

2. I cunently work as a oonsultant to a number ofentities for varying projects.

3. Earlier in my career, I was employed with the State ofMontana. I worked for the

State for over 39 years in several positions. I worked in the Govemor's Budget OIIice ftom

1976 to 1990. Atthe time I retired flom the State in November,2012l was wolking as a

principal fiscal analyst and had held that positior! for 22 yea$.

4. My duties as a principal fiscal analyst included tracking and projecting State

revenues and expenditures, general ledger accounts such as cash balances, fl.rnd balances,

reserves, nurnerous assets and liabilities, and available surpluses. These duties were applicable

to numerous state fimds including state, federa.l, pfoprietary, and trust accounts.

5. As a pdncipal fiscal analyst my duties required me to have an intimate knowledge

and understaiding ofthe State's accounting system, the Statewide Accounting, Budgeting, &

Human Resource System (SABHRS). This system is the state's accounting software that records

ard maintains all financial transactions for state governrnent entitles.

6. I plepared the attached Exhibit A entitled General Fund Balance by Fiscal Year

and Exhibit B €ntitled State Trust Fund Balances fo! Fiscal 2012 & 2013 from analyzing raw

data from SABRHRS. This data is tlue and corect to the best of my knowledge.

7. Exhibit A shows the fiscal year Geo€ral Fund Balance for 2013 as ofJutre 30,

2013.

8. The Ending General Fund Balance is a number arrived at when all ofthe State

liabilities have been subtracted ftom all the State assets. The State is statutodly requircd to

EXHIBIT

r5



rctaitr at least 1% of all general ftnd appropriations for the biennilmt as an ending firnd balance.

State statute requires the chiefbudget officer (Govemor) to propose spending reductions in the

event the balMce is projected to fall below this amount.

9. Ifyou subtract the percentage required to be retained in an ending fi.rnd balance,

for fiscal year 2013 (approximately $38.0 million), fiom the genenl tund balance of$542.6

million, the State has a surplus of about $504 million.

Further Affia[t Sayeth Nor.

- -thDATED this ,U dav ofOctober.20l3.

On tus 30+Xay ofoctober 2013, before me, the undersigned, a Notary Public in and

for the State ofMontana, pelsonally appearcd Terry W. Johnson known to me to be lhe person

whose name is subsoribed to the foregoing instrument and acknowledged to me that she

executed,the same,

In witness whereof, I have hereunto se1 my band ald afiixed my notaiial seal on the day

alld yea! first above written.

By

ONTANA
otarial
AIIBERG.CARLSON

N0_rAnY PUBLIC fof Ul.
shle ol MMtsne

tusiding rt Hsldft, Montsia

i4t Comnilohn Erpfli
A$Jrlm,201€

NOTAR.Y PUB
inted Name:

Residing at:
My CglosissiiJi-ExpiresFE,"\

\SEAL]s\/d

68E771183.0t9





strte Trusl Futrd Bslrft€s for Fl.cd 2012 & 2013
Order Bls€d or Fbcrl2013 Bd.trce

FY 2011

Conjfu Scnel PerrMdt TNt 524,149,579.89

s27,901,65\.92
2t099X,480.11
14122522E,79
100,023,t 08.68
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MONTANA FIRST

LEWIS

.fIJDY BYRNE, JANET KRANSKY,

SUSAN NARDINGER, I{AZEI,

.fOI{NSON, LORI BREMER, MEA.MFT,

JUDTCIAI, DISTRICT COURT

AND CI,ARK COUNTY

CAUSE ADV-2013-73I

STATE OF MONTANA, TEACHERS'

RETIREMENT SYSTEM OF THE

STATE OF MONTANA, TEACHERS

BOARD,

Defendant s ,

DEPOSITION OF DAN VILLA

BE IT REMEMBERED, that the deposition upon

oral examlnation of DAN VILLA, appearing at the

instance of Plaintiffs, was heard at the Law

Otfice of Hunc & McDonald, Helena, Moncana, on

t.he 8th day of ,fuly, 2014, beginning at the hour

of -:30 p.m., before Laurie Crutcher, Registered

Prof essional Reporter, Notary Public.
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Judy Blrne, Jlnet Kranrky et!1, $.
Strte ofMortrn!. Terchers' Retlrement Swtem et !1.

Datr Villr
July 0E,2014

1 MR, BLACK: L€r's cal it Exhibit 25.
2 (WlrcrcupoD, Deposition Edibit No. 25
3 was marked for identification)
4 Q. (BY MR. ENGLI,ND) So then Govemor
s Bullock com€s into oftice, correct?

? Q. And did he sistr or to what was Govemor
s Schw€itzer's proposal? Is that the way to put il?
e How do you put that?

10 A, Governor Bullock ldopted Governor
11 Schseilzerrs propos€d budget provision thtt then
12 b€crm€ House BillJ77.
13 Q. And Hous€ Bill 377 lvas introduced at !h€
14 request ofthe Ofiice ofBudget dd PlanDiry?
15 A. Yer! Iny office, the Ofiice ofBudget rnd
16 Prog.rm Plsrningw.3 the requ$tirg agency.
1? Q. House Bill 377 as inroduced did rot
13 conlain a change in ihe Guarani€ed Annual B€nefit
1s Adjustmmti is that corect?

21 Q. And tu that for, from what you
?2 und€rsloo4 the same reason as Govemor Schw€itzer
?3 did not include it in his proposal?

2s Q. Not necessary?

1 A. The certifi€d eodlng fund balance'
2 unr$dited Ceneral Futrd ballnca ,. Jutre 30, 2013

3 was $560,813,646.30.
a MR. BI-ACK: Just so we hale a complet€

5 record, yourc reedi[g ftoIE adocument. w]ry don!
6 we mark thal id€ntiry that as an €xbibit, unless

? there is ar objecrion ftom Counsel.
s (Whereupon, Depositiotr B(nibit No. 27

e was rnark€d for identification)
10 Q. GY MR. ENCI-UND) The document you were

11 looking ai has beetr identifiedas Exhibit 27 Can

12 you tell me whsl tbe documed is?

13 A. The document h from the State
14 Accourtant Julle Feldman to myself, the Diftctor
15 ofthe Department olAdministration, the Assistant
16 Budget Direcror, the Strie Accouttng Dtvtsion
r7 Adminisnator, Legishlivc liscrl Anrlyst lnd otre

ls ofher stsff, which irdicni€s the unaudit€d
1e G€nerrl Fund bslarce, unaudited etdiDg frnd
20 balance you could read Ntthe end ofFlscrlYear
21 2013.
22 Q. And is there any sigoilicance to lhe
23 fact that it is unaudited?
2{ A. No, becruse the audit is whit concurs
25 with th€ - or whla reviews the balsnce itself.

1A. It was nol nnancialy n€cessary.
2 Q. A charye in the Cuarant€ed Annual
3 Beneflt Adjust nent was added during tle course of
4 lh€ l€gislative actiotr on House Bill377. My
s quesliotr on rhat isr was that change made al the
6 ursisg ofthe Covemor's Office?

3 Q. I wal1l lo switch topica now lo lh€
e financial condilion of the State ofMontara.

10 A. Ok4y.
u Q. Ald a 1or of my questions have lo do
12 wilh something thafs called ihe ending Ceneral
13 Fund balance. Would you d€fine that phras€ for

15 A, The ending fund balance olthe Gereral
15 Fund Is th€ unencumbered bahncerfter lbcal yer.
1? end oferch stste ftucal y€ir. Ithlnkthrtwould
13 bethe eisi$twry to summ.rize il
1e Q. By uNncunbered, what do you mean?
20 A. That th€ cash avaihble md the
21 appropriatlons available hrvc not ltr some other
22 way b€en encumbered by a Strte agency, Stat€
23 agency or the Legislaturc.
2a Q. Whatwas the ending ceneral Fud balance
25 for l iscal Yed 2013, ifyou knolv?

It is very rrr€ that the audil totld identify a
change in the crsh pdition.

Q. Can I see it?
A. (Provides docunent)
Q. Jusl so q,e'r€ clear, wiat's the initials

S-A B.H-R-S?
A. SABERS is the Stat€ Accounting Budgetlng
sndfunan R€source System, and thrtb the State's
rccountirg software.

Q. In amth€r case filed conc€ming the
L€gislatur€ and ihe retirement sysiem, ih€ case

involving rhe PERS case - which we'rc not
involved wiih - but lhere was an afiidavit in
that case filcd by Terry Johdson lhat talks about
the State b€irg statutorily required to r€tarn at

least one p€rcent ofiB General Fund
appropriations for lhe biennium as atr endirg fmd
balance. Can you explain that to me, please?

A. 17-7-140 MCA outlin$ the provisions by
which m ctrdin8 frnd bnlnnce would be sumci€ntly
low to reqdre the Governorto- what we commonly
rcftr to !3 triege., lnd thtt is to .educ€ Cereral
Fund expendlturd as an administration in orderto
mrintrln d meet th€ constitutional r€quirements
ofhavlng a balanced budget.

3

21

23

LESOFSKI COURT REPORTING. INC.. 406.443.2010 (3) Pages 10- 13
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AFTIDAVIT OF
CAROLE CARIY

srArEoF 74*t )

- : ss.
/,t ,+-

Coutty ol ('At/t/tt1
The ulde$igned, Carole Carey, under oath, does hereby swear or afhrm:

L My name is Carole Catey, and I reside in Ekalaka, Montana.

2. I am currently a retired member ofthe public Employee Retirement System

(PERS).

3, IrI May l97l I began work as the Carler County Deputy Clerk ofDistdct Court, a

posrtion that I held for approximately 13.5 years. I was then elected as the Clerk ofllishict
Court, also in Carter County, and I retained that position for the next 23 years.

4. Du ngmynearly 37 yeaN of service with Caiter County,I was amember ofand
paid into PERS.

5. During the time I worked at the District Court, I also sewed on the public

Employee Retirement Board (PERB). I was appointed to this position in 1992 and served otr the

PERB until 2007. It my time serving on the PERB, I had the oppodunity to leam a great deal

about the State's public retircment systems.

6. I was a PERB board member during the 1997 legislative session when HB 170

was passed eracting the Guaranteed Annual Benefit Adjustment (GABA), and was involved in

the legislation.

7. The reason for PERB requesrjng the drafting aad introducrjon ofllB 170 was due

in large part to those state and county employees !,yho had retired in the early 19?0s on a small

mo[thly retirement that were stnrggling to get by. Th€se retirees were unable to keep their

homes, pay for their medication and other necessities and some vr'ere even on public assistance

programs ln an effort to help these folks and help reduce the impact of hJlation on tle value of
their retirement benefits, the PERB and othe$ crafted and passed the GABA legislation.

EXHIBIT
AFFIDAVN OT CAROLE CAREY r41l7l^81



8. It was clear to me as a PERB boad member that the GABA lvas intended to

prcvide a posFretirement adjustment to retirement benefils similar ro a cost oftiving adjutmeot

that other states had enacted.

9, My husband suffered a very severe heart attack at age 50 and myjob became the

malor source ofour income from that point for,,r'r'ard, Because \,ve mainly relied on my income,I

spent a great deal of time deciding when to tetire, and I wo*ed with the PERS staff in

calculating if I could afford to reti.e.

10. It was because ofthe 3% GABA that I finally calculated that I could retire with an

adequate retirement and so at age 65, I rctired feeling that.!ve would be able to make encts meet.

I was always led to believe and believed that the GABA could not be taken away and I was

guaranteed the GABA througlout my lifetime.

I 1. If it had not been for the GABA, I would not have retired in 2007 alrd probably

would still be working today because ofmy expeiience and my fear of what inllation would do

to me as a retaee, similar to those public employees who had retired in the early 1970s.

12. I am 70 years old now and going back to work is not an option for me. I rely on

my PERS rctirement benefits as my primary source ofincome, and it combined with Social

Security is adequate to make ends meet. Without GABA, I seriously doubt that my PERS

retrrement benefit will be sufficient to live on in l0 years.

Futher Alfiant Sayeth Not.

orrlD this ffiv or 1?Lt ,zott.

AFFIDAVIT OF CAIOLE CAI1EY I l47l7tl8l.0l9



Ontlls 10" d,ay of O,:*.h e- 2013, beforc me, the undersigned, a Notary

Public in and for the State ofMontan4 personally appea(ed Carole Carey known to me to be the

pe$on whose narne is subsfiibed to the foregoing instruhent and acknorr'ledged to me that she

executed the same.

In witness whereof, I have heretmto set my hand and aflix€d my notarial seal on the day

and year first above *'ritten.

tffi;,ffi;
|[ ^\SEAL/-; 

Frc, a a] Eklht Mortsfs

l\w' ",gfliflffT
Residing at Eka /,+ /<a , JZlp< jtn t
My Commission Expires De c2^ b e | ) s-, Ao/ ?

NOTARY PT'EI-IC FOR THE STATE OF MONTANA
Printed Nanre: L'--re dc,-- da"

AfFIDAVIT OT CAROLE CAREY | \47313/t83.0t9



TIMO'IHY C. FOX
MontanaAttomcy Geleral
MICHAFL G. BLACK
J. STUART SECRI]ST
Assistant,{ttomeys General
215 Nonh Srndcrs
P.O. Box 201401
ilelcna, MT 59620- l40l
mblack2{omt.gov
sseglest@lllt.gov
Phone: (406) 444-2026, Faxr ("106) 444-3549

COUNSEL FOR DEFENDANTS

RgAEtVFD
rUN i 6 20t4

'i?plli,[1ffli:ilo

MONTANA FIRST JI,]DICIAL DISTRICT COURT
LEWIS AND CLARK COLNTY

ASSOCIATION OF N'ON'TANA RETIRED
PTJBI-IC EMPLOYEES, RUSSELL WRICC,
MARI-YS FII]RLI]ER'|. CAROLE CAREY,
I. f,DWARD SONDENO,

Plaintiffs,

STATE OI- NIONTANA. MONTNNA PIJBLIC
]]MPI-OYF"E RNTIREMENT
ADMINIS'IRA'[ ION, PUNLlC EMPLOYL]N
RE'TIREMENl' BOAI{D^ COVERNOR
S'tItVE RUI-I.OCK, in his ollicial capacity,

Defandants.

Cause No. CDV-20i3-788

DEFONDANTS' RESPONSE
TO PLAINTIFFS' FIRST SET
or DlscovERY REQUES'IS

REOUEST FOR ADMISSION NO. lr Plcase admit that llB 45'1 of the 2013

Legislatiye Session as o(iginally introduced did not fqduce lhc Guaranteed Annual

Bcneilt Adjustmcnt (''CAtlA).

RESPONSE: Admit.

EXHIBIT
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As to paragaph 7 ofthe Affidavit, the State admits that Ms. llurlbert's initial

bencfit adjustmcnt was approximat€ly $60 a month. The State denies that State health

insurance premiums for retirees have increased by $50 to $60 per month. lnstead lho

increasgs for a retireg only on the Choice/Capitol Phn are as follorvs:

2003 335
2004 352 t7
2005 4t2 60
2006 459 1"1

200'7 508 !t9

2008 466 -42

2009 552 86

2010 624 '12

2011 691 6'l
2012 691 0

2013 '126 i5
2014 '734 8

As to paragraphs 8,9 and l0 oftlre Aflidavit' fte State has no information

regarding Ms. Hulbcrt's cutrent financial or mcdical issucs and thercfore denies the satne'

INTERROCATORY NO 2: ls it your contention that any 01'lhc statements and

intbmation in the Alfidavit oflvlarlys Hurlbcrt, atlached as Exhibit C. is not true'

accuratc and correct? lfso, pleasc identify spcciically each statcment or ilem of

intbmatior that you contend is not true, accuratc and corect und sct fofih all lacts

supporting your contcrtiolt that the statement ot infonnotioll is [ot true, corect and

accrirate.

Al!ro8: S€e response to Request for Admission No 29.

Rf,OUEST FOR ADMISSION NO' 30: Please adlnit that the information in the

Allidavit ofCaroie Carey, attached as Exhibit D, is true, accurate, and correct,

DEFI]NDANTS' ROS?ONStr TO PLAI]\TITTS' T-IRST SET OF DISCOVgRYTIQTESfS



RESPONSE: The State admits the facts set forth in paragraphs l, 2, 4, 5, 6.

As to paragraph 3, the State admits Ms. Carey rvas a nrembcr ofPERS tbr 36

ycars, but has insuffici€nt intbrmation regarding her speci6c sen'ice fctr Can€! County.

As to paragraph ? ofthe Aftdavit, the Stats objscts to the request as calling for

spcculation and a legal conclusion.

With rcspect to paragrdphs 8 to 12 ofthe Aflidavit, the Statc has no knowledge of

what was clear to Ms. Carey or the naturq ofher personal and tinancial status and

dccisions an,,l therclbre dcnies lhe samr.

fNTERROCATORY NO 3: Is it your contention that any oflhe statements and

information in the Aflidavit ofCafole Carcy, attached as Exhibit D, is llot tlue' accurate

atd concct? lfso, please identily specifically each slatement or item ofintbrmation that

you contend is not true, accurate &nd conect and set lbnh all facts supponing your

cortention that the statemcnt or inlbrmtrtion is tlol lrue. cort9ct arld auaumte

A!.$-!4qB: See risponsc to request lor admission #30.

REQUEST FOR ADMISSION NO. 31: Please admit that the intbmalion in lhe

Allidavit of Michael O'Connor, attached as lxltjbit E is true, accutate, and corect

RnSPONSE:'fhe State admhs thc i'acts set fodh in paragraphs l, 2, 3 (per the

2013 CAIR) and 4 10 8.

As to pangraph l0 ot'the Aftldavit, the Statc admils contribution rates were

increased by .2-olo and that previous ad hoc adjustmenls were terminaled, but denies that

the L5% annual adjustment or the ad hoc edjustmenls are a "be|Iellt."

D'T[NDAN'fS' RESPONSOIO PLAIITTITFS' T-IR.STSETOTDIS€OVERYREQUESTS
Plge t2 ot29



1) i)

AFFIDAVIT OF
MARLYS HURIBERT

STATE OF M ONI4N'|

cot,,ty or leer I ad4y', )ss'

The undersigned, Marlys Hurlbed, under oath, does hereby swear or affirm:

L My name is Marlys Hurlb€rt, and I reside at 417 Oak, Anaconda, Montana.

2. I am currently a retired membei ofthe Public Employe€ Retirement S]'stem

(PERS).

3. I began cmployment in 1972 as a Psych Aid, and at the time I rcrired, I was a

Psychiatric Technician.

4. I retired in 2005 atler working 33 years at the Warms Springs State Hospital.

5. My initial retirement benefit was $2,010 per monrh, and this has been increased

annually by the 30% guaranteed annualbenefit adjustmenr (..GABA").

6. I opted to stay on the Slate health insurance plan after fetirement at a cost of

approximately $463.80 per month. l'he cost ofstate health insurance is now approximately

$762.90 per month.

7. As applied to my retirement ben€fit, the j% CABA is approximately $60 per

month which covers the increase in the State health insurance prcmiums which have also

increased at about $50-$60 per month each vear.

8. Without lhe 3% GABA I have been receiving, I will be unable to maintain my

curent sondard ofliving while also paying the increases in the health insurance premiums.

9. Because ofmy medical issues, I need to keep my health insurance. Also due to

my medical issues, I am unable to work tirll time. I have started part time employment at a local

restaruant and casino to supplement my already low relirement beneiit.

10. I am dependeit on the benefit I received from PERS Defined Benefit plan at this

point in time and rely on the lo% GABA to meet my daily living needs.

EXHIBIT
t



Further Affiant Sayetl Not.

DarEo thisaf{day of ,2013.

t\,lu'+

ootyu" ?& auv otOclaber 2013, betbre me, the undersigned, a Notary

Public in and for the State of Montana, personally appeared Marlys Hurlbed known 1() me to be

tle person whose name is subscribed to the forcgoing instrument and acknowledged to me that

she executed the same.

In witness whercof, I have hereunto set my hand and aJnxed my notarial seal on the day

and year first above wdften.

NOTARY PUBLIC FO MONTANA
CNotadal Seal) Pdnted Name:

Residing at:
My Commission Expires

I14737Vr83.019



' N1oTHY C. FOX
Monta0o Attomcy Ceneral
]VIICIIAIL O. BLACK
J. STUART SEGRI]ST
Assistant Attomeys General
215 Nonh Sandc[s
l'.O. Box 201401
llelena, MT 59620-1401
mblack2(?mt.gov
sseglesl@lnt.gov
Phone: (406) zl44-2026, Fax: (106) 4.1-l-3549

COUNSEL FOR DEFENDANl'S

RH'trEf,X/FD
nJ i 6 2014

'i3ffiit',iSiiff

MONTANA FIRST JUDICIAL DIS'|RICT COURT
LEWlS AND CLARK COI'NTY

ASSOCIATION OF MONTANA RETIRET)
PIJBI-IC tiMPI-OYEDS, RUSSELL WRIGC;,
MAI{I-YS i IURLI]ER'T, CAROLE CAREY,
I. EDWARD SONDENO,

Plaintifl's,

SI'ATD OI. NlONTANN, MONT^NA PIIIJLIC
] ]MPI,OYIiE RI] IRF]MTNT
ADMlNIS-IR 'I'ION, PUBLIC EMPI,OYLJI]
IiF,I'IREMt]N]' BOA.I{D" COVI.,RNOR
S fltvE I]ULI.OCK, in his olliciirl capaoiry,

Det!ndants.

Couse No. CDV-2011.788

DEFENDANTS' RESPONSE
TO PLAINTIFFS' FIRST SET
OF DISCOVERY REQUESTS

REOUEST FOR ADMISSION NO, l: Please admit that HB 454 of the2013

Lcgislatil,e Session as originally introduced did not rcduce the Guaranteed AnDual

Benefi t Adjustment ('CAIIA),

RESPONSE: Admil.

EXHIBIT
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As to paragraphs 8 nnd 9 ofthe AfIdavit, thc Stare has insufficient information

to why Mr. Sondeno took the action he did or what his thoughts were regarding those

octions, and therelore denies the same,

INTERROCATORY NO. l: Is it your contentior lhat any ofthe statements and

information in the Affidavit ofl. Edward Sondeno, attached as Exhibit B, is not t!ue,

accurate and corrcct'? Ifso, plea;e identif, specifically each statemqnt or item of

intbmation thal you contend is not true, accuratc and correct and set fbdh all t'acts

supporting your contention that fie slalement or infbrmation is not true, conecl and

accurate.

ANSIVER: See response lo llequest fbr Admission No. 28.

REOUEST FOR ADMISSION NO, 29: Please admit the initnnation in lirc

Atfidavit of Marlys lturlbcd, ottached as Exhibir C, is lruc, accurac, and correct.

Rf,SPONStrr The St4te rdmits the Lcts sct lbrth in in paragraphs I to 5 ofthc

Atlidavit.

As lo paragraph 6 ofthe Affidavit, thc Slate admits Ms. llurlbert stayed on the

State health insuraDce plat after retirement. 'l]1e State does not knorv the initial cost of

that insurance and thcrcl'ore dcnics same. The State dcnies that the cost ofslate health

insurancc to Ms. I'lurlbert is now $762.90 a month. 'I hat was lhe amount deducted lor

Ms.llurlbcrt's insurauce premium for November 2013, Ilowever, etlective December

2013, Ccntral Payrollnotificd MPnRA thal at Ms. llurlbe('s dircction, insurance

premiums should are no longer deducted from Ms. I.lurlbert's retirement benefit.

DE! ONDAT\TS' n ESPO]\S E TO lLA|NTTFfS' flRST SET OT DTSCOVERY RTQUESTS
PrEe l0 of29



AFFIDAVIT OF
I. Edward Sondeno

STATEOFMONTANA )
: ss.

County of callatin )

The undersigned, undet oath, does hereby swear or affirm:

l. My name is I. Edward Sondeno.

2. I reside in Bozeman, Montana.

3. I am curently a member ofthe public Employee Retirement System (PERS).

4. I rctired in 2009 after working over 30 yeals in Montana public service. I worked

for Montana State University (MSU) and the Bozemar School District, and at that time was m

the PERS Defined Benefit Plan. I was also a member ofthe Montana University System,s

(MUS) Opiional Retirement program (ORp).

5. I commenced work at MSU in December 1978 and was emolled in the PERS

defined benefit plan. I remained in that plan until November 1 993 , I the[ changed to the ORp

and was enrolled in that plan fiom December 1993 to February 2006. When I changed to the

ORP, I withdrew all ofmy retircment contributions to the pERS dehned benefit plan.

6. Prior to my retirement, it becarne obvious that I needed to consolidate all ofhy

service crcdit under one plan in order to rcceive sufficient retilement income. In 2006, I vr'orked

with the Montana Public Employee Retirement Administration (MPERA), and pursuant to the

appropriate statutes, combined all my sewice credit into PERS, repurchased my previousty

refunded service credit ($19-2-603, MCA) and purchased additional years ofsen7ice ($ 19-3_51j

MCA) (See attached Exhibits A ttrough lr0. In detail they are:

EXHIB|T

**



4rU.bjlAld4e{06 April 06r:
Letler lo Jermrfer Hamden lransmitling lhe Rollover/Transfer Nolificarion form to
puchase my previously refunded pERS membershio vears.

Exhibit B (dated 30 June 06)l
SprcadsheeL models I prepared eslimaling how long rhe lob GABA might cover
allucrpated Increases in healLh jnsurance premiums.

Eilt4g!4Eil0_{s!r.!0li
I hrs ,s an rctuariil valuarion performed in 2006 of lhe PERS by MpEM.s a.ruaria_
consultant. The 3% GABA is referenced on the third page, as well as the other benetit
elements included in the PERS-DB plan at the time of m! purchases. Not" tt ut it 

","pages are fiom a larger docrrnent and there af,e both 200! and 2006 dates referenced

E&iu!I)lc4tsdlg_.,I4s05!
.1h,, l. 

th",t..-P*o11.] l.nt ro Marjorie Rowley regarding purchase ofmy ORP service
lrme inlo rhe PERS-DB. which was concluded in 2006.licires various sections of
pertroent statute. and I thought it might have some value as a concise refercnce to those
sectrons. rJ needed for some reason. (l should note this comrnunication repo edly went
tbtough MPERA'S intemal legal ieview and was deemed sound.)

Edibil E {daled 28 Julv 06):
Lefter lrom Kimllaro\r wirh price quotations to purchase ORp service dme into Lhe
rEKs-ub and acldrl,onal "one-for-five ' service credil. Note rhe specificarion lhai this
purchase will require transferring (rollover) account funds to MpE:RA or other cash_
Pruchase ba-sis-

4lhibi! F (dated 30.Iulv 06):
Lener to Kim Flxlow, MpERA. to effecl lransfer oImy MSU_Bozeman rerirement
accounts to the PERS-DB plan.

!$lb+Gl.d3eilJJsryi6r
Notes trom my lelephone con\crsation wiLh Marjorie Rowley. contlrming fie benefit
elements actua ally-costed and purchased by me, including ihe 3% amril GaBA
adlustment.

-P+Ititryeedqaqg.!6xwntten Surnmary.of my phone conversatjon with Madoiie Rowley regarding the benefit
elemenls acLuariall)-costed and purchased by me through Lhese rarioui transictions,
including the 3% GABA.

Erhibir t tdated 02 Aus.06):
u_ocriments directing transfer of alll 100% of my Msu_Bozeman retireme+t accounts to
MPERA to purchase my ORp time iato PERS-DB service time.



Exhibit J (dated 03 Aue. 06)t
A verification e-mail to Madorie Rowley that I was aranging tansfer ofmy MSU-
bozeman retlremenf accounts to MPER A. towards the puchase into the PERS-DB plat of
my seruice time under the ORP plan.

Exhibit K (dated 05 Sept. 0O:
My agrcement to purchase "one-for,five. seruice ciedit (via payroll-deduction paymem
plan) per their actuadally-priced cost for these benefits.

Exhibit L (dated 01 Nov.0O:
My request to ved& the benefits purchased-includes rcference to my phone
convenation with Madorie Rowley of MpERA, that the 3% GABA, amongst the other
benefits, was ircluded in the actuarial calculation for the costs I paid.

Exhibit M (dated 19 Dec. 06)1
Response fiom Kim Flatow, MPERA, regarding my requests ro veify (in writing) the
benefit elementvterms I had purchased with my account transl'ers and cash-purchase
actions. The 3% GABA is referenced as a benefit to be received. and their actuarial
tables are also attached.

7. When I decided to combine all ofmy retirement credits, I repurchased my

refunded rctirement contributions, which amounted to $70,021.19 and represented l5 years of

seryice (Exhibit A). I also transferred my ORP rctirement credit and monies into the PERS

Defined Benefit Plan (Exhibit I) which amounted to $244,492. t7. Moreover,I decidedto

purchase additional credits pusuant to $ 19-3-513 MCA in the so-called ,,one for five,' option,

where an employee can puchase additional service credit, one (l) year for every five (5) years of

work. Under that provision, I purchased an additional five (5) years of service crcdit (Exhibit K)

atacostof$111,690.44. The puchase ofmy ORp service a l the additional five (5) years

required me to pay tlle full actuarial cost ofthe seruice credit, based on PERS' most rccent

actuarial valuation. The full actua al cost was calculated based on my entitlement to a 3%

Guaranteed Annual Benefit Adjustment (*GABA") as shown in the JurE 30, 2006 actuarial

\alualion (Lxhibit C,.



8. Pior to making these multiple decisions to pay back my refirnded PERS

retirement, to transler funds fiom the ORp plan to the PERS Defined Benefit plan, and to

purchase additiotrai years ofservice, I specifically and purposefirlly considered the costs

involved in making such transfe$ and purchases. Had it not been for the 3% GABA, I would not

have chosen to rctire when I did. I prepared detailed financial evaluations of the benelits that I

would receive on an ongoing basis, including the 3% GABA. I specifically factored into my

calculations the assumed increase in health insuance and the 3% GABA in order to insure I

would have sufficient rctirement funds (Exhibit B).

9. I am dependent on the benefit I receive from pERS Defined Benefit plan at this

point in time ard rely on the 3olo CABA to meet my daily living needs. p or to making these .

irevocable actions to pay baok my rcfunded sewice crcdit, to tlansfer my ORp assets into PERS,

and to purchase the additional years, I did comparative investment estimates as to my rerurn on

rnvestment and concluded that taking these actions was my best choice. My health insurance

plan is a high deductible plan with the health savings accourt option. This was another auempt

to mitigatc the dsing cost ofhealth insuance, but it comes with the acceptance ofhigher

financial risk. I specifically considered the 3% GABA in these evaluations as my ptimary h€dge

against the rapidly-inllatitg costs of health insurance and the high deauctible associated with my

health plan. (Exlibit B).

t0. I requested a written explanation oftle amounts ofmoney that I would have to

pay in order to accomplish my goal ofconsolidating my retitement credits and purchasing the

sddi onrl fiver5,yearsolseflicecredil. I worled n irh Ms. Kim f lalow ot lhe public

Employee Retircment Administation, who provided me with the exact calculations. (Exhibit M).



Funher Affiant Sayeth Naught.

DATED this Z tday ot Cc-rr* "<t, ,zO/S

NoT RYPIJBIIC forthe

o.rs$#ifltr'*!!,
Marh 31,2017

Public in and for the State of Montana, pe$onally appearcd I. Edward Sondeno known ro me ro

be the penon whose name is subsc bed to the foregoing instument and acknowledged to me

that he executed the same.

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

and year fiIst above written.

On ttris S day of Oc\nte r 20$, before me, the undersigned, a Notary

t) ,./1 rt ./ rlsy,. X:2Xa&U',,"h"*
r, towaro sondeno

NOTARY PUBLIC FO
Printed Name: Nir,ro
Residing atl
My Commission Expires
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y. Thsnk you ve .Y

RE: Rollove. Oirectiv6s

Dear Ms, Hamden:

i+,1"^Hiitrf"T*$;,::x"ffi #ff t*Hi"EJsi*ffi :l:fi i"[-
3fi"i'"1i'H,#..T"ffi 3l$*."Jffi:ff 5"{H*1,*ruil#:*i:.-
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;"T"1t 

communication is needed between thern and y"fi"fid il;;;; - -

fflYrltHJffifr;'""#""{,T;'#rm"ff"g':ff advisq and r'rr add'ss itffilYrlill#ffifr;""#""{,T;'#rm"Kg:A' advisq and r1r add'ss it

",^:* ! €14./l_



ruoNrANA puB;e EMpLoyeERE REgE$lrl0o0Tll,r:rRAnoN (MpERAf 
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,, 

, 
, 
, ,, ',-'l:T,f$:,;,i#T"*:'11, .,,, ,, ,, , :,, ,. ,l- 

iurovqft-r ransror,- .'.-_-____--_-____ , 
.,:r .. " ,- TT",.. n:'' l:n enter or the /)1, - a., tu!, t, ., - t t ^, s:.h",,*un,.rr",n., n"ur*."*^llll*-;:',.];#ffi .,"",* i:,il fi !l, :S f_m;Xffi ,1f ;

=#;ilJ#:iijiili,:G:jtgil'*:i1F.TlTi"J"Yffi f,mrervtce crEdir only and the costoftle t
olrened moncy riom in el'"on *'",i1fi11} fffi:lff,:-"t"0,'-f]1ll"t"d' ' 

will makc this purch

..r. ''----:-
olrefied moncy fiom in eliglblc r$irement Dla[r

_:-a public peNion Dtrn duatifi.,r,,".r,:;;;;;#;ilH'##fi:Jlifl T:ff: filenuc 
cods (rRc) secrio,,,ot (a)

r:s",fi1ifi 
'.T,i;?'r".iffiT:iil.F,r[!;nti-,:"
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iABa pen:ion roiuione;iET;;ifr tn.i;;:Z;;; i;;;;;
(Rev.25Maroel

Initial Pension Estimato: I 69,000
Annual GnBn aOjustrnenil&- 3 'UrzBase Heatth tnsuEncdEl-iiGl 5 4.E00 ?-.r4nnul!_lerth_[9CEryq ld9!9!, %l ro 2/va

AnnualHlth
rcar Pellian-am Inssrance Cost Chanoe. S

1 5 7t.070 $ 2,070 5,280 $ 480$ 73.202 $ 2,132 5,808 $ 528
3 I 75.398 5 2.196 6,369 58
4 77.660 $ 2.262 s 7,0285 79,990 $ 2,330 5 7.730 703
6 $ 82,390 $ 2,400 E,503 773
7 $ 84,861 2,472 9,354 $ 850
8 5 87-407 $ 2,546 $ 10,289 935I 90,029 $ 2.A22 t1 318 5 1,029

10 $ 92.730 5 2.701 s 12-450 $ t,r321l $ 95,512 $ 2,782 I t3.695 $ 1.245
12 $ 98.378 2,865 15.064 $ 1.369
13 $ 101,329 I 16.571 E r.506
14 i$ 104,369 3,040 $ 18.228 s 1.65715 s 107,500 ft -J,131- t 20.051 5 r,823
16 $ 110.725 $ 3.225 $ 22,056 s 2.005
17 lllllql I 3,322Tt- -426r 2,206 |
18 $ r17.468 $ 3.421 5 26.688 s 2.42A
19 $ 120.992 5 3,524 5 29,356 $ 2,669
20 $ 121,622 3.630 32,292 S 2.$e
21 $ 126,380 I 3,739 5 35,521 lg 3,229$ 132,21 1 s 3.851 S 3e,073 l$ J'552
23 $ 136.rr7 3,966 $ 42,9E1
24 $ 140,263 4,085 47.279 $ 4.298
25 $ 144,471 I 4,208 , 52.007 1,728
2A 146,805 s 4,3!4 $ 57,207 $ 5,201
27 s 153.269 s 4,4q4 $ 629,3 $ 5,721
28 $ 157.867 4,596 $ 69,221 $ 6.293
29 $ 162.603 4,736 76.143 $ 6.922
30 $ 167,48.1 $ 4,878 s 83,757 7,614
31 $ 172.506 $ 5.024 $ 92,133 5 8,376$ 177.68i 5,175 101 346 $ 9,213
33 $ 183.0'11 5,330 '111.481 $ 10.135
34 r88,501 | 5,490 $ 122.629 $ tt,148$ 194.157 $ 5.65s 5 134 892
36 $ r99,981 5,825 s 148.381 $ 13.4895 205.981 $ 5.999 $ 163.219 1$ 1433S$ 212.160 6,I79 179.54'l 16.322
39 218,525 5 6.365 I r97 495 17.954
40 225,0A1 $ 6.556 $ 217.211 $ 19,749
41 $ 231.833 s 6,75? $ 238.969 $ 21.724
42 238,78A 262,866 I 23.697
43 s 245.952 $ 7,t64 I 289.152 .287$ 253.330 $ 7.379 $ 318,066 s 28,915
45 260,930 t 7,600 $ 34S.674 31.807

-/aOt.d.4- euc/4/u7/ (da..^+!7 ..

-Gtt+'l- c-<ae< 'ft

im
- xLnt, /r'lE. ca7>. 7t"tu"^t



PUBUC EIPLOYEES'
RENREflEiN 3Y37EII

ot th.
STATE OF MOM'AIIA

ACTUARIAL VALUATIOI{
.. d&n 30, 200!

i@ Prepored by

li,larf O: John6on, F.s-A.
Conrulling Actuary

EXHIBIT



MONTA{A PUBUG EITIPLoYEES' RETIREIENI SYSTEI{
ActuaRtAr Vauano{ as oF Juxe 30, 20Os

Appondtr B

provislon! of Goysmlng Law

Al oJ.th€ c€lculatorc-contajned in thia report aa€ ba3€d on o|Jl undeFtanding ot th€ b6nefit and
er€|Drrrty provsrona of lhe system. Th6 prlvlslon6 ls€d in thk vatuation aft, sumrmaH bebw
ror t6t6r9nc6 PUtpOSea.

Norm.l Roth.dorrt

Eatly Rollrom€nt

Dbsblllty R.tlro|ncnt

Eligibilig: Age 65 regardlcrg ot m€mbership servlc6, or Age
60 and 5 y€Erg of mcmb€rghip ssrvicq or 30 y€gls
of mcftb€Bhlp serMco r€ga.dl€6s ot ago,

Benollt Y€ars of s€rvica credil muttipti€d by highest
av€reg€ comp€ngetidt (high€t 38 conseculive
monfis), mutdpli€d by 1/5€6 if m€mbership servlc6
al retil6lnont b las! than 25 yosB, o, multJpti€d by
1/506 if momb€.ship s€avicg at rgdrc.n€nt ls at
least 25 yea6.

Normal Form: Monthly b€n€flt tor the life ot {he memb6r, wilh 6
de€lh ben€'flt squal to tia ramalnlng belanco of th6
membe/g contribution account

Eligibilityi Ago 50 and 5 years of memborshtp s6rvic€, or 25
yean of membeEhip selvlcc aegardl€ss of aga.

genefit Acbariat eguivalent of lha accrued bon€llt bas€d
oo rElirem€nt at ag6 60 or 30 yesrs of mombership
s6lvlCC.

gigibility: 5 yeaB of membeGhip se.vice

Eenetit It hked on or b€fore February 24, j 99.1, lh. g:reat€r
of (a) and (b) below:
(a) Y€a,s ofs6 b€ c|€dit rnqttptied by highsst

av66g€ conp€nsetlon. mutdptied by go% of
1/56! (.t/50n if25 ormo€ y€Ers ofm€mb€rship
seMc€, , oa

(b) High6t avorags clmpensstion muftipliod by
25o/.-

lf hir€d after February 24, i9911
(a) YeaB of sorvlc€ credit, murupfied by hlghest

aver.ago @mpensalon, mutupled by 1/566
( t /soh lf 25 or more yeaB of memb€rship
serv|cet.

$
@ ruiili'.n itiffi#nu##dflnffiffiHffi.#*



(.
MOrTAltA PUaUc EMPLoYEES, TGflREUE}IT SYSTEM

AcruaRta! VALuaTtox As oF JuxE 30. 2005

Dqalhb.for€Rollr.m.rn Eligibilitla

Bonefft:

Pior to 5 y€ars of m€mbership s€rvice

Th€ sum ot (a) and (b) belowi
(a) R€tum of mamb€r contdbutioG with Intero6t
(b) Lump 3um payment ot ono month's salary

multlpll€d by y€er! of s€rvice credll, up to .
maximum of six monlhs' salary.

5 years of rhamb€rshlp sewic6

Either tho sum of (a) and (b). or (c) b€low:
(a) R€turn ot h6nb6. contribuuoft wilh interest, and
(b) Lump 3um payment of ono nontfi'a salary

multlpll€d by yeaB of 36wico crodlt, up io a
maimum ot siir months'salary, ot

(o) Ac-tua.ial €qqival€nt of th€ accruod benofit at the
tlmg of d6ath of lho membe..

Pior to 5 yea'3 of memb€rship 96rvic€

R6tum of rnember contributlons with intEr€st.

5 y.ars ol mamboBhlp s€rvic€

gilhor (a) or (b) b€low:
(a) Return ot mombor contrlbutlons wlth inlerall,

oa

(b) Actuarlal equivalent of th€ accruBd b€nsfit
bas€d on a rgtrgmont ags of 60.

R€tir€d membsrs and benoflciarles.

An annual adjustment (GABA) ot 3.07o
commencing January 1", on€ y€ar after
aetir€rnenl.

6.(X)% of memb€rg' compensation

6.909{ of members' compensation (offs€t by
0.10% ot memberg' oompensation pald by the
Stale for local govemment and school distriot
employerE).

Eligibility:

t'en6nt

Terrnination B.naflt

Bonollt Adlustmonts

Conlrlbullons

Eligibility:

Bensfiil

l\rlemb€rs:

Employsrs:

Ellgibllitri:

B€nefit:

Eltgibilit)i

B€nofit:

l^ . ..,,, a6 wr pdr.d @ r.p.6d .d.ry 6r di. {dbE pLnt En roye.d R.dEmirIIIO Mrlltman,utu€t*n€.!';nF+,6'InN bbMr]r..@{dtdti:bftyEtuqd.d!efr.r!d.
36
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MarioJie Rowl€y
Suoenisor---

Public Employee Re{iGmer Adminislration
100 N. PaIk, Suits 200
P.O. Box 200131
Helena, MT 59€20-0'131

RE: Servico Purchase Requ€t of 22Ap.06 & your rBspons€ ot 15Jun08

Dear Ms. Rowlef

I am in recaipi of your recent r6pons€ to rny 22Apdd rcqu€sl for quotatiqE to
purchas€ memborship serYice/s€rvic8 credil Not wishing to coruuma anyone's
time unn€€essarily, I dkl a r6vi6r ot num€rous sodioru ot statuis prior to
sending rny requ$t I noted fi€ s€clion you rsfe|€ncsd in you. 

'eply 
(MCA 1$3-

512) whicfi addr€ss€a the proces! for pur[fiasing non-Trtl+19 public s€ryic€
(Federal s€ryica, eh.), but do€. not disallotr th6 purchas€ of crBdit fo. Titl€ 1 I
programs wh€rr such acton 'F ek$rtrere allor/cd in shjts. Consequ€flfy, thera
are othef s€€lbnr of statjb that must b€ applied b my sitlatbn, and b which I
havs mads rsbrenca pGvior/gv.

Ouo to the various s€gmefib ot my public s€rvica in Montana, and my present
status, I medt th6 bsts fur s€v€ral ar6as af sm{r rcgarding nry r€qu6t tor
quotatbns, A! you knotv, tve hav€ already proc$s€d [l€ repurEhso of
memberehip serrica lim6 for nV initial, and latgegt po im of Modana public
employmeot (the d€ffn€d b€nsfil plan, a plan ako porrided b. in lilcA TtUe '19).

Due to lh€ chronology cf firy'/vork hirtory, my parthular ltilortana public
employmerf, my prioa emdoyment with ths univorsity systsm, and rny Ecent
refum to "cov6red emdoymenf ou6il€ he unive.sity systsn, | .ne€t Ule tesb for
choica and plior seryice purcrEs€ conEined in MCA I 9!21 (and fig
applicabilily of the€€ €fioics option3 and dtronology b nry circrimstanc€3 wer€
vedfied last yeat with Kim Flalow of your d€partnenl). Thb allolfl3 the invocation
of MCA 1$!2113, subpa6 (2Xe) and (2)(b) ae noEd beloly:

1!tr3-211'- Relnsbaernarrl o, plan nffirberrhlp - purEhasa ol pdor s.rylca
credit in defrned benqfrt plm.

'1612 S. TEcy, 14
Bozeman, MT 59715
19Jun06

(2) (a) An enploy?e who rctmls to caven<t snp@ afref tqfinaling
nembe,ship in tha defrnd beng'fit pldt fuhich I hay. donol, who is eWiblGJ to
nake a plm choic€ awhich | :mL ard wno ebc{s to join the datud bercfil plan

EXHIBIT
lwhich I am p]s!€nily in and l! lhe dof.ult opgonl may reinslde

IB



RE: Service Purchase Reouest ot 22Apoo & vour response of 15.Jun06. oo 24:

memb€,rsfiF servic' and se,yico c,€dit as ptovidad in 1*2-6Ut ay.frlch v'aa
completed ar rsquirsd In April of drb yea4.

(2) (b) An enployee wro rcturrs b coveted empwn@rt a/''er teninating
membel;ship in th€ defi,Ed Nrtibution plan o( the optiqal ,"lli,amott p,oanm
lwhich I h.vc moqt recenty donel who is eligible to m*e a pls,r dlrcicF
lwhich I eml, and who elec,s b join fB ffinad ben&t plffi Fftich I am
preaondy In and b th€ defaldll opdonl mav ouchas€ prw memborshio s€wice
and sericsedit by paitE to th€ board tE frlt actuadal @d of t7e svkn
crcdit as of the latest acr'.ffial valuatiut ot the &frned betl€fil pldt t.,'d I ai
again rEquoldng fh. quot ti,on tor thlr rcdoJtl. The namber nay not
puchase membership service aN se'ykp credit under thk sed*n in oxc€'ss ol
the membels length of *.vice in the defrned coanibd*m pldt v t B ooy'ional
retitanent p,o,J,ralm l.naanhg lh.t I |rl.tr purchasa memb€hlp&orvlca crudit
into the dein€d b€n.fit prcgram ior up to th. full langth ot ORP !.ryico,
and | .m ag.in .equ€rtng the quoladon lor purch.r. ot,l&a full t3]m of
oRP 3€rvicsl. r-

By circumstancs, rry public selice record meet8 th€ tesE for repurcllas€ of the
prior membership seNic€ in tha defined benefit program (DBP), whi$ ha8
already been completed, as well 4e the option to purohass membership/s€rvics
cr€dit for ORP s€rvice as noled abo/e, The sbnificant difiarenco bstlyeeo ihese
two subsectons b that the costing metlrcds for purchasing s€rvfoo ar6 difuFnt
accoding to lhe type of prior servics - via the ierms qt MCA 192603 wherE so
specified, or by the standa.d ac-tuadal cost calqrlation in lhe case of purchasing
ORP servico time into the DBP. An employees' oplion b purdraso srdil for the
term of ORP sewica 'l3 cleart specified - there 'dould b€ no r€ason for lhe
language in lhes€ seclbns to exist in the firsl placs itlhe inier '.vere not to
provide lhes€ options br qualifying employe€s, The Montana PERA'S own recent
comments b the State Administ"ator Legislaliw Committs€ discrss€3 timing
details tor employees purchasing ORP service time into the DBP under MCA 19
3-2113.

From a pragmatic standpoint, | !,t/ould erpect the PERS !o be completev
indifferent towards any actuadally-calculabd bansadion which, by definition,
reimburses a program for the financial impacl of whaEv€r employeo oplion is
being invok€d. Since this pro€s requires the employe€ to maks a program
'whole' from lheir cnvn ass€b ior whaterrer such aclion lhe employee cfioo€es to
take, PERS inqrls no financial loss or beoefit ftom lho action (whii is as it
should be).

In my 22Apr06 request I had also asked fur a quotatbn to purchase lhree (3)
years of " l -for-5' service c{€dit (nry account should pres€ndy refled over 15
yeaF of membership service). Thb request has not let been ackno,yledged or
resoonded to.



'.,&
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I also request€d a dtnont account report (since such iniormation is not vet
available on-line), which I have not yet received.

To summarize;
".. ,;.:. 

I

'l. Please notalhis as my s€cond rvlitbn request for a quotatbn b purdlase
time into PERS tor my ssrvica te.m under the ORp program. This would
be for lhe period qt December, 1993 thrcugh February,l006, indusive
( 1 47 monltu total), which has been verifi€d by prcr/ious documentation
pro/ided by mo and your recent communk:ftrns with !r[SU pe{sonnel and
Payroll Servic$. Again, slailb specifia this cost to b6 computed by your
standatd,- non{iscdminatory actuarial m€thod as pnvbusty ironed, ini,
once again, my p€rsonal data ir;

FullName:

Address;

lver Edwa.d Sond€no

'1612 Scruth Tracy, #8
Bozeman, itf 59715

Social secudty Number J

2. Please plovide rne with the quotation to purchase three (3) yeaB af.i-for-
5" servico credit ., .. . ,

3. Please send me a current wdtten statement of my account.

4. I pr€um9 s€rvice purchas6 may be pai, for via a combination of rollover
tunds and monthly payrolldeduc,tion paymeots?

Consid€ring it has been nearly two months sinca rny original 22AprO6 request, I
would appreciats prompt provkion oflhe requesled guotations.

I would clos€ with the comment that this is not a |€quest for som€ tlDe ot
accommodation, but simply a requ6t hom an employee wfio has dCvoted herr
professional lif6 to Montana public servics and who wish€ to irrvoko avaitabb
statutory oplions to consolidab a ft.adu'ed cofleclion of phns into something that
will hopefully pro/ide for a rational personal retirement pian affer a libtime ;f
public service to Montana.



RE: Sonica Purdasa Reouest of 22AprOO & wur r$oons€ of .t SJunO6. oo 4/4:

Thank you tor your prompt atbntion b lhb reque€i, Jd pteaso ld ne lg|ow if I
may proviie arry oihet assistancs.

Sincerely,

ri z// / /,1
l. Edward Sondeno

#



PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION

_STATE CF MONTANA
llElENA1106){.r,rn 4
aioLL FREE t6r7l 27J.7t12

r0o N. PARrq SutTE 2OO
PO EOX 2oorJr__. HErl}A,lq!596reoFF_

July 28, 2006

l. Edward Sondeno
1612 S. Tlacy f I
Bozeman irT 597'15

Deaa Mr. Sondeno:

Enclosed arg thr€e cost stalements. One cost statement reflects th€ balance due to purchase
12 yeals three months of servic€ from Montana Slate University - ORP. Also enclosed are
tl/vo cost stalemenls renecting the balance due to purchase Ong foa Five service both wilh
and without the purchase of the ORP service. Please not the distinction listed on each
individual cost statemsnt.

Enclosed with the cost slalements are the required foms, both for a rollover of funds and for
monlhly payroll deduction. Funds from a 457 plan or a 403 (b) plan cannot be used for the <1_
purchase ot One for Fivs service.

It you have any questions, pl€as€ feel f.ee to conlact me.

Sincerely,

4-J/./*J
Kim Flatow
Member Services Eureau Chiet
406444-5449

EXHIBIT



,,'19 1612 S. Tr*y, #6
Bozeman, MT 59715
3Nul06

rcqfla@,9!ria
MembEr S€rvir:€a Bureau
Public Employ€€ Relirsm€ri Adminisffiion
100 N. Pa*, Suiie 2C[l
P.O. Box 200131
Hel€na. MT 59620-0131

RE: CREF Rollover Agr€dnent

DEar Ms. Flaiow:

EndG€d pt€ds6 find a rollolr€. accsptance agreemert tor TIAA.CREF. Upon
r€caipt, pt6as€ compldo Page 5 ot th€ sheet (you may igno.€ Pags 6) and retum
it to mE imrEdiatet, so thd I can turx,ad it on to TIAACREF and cornple{e lh€
traosfur within your 3p€cifi€d deadlino.

It any questiom aris6, rry contact ilbmalion b a iolblrr!:

wortvoic€: (40,el5224,072
cell (4oo) 5994(143
Hom€ Voic6: (1100) 587-223{l
WorkE-laik esordeno@b@man.k'l2.trtus
HomeE-Mail: czymtr@gmail.com

Thank you tor youa paunpt alsistanca,

Sincerev,

EXHIBIT
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'1612 S. Tracy, #8
Bozeman, MT 59715
0'lAug06

Rowl€y

Public Ernployee Retirement Adminbtration
100 N. Park. Suite 2q,
P.O. Box 200131
Helena, MT 59620{131

RE: Aduarial Basis for ORP iilembeEhip-Servica Purchas€ Ouotations

Dear Ms. Rowley:

As we discuss€d yesterday, lhb is to confirm my understanding ofthe aclua.ial
basis us€d to calculate lhE ORP membelghip-s€rvico and 'on€-for-five, purcha8€
quolations r€contly provided to me by Kim Flatow. Frcm our conversation, I
undeEtard the following elements were included in the calcutation ot these
quotations:

. As noted in slatub, ORP tim€ purchased ir o the PERS D€fined Benefrr
Plan wquld b€ crediEd as "membership s€]vice', counting btvardg
eligibility tor servic€ relirement. (As noted in the quotations, thE ,on$.for-
five' purchas€s would purcJ,Es€ additional servica-credit increasing
retiremenl benefil paymenb, but not €ligibility tor retitement.)

. Sinc€ purchas€ ot the ORP tim€ wouH result in membership s€ryica in
excess of 25 years in my cas€, th€ higher s€.vica lactot ol2oh per year d
membership-seNice/service.€redit was wed to calculato future relirgmem
benefds.

. Th6 3% GABA presently in statuta was used io calculatg fulura retirement
benef[s.

. The contribulion amour s to my PERS D,efined Benefit Plan account as of
the tim6 of my original request (April, 2006) w€re used to calcuhlE tuturs
reiirement benefits.

Please providg me a verification that the above b a conecl understanding of the
actuarial basis fof thE quoiations I received and of the benEfit factors being
purchased tor the quoted costs.

EXHIBIT

I - t,8,44 3Altunb
6'/ /4C. ,:4



Thank )/ou very much br your assistanca with thb rBqu6L

incerely

/)
\'\,

Edward



i,;h 1612 S. Tracy, ,E
Bozeman, MT 59715
02Aug08

Marjorie Rowley
Member ServiceE Suoelvkor
Publlc Emptoyeo Retirement Adminislralion
100 N. Paft, Suite 200
P.O. Box 200131
Helena, MT 596200131

RE: Rollover Directives and 'One-for-Five, euotalion

':ffi

Dear Ms. Rowl€y:

Enclosed pleaso find the executed rollover directiv€ to purchas€ my ORp time
into additional m€mbership-service time with ths Montana public Employee,s
Retirement System D€lined Benefit plan. Also, I've included cooies df ttiE TIM-
CREF documenF ior your refurenco in the event any communicatjon is needec
between them and your officE.

As w€ discussed this week, Kim Flatow of your office provided me with various
monthly payment options to purchase a single year of.one.for-fwe, seNic€ credit
(assuming purchasa of my ORP time). pleas€ s€nd me the payme oplion costg
for a monlily-payment plan to purchas€ five years ol ,one-for-tive servics credit
(assuming purchase of ORP time) as a singlo purchase ageemer . This may b6
th€-most.appropdat€ option lor my situation, and I do not inow of any statutory or
ARM prohibition against such a purchasE optjon. Thb would require much less
pap€nvork and time from your offcs veBus the proc€ssing of five setErate
payme agreements b purcfias€ each year jndividually_ lt would atso allow this
process to proceed in sequence (immediate processing of the ORp time
purchas€, followed by proc*sing ot lhe 'on+for-fwe, s€rvics credit related to the
ORP lime).

lf any further intormation or aclion is required from me, pleasa advise and l,ll
address it promptly. My co.iact information is:

Workvoice: $0Al522$O72Cell: (406) 599€34:r
Homgvoice: (406)587-22fi
WorkE-Mail: esondeno@bozeman.k.l2.rntus
HomeE-Mail: czymtn@gmail.com - 

i'r.t dA 3,),)e llo
8'/ 4k t1,: a /r,.t L

zro,a u/ t4, Olr l
? Ll? "t^, .

EXHIBIT
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Rollovgr Dir€cdves and 'one-for-Five Quotation. pq 2/2:

Thank you very much fur your assislanca.



,-_ MONTANA PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION (MPERA}_ -
100 North Part( Ave - PO BOX200l3l

HELENAMT 59520{13I
14081 4443134 ot l871n5.7372

Rollover/Transfer Notif ication

,+b

underst nd thfu cfft strteE€trt is valld for 30 dry! only and p.yment Dusa be rec€ived by the MpERA by' '- 14? l*ia..); "i : .:t lfthe firll amount is notreceivedby rhc i{pERA withio 30 da}s l wi rccsivcFoportion;l

I am cunently a member of thefq S Rerirement Sysrem. I har€ recciwd a cost statcmmt4.rl fL,A-rc. Ch,q.J'&S Rehr€ment System.I have reccivcd a coststatcmmt
ftom the MPERA for the puchase of ..,.1€(-r__._1__!__servicc. I

servic. credit only and the cost of the puNhase rEm.ining |nay bc Ecalculated. I will rnake this pu..hasc with tax-
deferled rnoney tom an eligiblc r€tircment plan narncd below (check one):

-)(a public pension plan quali{i€d under lJrtemal Rcvenue Code (IRC) Section 401(a)
_an ernplo'€r plan qualified und€r IRC S€dion 40 I ft)

-a 
tax-shcltcred armuit), contsct described inIRC Section 4O3O)

_a deferrcd compcnsation plan under IRC Section 4570)
_a conduit Individual Retirerncnt Account (IRA) established with funds rEceived from one of the

above-nanred plans

_a raditional IRA
_a Simple IRA

I havc chcckcd with th€ eliglble retirement plan administrator to veriry that I am eligible to roll or h&sfer mon€y liTm
this eligible retirement plan into rny MPERA 401(a) plan. I havc completcd all ofrheir requircd forms to accomplish
this rollover/trinsfe!.

t hav€ instructed thc eligiblc .etiiement plan administator to issue a clieck payable to the Montatra publlc Employe.
Retirenetra AdmlrhtratloD (MPf,RA) in thc amouDt ot t-1eO9i-EiAlLAgu!,6 pti(/. to'- i. '"- . t authorize the MPERA to discuss Iny account with thc administator of 0rc id€ntified
plan or account I hrve submitted the pit* copy of thi! form to my etlglble r€tirem€ pl .

t ,r- 
"t 

rt - LKc- F
Nm. otFin&cicl Institunon orPlo Admini3.nor

u3

,/: 0,.,,8* /zLt (tuwiC zszor - tz6Q
ZipCod.

A)+zo^tq- Crtr<r Ctl-,<<- (yoo\ <\7--2?)G
Ar.! Cod. ad Phorc Nlmb.r

Y-1DP %---a - -l!L_,4ssp!) 
-rS

Atulnt (no nm thd th. atlen 6 $. .osr rr.l.ha,

I understand that th. MPERA retirEment plan is atl Intemal Revenue Code 40 I (a) qualified pian. I further understand
that I may rollover no mor€ than the smount nece$ary to make this pu$hasc pursuant to 0le cost statemant rcccived
ftoln the MPERA. I ceftiry the funds I rollover/transfer for the pullhase a.e from the plan or accou described above,
and tom no other sourcc.

City

-

Social Secudty Numbe.

(+ou) szz- - L6)z
MnbcCs Darlim. Phonc Numbcr

S€nd odginal to lhe MPEM -Canary copy for member - pink copy for fhancial institution

-L. C ,UAAO \o^J d(.^Ji)

F.\Buvb*k\Rol106T@lnALLREV06.?ooJ.d6



l\4arjorie,
ljust put the rollover request documents forTIAA-CREF in overnighi mail and have sent
copies to you as well, along with the rollover notification fom. This will be the request to roll
the CREF accounts in-full over lo you to apply to my ORP membership-servjce purchase.
Following the rollover transaction, please advise me of the remaining balance forthe ORP
purchase and we'll dealwith that.

As you'll se€ in your letter, I stjllwant to get the purchase plan nurnbers for the 5 y€ars of
one-for-five time as a single transactjon to see if we can't make that as simple as possible.
As I said I would do, I also sent you a confirmation and verilication request from our phong
conversation about the actuarialbasis data used for the quotations.

Hopetully all the above will arrive tomonow, or by Monday at the latest. I hope you'll have
the rollover payment from CREF next week.

As always, thanks for your assistance, and please let me know if you need anything €lse
from me.

Ed

Ed Sondeno
Bozeman, l\47

- K./^ tq.a-r-.r * 4q(

'*,4M<:Fy4 j4- /t,J\J .f *

- 
e,.o.,4/LrJ -6 tqq^*/ Saur.pL

, rar cutlz.a e- b*i*/

* s\!9

EXHIBIT
t

8B/2006 4:12 PM



tit
:,. " /

-'p
1012 S. Tracy, #8
Bozeman, MT 59715
05Sep$6

Kim Flaiow, Chief
M€mber Services Bureau
Public Employee Retiremer Administration
100 N. Pa*. Suita 200
P.O. Box 200'131
Helena, MT 59620413l

RE: Purcha€a of On6-for-Five SeMca Credit

Ms, Flalo\'v:

''@

Enclosed pleas€ find the Payoll Deduction Authodzation fo|m to purchase five
(5) yeers of 'One-br+iw' servics cr€dit a3 p€r your co€t quotation daGd
23Augft, (copy attached). As noted, this is for the 2.tmonth paym€r plan br 24
monthly paymenb qf 55,037.24, beginning in Sepbmber, 2000.

My t\,vo oubtanding infurmation requesb thal rernain b b€ add.$sed ar€:

. Provbion of a qJrant stabment of rry PERS account as soon as my
recer purchas€ of Membe.ship SE vice for my ORp sewico brm is
poated to my account

. Verification of lhe key acluarial elements included in lhes€ vadous cost
quotation3 as detailed in my written requ€t to Marjori€ Rorrley, daH
OlAug08.

Thank you fof your assistanc€ with thb process, and pleas€ coltbd me if there
arg any queslions.

Sincerely,

l€LaZU_.
l. Edwad Sondeno

EXHIBITrK
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M'nb€rs-ofrctircme't syslems administ€rrd by thc MPERA rnay pur.hasc various boca ofs'vica 
'.d€f 

thc tcrursiD Title 19 of the Montana Code Aanorated (triC.l). tf pu choosl to lay Uy t , a.i.ir.a puyoU dddd;;
must coo[ ctathir ircvocablc cooF.ct

By siSni[g this cont"act you.grcc to thc terEs ofritlc l9 ofthc McA, includidg thc folowiDg:l. This cotrbact forpafoll d€ductiotr_Eaylot bc revokd except ifyou &e or teroila6 employD€ol(Terlnilatio! ofemployment is dcfined in sectiotr t9_2-303. i{CA}.
l, Ury. 

"-lld*.1"1 r'3y paythc balancc duc for tbc scvicc beini purchascd urdc, this conFact Thcbatancc ducnust bc paid djEcdy b thc MPERA b a lwrp surD.

:1, "p9n 
d*t4 lo* p.ttc tnay pay dlc bdancc duc for rhc sdeicc bcing puchrscd lmdc.lhiscont act Tho

_ oarancc ouc mu$ nc par dutcty to trc MpERA in.lumpsurn2. The mhillum l€ngth oftiDe for this colrFact is 3 months and the rnaxirludr r3 60 montbs.3. Your employer must sig! thfu forE and pick up thc paymcDts (additioaJcorrtitutions; forputrhasiog
Y,.,"_.f":. NF:"Sh desiTat4 as eeefoycclootibotionq pur eruployer mus selld thc jal,ocats -
(acor'ouar conErbutrona) drrecfly to rhc MpER.q- .lou do not have thc optio! to dir€ctly r.ceivc theamou deducted for the payment.

4. While this conFact is ir effcc!, thc MPERA will accept payrncft o.{y ftoE your cEptoycf,. Thc
. MPERA will nor.accept p.ymeDt fioE you for tbc ty* of-servicc U;rog purctrascd by Ois coacact-J. rnrs coDtrad rr4tl oDly apply to coEpeDlation paid affcr thc complcted coutract is signed by you and
_ yoru ernployels audorizcd rcFescntativc, aad rcceived by the tripER {.6. You mry cnter hto motq th.aD ono contsact to purchasc ccnrica by pa)rroll dedrrtion- Ilovcver, a

subs€qu€ot conhacl may not dcnd thi, cont act

100 North Park Av€nue, Suila 200 - pO BOX 200131
Helona, MT 59620.{ri3i

(406) 4114.3154 or (87n 275-7372

PAYROLL DEDUGTION AUTHORIZANON

Codpl.te AI-L renairing bfruk! belorv .trd forwrrd to your em ptoyerty 1/Z4OG
I aSrec to the abore telms alld ditEct my employer to make the following deductions from my salaiy toyrcy"" , !"(J montbiof /-F.A--S- servicc under Scction lg- g -.5/3'MC1i.t*aff -oY,^T;-Tt*:",:,gFr"ry",qt"yi;;i$s;i'A;rt;.."rhZ? months starting no later than

month for

' I unde*tand fis cost sratemenl is valid for.to aaF 
""aTis "oo,prered 

form must be fled with thc MPERArv q/zz/ia - -"'-.

- ==' 
' / €l 

'L:n" -Signature of Member (employee)

.7, 6ov+eo Sovp.."zo tI_Ir {I__Namc of Member (employi4 - frintd Social Secudty Number

MONTANA PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION

Thc employer agrees to ltriti.te the deducdort r.quired by tiij cotrtract no later tba! g ie,) ld (,

M ?gy!r!11",5ag:g-!- qlsio(r
Jrgnarure ot r,mpto)€r Representative Title and Telephone Number bate.-

M€hber kccps pilk copy, e!'ptoyd kecps y€llow copy, aiit MPERA rccciacs whitc origirat forh.
FMCIIVES\I ttD.d^u|||^lll,62()o5-doc



PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION

10o N. ?ARlq gurrE 2oo
!o Box?00M

IIELENA, Ml 59620-0131

9r22tc6 511t.600,.1.t/it

_STATE OF MOMANA
IIII-ENA ({6) 4rrL3Ea
t:oLL EllEE.am 275-737'

ONE.for-FIVE COST STATEMENT
Augusl23, 2008

l. Edward Sond€no
1612 S. Tracy #8
Bo{ernan MT 5971 5

Thb cost stat€m€rn sh6ft ths amount cquirEd ro quatiry additional service credit Ssrvice purclas€d may b€ used for
relrem€nl calculatlons onlv. Thb s€Nico Do€! Not count towards tn. yesr: ot seMc€ required for minimtm ,atir.ment
eligibilily.

Years €llgibl. to pu.cha8€: 5

TOTAL DUE 1br 5 y.3r3 ot.siMc6lf patd qr tufl bFs

sewal optioft .rs avaibbr€ br purchasng ntiu seruic€: (r) pav rha baranc€ h tut by 9r22n6; (2) Rortover or t"ansf€, tund. fom
:i:p:qb pqi 19 pay the lotal du6 by gUloe: (3) Mak€ afrsr-r€x dionrhty paF€ott (rEi pay.nent mlsr b6 r€cah/€d by MPERA bye,4uor; or (4, Ir you ara an acL€ m€rnber, mar6 rhonthty bI detenEd payrn€.ts by payro rl€&cdon.

|fvou don t pav in turr o. b€gin a moov psyftelt ptan bv v22loo. flb cost sratem€nt b€com€! Invarid, Fadial paym€nts (m{ov€.
or ransEned) wirl pro.npt a .€vi€€d co3t stalemerd tor lh€ Emabing bab,re du€. Rotbvor o, tund tsansfeE eduir comd;ton and
filing lh€ €rdosed Roiover/T'anshr Notifcalion. your rcltov€r comp-any may abo reqlnE lh€ comptetbn of spdific foma - €aso
contact them-

ryou-€l€d a nontfly paym6nt pran, yoLl nay onty purctas€ ono y€srat a tins. LJpon conprstion orpaymer br on6 y€€r, conract
our orfica to.-$6 cost ot ary additonal yea* of s€rvic€ you roy wbh b pu-hae Intereslwitt b6 cr'a's€d on any unpaid r€tanc6
e! rhc-.rts o'f,g%. You_ msy etecr lo m?!.6 dcnhty Feyneats, starfng 

^o 
!.rer ,iai _o/?jo€, Bstow are paymenr ptafls lo choose

rom. Again. if you dont pay in tutl or begin s irgrr mdnt ptan by 9/2210€ lllb cost slatern€nt becorr€s hvatid.

12 Monlhs 99,701.32 4A Montls 52.712_07
24 Monlhs $5,037-24 60 Monhs 52.245.7836Mon$B 53.485.64

lf vou eted to mak6 monthry pavrort dedncdons tor rh6 quarificauon of rhb s€;cs, thc arldos€d torm i! required. pteas.
compl€fe lhe iorm ard have your derk sign ai sooo as possibl.. Fters. Inronn you, p.yiofi ctsrt tht, b a On€ for Ftuo
paynent (cod. 04o). T}'a brm filst be reiJn'ed !o MPERA befor€ ths i'st paym;nt is-rdeiv€d. tnsElned payrnert! rnsde
will bo held in your additional contribrnjm a.count Failur€ to mak6 an iflstattm€rn payrnent tortuits the nght lo ;ati€ any tudh.r
paymenf!, and proportisnal s€wic6 ci€dit wi b6 grdnt6d.

Tie requiied fo.m b endoE€d it you wish to rofiov€r or transfer tunds from another quatified ptan. tf yott hav€ any $€s[orc,pfaase confact, Kim Flatow, Msmbe. Services Anallrst d (4mt 41+1154.

DISCLAIMER: Thi3 cost stiatsm€nt js valid for 30 days. lt is based on your r€tirement plan es set forth in lvlontana staMes
and administered by lhe l\,'lPERA. ltwas cdc|rlaH using the beneft slructrrB and'actuariet fac{oB in effect asofthb date-.
The actuadal facloF al6 drrently b6ing chall€nged ln a couat of lawr lf a law$jt rssults in a change b ho66 factont, lhag
cost staternEnt may become Invatkt. The co6t may incEaso or d€cGes€ ev€n if you havo paid t+ baboc€ to full or aro
involved In a s€rvlca p!rchas6 contrac!

"AN &UAL OPPO nWrt alptoytx
F:\BUYBAC(SU Fo.5 doc
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Kim Flatow, Chiet
il€mber Seryices Bureau
Public Employe€ Retirement Administration
100 N. Park, Suite 200
P.O. Box 200131
Helena, MT 59620-0131

RE: Outstanding Data Requ$ls

Ms. Flatow:

,t@

I have two outstanding dala requesb to the PERA that have not vet been
rBponded to, despite repeated requests.

Tho first item is my request ioa an updated, curent strat€flent of my accounl,
Inorcalng my current tems ot membeaship seavice and se,vic€ credit.
l_realize you nomally send out account staements onty once a ya.r,'UU f t"af
thb is a reasonabl€ requ6t, giv€n lh€ substantive changes thatia"i o""urr"a to
my account over lha past few months. Atso, I urg6 the PERA to implement some
Krno o? on-tine ac@unt access for its members. Even if tiis r,lere simpte
inicrmalional, read-only 1ccess, it would be very useful, and I would expec{ it ro
enmtnate the need to mail many ot the annual account statements to your
memberg, saving PEFIA those expenses.

The second ilem is the verification of lie key elements included in tl€ actuadal
calculations used to pricE my recent membCrship service and service crcdit
purchas€s (since I don't have access to the acluarial calculation), I made a
written request for ihis information to Marjorig Rowl€y on O1Aug66, as well as
additional verbal requests sincs then. I hive my notes from my-conu"n.fion ,ittr
Ms. Rowley on th6 topic, but a written clarficatjbn ftom pERAis appoprlab. nis
should b6 a simplo request that can be readily answe.ed from the'donitruction ot
the actu-arial formula, and I fe€l this, too, is a very reasonable request qiven lie
magnitude (to me) of th6 purchas€s invotved 1t obubt many peopia woitd
purchase a house for a third-of-afli ion do aB without kn;wing iE locatjon, size,
etc.l). Again, thE tour items l,m requesting verifcation of are as-follows:

1. Vvhat compensation levelwas us€d to calcutate my purchase costs?

EXHIBITtL



PERA Outsiandino Data Reouests. po 2l2:

2. As noled in statutB, firy ORP time purchased into the PERS Defined
Benefit Plan has been credited as 'membeFhip service', counting torrards
oligibility ior s€rvice retirEmeot (As noted in the quotatioE, the 'Ona-for-
Five' purchases tvouH purchasa addilional s€rvice-ctedit incrsasing
retirement beneft payments, bul not eligibility for tetirement )

3. Since my purchas€ of ORP time resulb in membeFhip service in
ex6e3s of 25 years qdited to my accounl, the higher seryics factor of 2%
per year of membeFhipservicdsewi:ecredit was us€d b calcuhte fufulo
reiirement benefts.

4. Ths 3% GABA presently in statub was used to calculate ftrture
retirement benefits.

Please provide me a written vedficalion that lh€ above ibms r.vere included in tha
acfuarial calculation for the quotrations I received (and in the cas€ of f1 , thE
amount used in the calculations) and are conact for the benEfit iac'toB puchased
tor the costs I've incuned.

Thank you for your prompt atiention lo lhese rcquesE.

Sincerely, A ,/At <!q/L_
l. Edward Sondeno
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f.a,Z
2.ta&-d<PUBLIC E1VIPLOYEE RETIREMENT ADMINISTRATION

ap€Ejnr-gov

OF N/ ANA
EELENA l,O5t r.l,Ltrla
TOL! FRIE llrn zTriaTr

Oecember 19, 2006

l- Ed$rE d Sondeno
1 61 2 S. Tracl tt8
Bozeman Mf 5971 5

Dea. Mr. Sondeno:

TOON.PARK, SUITE 2OO
PO BOX 

"Otr1HEISNA, Ml 59610-0131

I
I

!{ks lou for.your recent inquiry regading youa retirement accour witi the publc
trmp|('yees 

.Heti.ement System (PERS). pleas€ accept my apotogy for th. dglay inrespondlng to you. we haw been impacred uy tre arle nim'oeriir"qu""gioii"nu"ry r"esdmate! from membeB

l:.:l :.tr. r.".gef of PERS, you havE purchassd previoG s€rvhe for rotirement creditYou 
_wer6 

prerioust employed with Montana State University. you receiveJ t i;mp sumdislribution of yoq. .etirB.nenl ac.ount in 1994. yqu luEnaaedyo--tt rffir-,r._*ftnodlof rlrlrdsdsc*can thodatriot u r empbfr"m *".ri"*liji#i-tir"gr,
Nov€rnbe! 1gqLr This servica purchase is borh ;;be;hip s-e;;;;i j iuiri"" 

"r"oir
Suhequentv, you reque3l the clst to purchase s€rvice with thg Optional Retirement
Program (oRP). Your oRF s€rvhb w;! rrom o€c€-b€" ii93 u,-'"-si ii'firary zooeUpon completion ot ths se.vics purchasg for thb ORp employment, you accrued 1Z yeaF
and 3 montht of both membership s€rvice aod sswice cr€dii,l

You arg also cunentty invofued in the cosl to purclEsE fivo yeaE o, OnE for Five s€wtce.On€ for Fivs s€rvica b nol membershio seJvic€, and cannot be used to ,""if, in1uflVretirement status. ptease reference 1i:}.S13. MCr'u

1$&513, Appricaton to pu.chass eddidonar se.vice. (1) subjec{ to .r $.gs 14, a member withat te€st E y6a,s of membership servico mey. at any urie Ufie retirement, iifi 
" 

*rittunappticaton witt tro board to purchase t y;t of 
"jairtn"i ""r"i"o "r"jtt'd, "lJr, 

s y""o ofmefib€fship se,ric€_
(2-) To purchas€ trris service credit under tiis secton, a member shaii pay the actjarial costoJlhe servica qedit bas€d on ths system,s mosl recent actuarial valujdo;- - -

t.r, |'erutc€ cradn pirrchas€d undEa thia saciton is not memb€Ehip ledlco and maynot be used to qualily a member fo. lsavico ,odrom€nt

When purchasing you| refunded seMce ftom January 1979 _ November 1993. voq wererequiled to repay rhc amount ot your retund ano ure tirteresr th j tuni;;;6ili,; 
"*rU*had they rBmained on Oeposit wrtr pgRg

[r']fi]f;



l. Edward Sondeno
Paqe 2

Enclosed are the actuarial tables used to compute the cost of your ORp seJvic€ and your
one For Five service. The comDensation uslo to prepare *16 cosioivo- 6-Cp ""ri"was 975,263.10. The cost to purchase any Other public iervice 

"na 
<i,i" fo#i"" 

""*i""was compuled, using the comDensation information received from the Tea;he; RefirementSystem (enclosed) reffected as $73,989.99 fo, rv Osroa utiriinJ i"i i""iii" Jf rl, 
""r"ry'and two months ot vour compensation from SD#7 Bozeman was-use in lhe computattonsfor Vour ORP and One for Fiv6 service.

The cost comoutation to Durchase your oRp service and one for Fivg servica is conect.
I ne c|oser a member gets to retirement, lhe more expensive the cost becomeg.uurre ry vou have over 25 yea|s of service credil Wheft vou reft.rgjvou,vuilt,reeeiv6 ai.f 

_ -
monthly benefit based on 2oi6 of your highest averagE compensallon. fn oieiio receiw tfre
.cjla:a,l:e-ed 

Annuat.Benefit Adiu;hnenr: (cmlt, v-ou muJt bt;rir"a ii, ii ,oitn". 1,"
3L 9Pl-1"f'-"*^: th^er_.eceived with rhe next January t.nerrt-f.yr"ni. ioi"r"rnpr.,you reliTe on June 30, 2009, vou would be retired tro 12 months on.fi,fv i, ZO1O-, anofirst GABA increase woutd become effective wi0r tne linuarv zbii o",irii o"uil.n,.
A-n_ew-annual statement willbe generated and mailed direc y to you, home address. Thedata 

_bas6 manager who De.forms this function is cunenttv out of itre omce. G soon aspossible when she retlms, the statement wilt be mailed. i 
"nti.ip"t 

f,"ir"tu,n next week.

Itvou have any questions, Dlease feelfree to contact me at anv time.

Sincerelv.

1'-1t *_
Kim Flatow
Mcmhcr Scrviccs RUrca Chiet
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SYS: 01 MEMB ID: III NAME: soND&.Io
FISCAL YEARS

MONTANA PERA
COMPENSATION INQUIRY

2004

usER _ CV03 o 4
L2/L3/2005

PI,AN ELECIED; DB
20 05 2006 2oo.r

'742L.O6
.7 42L .06
742L.06
7421 . 06
142L,05

MONTHS 2002
JUL
AUG
SEP .

ocT
NOV
DEC

MAR

MAY
.TL-N

6849 .97
6849.97
6449 .9'1
5449 -97

27399.8A 37rO5.29
STARTING DAIE FOR 36 MONTH RANGE:
HIGT{EST 36 MONTH RANGE STARIS:
EIflIER=RETIIRN, PF7=BKWD, PF8=F,,ID,

TOTAI, FOR RANGE :
TOTA! FOR RANGE :

MENU, PF12=CAiC, CLEAR=LEAVE AppN
L2 2aO3

PF10=PREV
64,505.a7
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lfages/pld {€xt Dara

RT'TO2D
s;iir:il:li:i:.i"s".:3:';"3"H3""i'l"Y:3;
wag.r and contrlbutions (By Fiscsl y€a!)

- 06/ 02/2006
L2|27

Merlbe! ssN 

-l 

goNDrNo, rr/,E.R E

Fls c
Year

o5,/05
04/05
03/a4
o2/03
0r/02
00 /oL
99/00
9A/99
9'7 /9A

94,/ 95
93/94

Actual
litages

.00

.00

.00
,00
.00
,00

8Pg

,00
.00
.00
,00
.00
.00
.00

Re$rIa!

.00
,00

.00

.00

.00

.00

.00

.00

AddIL
Cont!1b

.00

.00

.00

.00

.00
,00
.00

Cont!ib

.00

.00

Inte!e9t
,00
.00
.00

.00

.00

.00

Y!!

.00

.00

.00

.00

.00

.00

. wageg
73999.95
64 638. 5o
643€ 8. 5{
53S14.0 4
60615,08
s8315.56
5779 e . 61
549{6.71
53293.23
50200.26
41204 .43
44 8 65. OO
25666.69
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]'IMO'|HY C. FOX
Montanr Attomcy Ceneml
lvllCllAEL G. BLACK
J. STUART SECRI]ST
Assistant Atlomeys General
215 North Sandcrs
P.(). Box 201401
tlclena, MT 59620-1401
mblack2(tmt.gov
ssegrgst@mt.gov
Phon€r (406) 414-2026, Fax:(406) 44,1-3549

COUNSEL I'OR DEFENDANI'S

RHAEflVFD
i u,\ l6 2014

'l!trfijf,rSii:#o

MONTANA FIRS"T JUDICIAL DIS'|RICT COURT
LEWTS AND CLARK COLINTY

ASSOCIATION OF NION'TANA RETIRED
PIJBI-IC T]MPI-OYEIJS, RUSSEI-L WRIGC.
MAI{I-YS I IUITLI}ER , CAROLE CAI{EY,
I. EDWARD SONDENO,

Plaiiltifl's,

SI'A'IE O}- MONTANA, MONTANA PIiBLIC
]JMPI-OYt]E RN'IIRLMENT
AI)MINIS'TR 'I'ION, PUI]LIC EMPI,OYI.]F,
ItE llRIiMflNl' BO;\RD, C()VFIRNOR
S-fliVE llULL.OCK. in his ollicirl capacity,

Det!ndants.

Rf,OUEST FOR ADMISSION NO. l: Plcasc admit that llB 454 oithe 2013

Lcgislative Scssion as originally introduced did not rcduce the Guaranteed Anrual

Benclit Adjustment ("CAIlA).

RESPONSE: Admit.

Cause No. CDV-201i-788

DEFENDANTS' RESPONSE
TO PLAINTIFFS' FIRST SET
OF DISCOVERY REQUES'TS

??
Dt It \D^\ TS RLSPO\sI tOPLAt\' fFs IlR!tSF.tOFDl



RESPONSE: Admit that Mont. Cods Ann. $ l9-3-2106 states "fe]mployees

choosing tbe denned contribution plan or the ut]iversity syslem retirement program

pursumt to this part do oot have a aontact right to the specific lerms and conditions

specified in statute on lhe date the employee's choice becomes efttctive."

REOUEST FOR ADMISSTON N0. 26: Please admit the Mootana Legislaturs

has not limitcd the conlruct rights ofmenllrgrs ofthe definsd bcnetit plan as it has fbr

others in Mont. Code Ann, S 19-3-2106.

RESPONSE: Objection, the phrase'limited the contract rights" is vague and

ambiguous. Without rvaving the objection, deny.

REOUEST FOR AITMISStoN No. 2?i Please admit that the l.egislature could

have enacted a sim;la. limited confact right as it did in Mont Code Ann. $ l9-l-2106

appljcable to the mcmbers olthe detincd benetit PI]:RS plan, bul has rot done so.

BESPQN!& Objection, vague and ambiguous ard calls lbr speculation Without

lvaving thc objection, deny.

Rf,OUf,sT FOR ADMISSION NO. 28: l'lease admit thc inlbnnalion in the

Alfidavit of L Udward Sondcno. alached os llxhibit B, is true, accurate, and coffect.

RESPONSEi The State adrrlils the t'rcts set fo(h in paragraphs 1.2'3.4,5"7

itnd l0 of ths Atndavit.

As to paragraph 6 ()1'thc Aflidavit, the Statc has insuf'licient inibrmation lo

determine what "bccame obvious" to Mr. Soldeno. aud therefore denies the same- 'fhe

Stat€ admits the renaindcr ofparaggaph 6 ofthe Affldavit.

DEFgN'AI{1'S' Rf,SIONST TO f!A]NT'TITS' FIRST Sf,T OF DISCOVTRY REQUESTS
Prs. I ot 29



' MOTHY C. IrOX
MontanaAttomcy Ceneral
MICIIAEL C. I]LACK
J. STUART SEGREST
Assistant Attomeys General
215 Nonh Sandcrs
I'.O. Box 201401
llclena, MT 59620-1401
mblack2@mt.gov
ssegrestfAmt.gov
Phone: (406) 444-2026, Fax: (406) 444-3549

COUNSEL FOR DEFENDAN'I'S

RECEf;VFD
.iufl i 6 z0l4

'i3[Att'ifiii:ilc

MONTANA FIRST JUDICIAL DIS'IRICT COURT
LEWIS AND CLARK COTINTY

ASSOCIA'TION OIT MON'IANA RETIRED
PI'BI,IC I]MPI-OYEES, RUSSELL WRICC,
MAI{I-YS IITJRLI}ER'f, CAROLI CAREY,
I, EDWARD SONDENO,

Plaiutilfs,

SI'ATE ()I. MON'TANA, MONTANA PIJBLIC
]]MPI-OYTiI] RiJTIREM[,NT
AI)MINISI'RA'TION, PUI]LIC EMPI,OYt]Ii
RETIREMENT BOARD^ GOVBRNOR
SlItVIr llULI.OCK, in his ollicial capacity,

Det'endants.

Cause No, CDV-2013-788

DEFENDANTS' RESPONSE
TO PLAINTIFFS' FIRST SET
oF DrscovERY REQUES'rS

REOTJEST FOR ADMISSION NO. t: Plcase admit rhatllB 45,1 ollhe 2013

l.,cgislalive Ssssion as originally introducad did not rcduce the Guaranteed Annual

Beneilt Adjustment ("cAIlA).

RESPONSE: Admit.

EXHTB|T

2Lt
DEFETDTTN',IS' RtS POt\SO TO t LAt'\',nFFS' !'t RS',f S ET O t' DTSCOV



REOUtrST FOR ADMISSION NO. 12: Please admit that House Bill 632 did

not pass the 201 I Lcgislature.

RESPONSI: Adrnit.

REOUES? FOR ADMISSION NO. 13: Plcase admit that House Bill 382 did

noi pass the 2013 Legislature.

RESPONSE: r\dmit.

REOUEST FOR ADMISSION NO. l4: Pleose admit that at valious times lionr

2001 to 2013 the Mortana Public Lmployee Retirement Administratioo ("MPERA") and

its employccs through retirement trainings, helplines, be||etil estimates, empioyee

handbooks, among other things, inlbrmed PERS mcmbers and retirces that wcre

employed prior to June 30, 2007, that they would receive a 370 CABA.

BEqlqNg& Admit.

REOUtrST FOR ADMISSION NO. l5: Plcase admit lhat at variotrs timcs liom

2001 to 2013 rhe Montana Public Iimployce Relirement Board ("I'ERB") and its

employees through retiremeot trainings, helplines, be[efit estimatcs, en]ployee

handbooks, among other things, informcd PERS mcmbers and retirces that were

employed prior to June 30. 2007, fiat they would receive a 30lo GAIIA.

Rf,SPONSn: Ad$it, rvith qualifications. PIiRB does not directly put on

rctirement trainings, ctc,, but MPERA has informed mcmbcrs they would receive a 3%o

ddjustnent on bchalf of PERB.

DEFTNDANTS' RESPONSETOPL.\INTIFFS' TIRSTSYTOTDISCOVIRY RgOI]EStS
P.8e 5of29



.IIMOTHY 
C, FOX

Monta[a Attonrcy Cenelal
NIICIIAFL G. BLACK
J. STUART SEGREST
n ssistant Atlomeys (leneral
215 North Smdqs
I'.0. Box 201401
llelena, MT 59620-1401
mblack2(fmt.gov
sscgrest@mt.gov
Phone: (406) 4,14-2026, Faxr (406) 4.14-3549

COUNSET, I'OR DEFLNDANTS

RFAEryFD
juN i f 2014

'lglfl{jYiliii:il

MONTANA FIRST JIJDICIAL DISTRICT COURT
LEWIS ,4ND CLARK COLNTY

ASSOCIA'IION OF MONTN NA RET]RED
PI JBI"IC IiMPI-OYEES, RUSSEI-L WRIGC,
MAITI-YS I IURLI]ER'l. CAROLE CAIIEY,
I. EDWARD SONDENO,

v. 
Plaintifl's,

S]'A'I-E OI. MON'TANA. MONT,\NA PTJBLIC
I]MPI-OYEN REIIITT]MENT
ADMINISI'RA'IION, PUI]LIC EMPI,OYHi
R1: I IRI MI:N I' BOAItD. ( iUVI:RN()II.
S'fEVt BtJLLOCK, in his ollicial capacity,

Detendants.

Cause No. CDV-2013-788

DEFENDANTS' RESPONSE
TO PLAINTIFFS' FIRST SET
OF DISCOVERY REQUES'IS

REOIJEST FOR ADMISSION NO. l: Plcase admil that llB 454 of the 2013

Legislative Session as originally introduc€d did not rqdrLce the Guaraolced Annual

Bcneiit Adjustment ("CAIlA).

RESPONSET Admit.

EXHIBIT?rDiill:iD,\i\'rs RrsPotsE To PlAtN FFS'rtRs'r sEToF Drscoy



ANSWERI Objection, this inlerrogatory is overly brosd, vague. and unduly

burdensomg becauss it does not identily a subject that may have considcred alternativcs

(altemotives considercd by rvhom?) and does not contain a time pcriod, Additionally

why certain altematives werc not implemented, when ascerlainabtc, is a natter of

legislalive record, as acccssible to Plaintiffs as to Defendants, and are availablc to

Plaintifls pursuant ro Mont. R. Civ, P. 33(d).

Without waiving thc objection, potentially responsive bills and measures proposco

in 2011 ard 2013 ofiering altematives include:

LIB 383 (2013) and LIB 632 (201 l); ltB 338 (20t 3)r SB 333 (201 3): HB 122

(201r),

REOUEST FOR PRODUCTION NO. l5: Please produce all rraiDing

mate(iols. emaiis, presentatiorl outlines and documents ofany kind including

electionically stored information, rvhere you represent that Anv slate, county, or local

govcrnment e,nployce will be cligible to receive a 37o CABA.

RnSPONSE: See MPF-RA documenrs rcl'erencirg the 37o GABA on the ottached

CD and attachcd VIIS Cassctte. Enails are gcncrally only retai ed by MPERA t'br30

days. Most cmails rel'erencing a 3% GABA rvould bc signiticanrly oldcr. Those that

rvere locatcd ailer a reasonable search was conductcd arc includcd on the CD,

RnOUEST FOR PRODUCTION NO. l6: Please produce allrccords. alld

documcnts ofany kind rvhere you discuss it ary manner a sta1e, counly, or local

goyemmcnt rmploycc bging eligible to rcccive a 3% GABA.

RESPONSET See documents on the altached CD and attached VHS Casseue.

DDFnNITAI{TS'RESPONS0 TO PL^lNrraFS' nRS',t sET Or DISCOVERY REQUESTS
Pilc 16 of2)



@nEcnoNsf

For Active
Mernbers, Employers

and
Legislators

'''p 
very leglslatir€ session. numerous bills ate inuoduced (or

{-.f rumored ro be inroduced) thar affecr the rerirement sysrems
aqrdmstered by rhe Monrana public Employees' Redremenr Board
@oatd) and the Nlootana public Employee Retirement Adminktrarion
(MPEM). This 2007 I-egislative Session wrll be rro different The
purpose of this newsletter is to inform out members aod employers
of the bills proposed by the Board and some of the rctirement bills
proposed by othet paries.

Circumstances change frequenrly and rapidly rhroughour thc course
or eny legNlatrve session. ThN means rbai ir! nevet over undl itt over.

:urrent 
proposed bils may or may nor become lavz Regatdless. rhe

tJoard and MPERA will moniror and assess all proposeJbr,ls affecting
retftelh€nt and-wlrk to safeguard and maint^in o, i-pro.,. .'ou, i.tir"l
ment plaos arld futures.

Aryone interestedin trackiog ietirement-lelated bills or takjr€ ari
actrve tole advocatiog for reti.rement issues may want to visit
tlp//laws.l

2007 Legislatiw Session - wnot uoy a" ii8"r..........t
Propued Bilts ImWt _ pubtic Enployen ....................,..2

1s/lawsO7/lav{203q'

Y-O^UR R-ETIREMEM BENLFITS ARE 4 PROTE( | LD CONTRACT R.rjHT.
.PROPOSED BENEFIT CHANGES WILL BE FOR NEW Mf,MBERSOI,"Y

Proposed Bi s lnryt - De./ined BeneJit Menben ...........2



lDot€l

[Fint name Mi l,ast namel
[Address ) ]
lAddless 2]
lAddress 3]
lAddress 4]

REr lRetiremont Nunb€r]

Dear lFirst nalne Mi Last namo]l

Your.net payme jn the amount ofl$Warant Amountl is being sent dirccrly from lhe Depa(ment of
^ornrnr$raron. 

I h,s paymenr represents your reriremenr benefir for LBenefi! Dale.lwhici includes anyreroactrve adJuslments and authonzed |rx or insurance deductions. your effective d;e is [Retir€ment bate.]Your $oss monthly benefit is lcrcss Benefit.]

]""-l y:]1.::1. ryl g.ss monrhty-rBtiremenr benelit foryour tifetims. This bGnefit will inqeas€ by 3%eac,' January atter you have been rctired for ono year, in accordadc€ wirh the Guaranterd Annual BenefrtAdjustment (GABA). Authorized deductions fo; in*.-." o. tu*", *iii a""**" u,i. pay."r,t u."""t.
llpo-n 

yo-ur passing, any remaining balance ofyour accumulated contributiorN wltf Oe piij to your
Denencral] tn 9lumo sum.

Ito::,fjlr-":"11.!.*q, *as catcutared using th€ benefit structure and actuarial factors cun€niy in €ff€cr.
Jnour0 tnese lactors chang€ as a result ofa pending lawsuit or other action, your retirement b€nefit mightchange accordingly.

1:t^.:_:::r::lg ll-"t*s{overed emptoymenJ there must be ! 30-day bresk in serrtce and you musl,ccept your Irst retircment benelil.

,',1"r:.: l"^y,,: l9$I:"ered employmenr. your emptoyer mwr report the hours worked and your gross

:"1{:,:T:". t1:RA monthty: you mayrerumto pERS-covered employmenr forupto9i0 hourg in
any carenoar yqr. ttJouexceedfie960hours.yourmonlhlybenefi!wiubereduced$lfor-each$l

:,1T:1f ]ll^:tj:j: lj ]*,s of ase or otder. you are subjec( ro eirher fie e60 hoiitiiit"rion o, y,, *uy 
"o.n::_T1:ll:id:. y.ar) - amount that *hen added ro your annuat rerirement benefit. does not exceed your

:::11,-l'*:"j l**c" "-":fnsation 
(adjusted each January for inflarion) whichever provides the gr€ater

€amrngs. ll you are ag€ 70 ln. there are no eamings limitations.

Ifwe can b€ ofassistance, contact our office. ptease uso youf retirement nurnber, referenced abov€, on any
conespondence regarding your r€tirement benefit. The b;nefits ore disbrrseO t'tre last wo.Hng Uoy of
each month.

IMPEM t Namel
IMPEM I Dept.l
IMPEM I Phonel

Option # I

IMPERA 2 Namel

IMPEM 2 Dept.l
IMPERA 2 Phonel

I:\RETIREES\Overbt \Overhy OPI I rinatB.nctuLc(d^!!.{toc REV 32007



IDate]

lFirst narne Mi Last namol
lAddress ll
[Address 2]
lAddress 3l
lAddress 4l

RE: IRetirem€nt Nunberl

D€ar lFirst nams Mi Last namo:]

Your,nel paynentin rhe amounr of [gwarant Amount] is being sent directly ftom the Department of
lillljlili',".r1 . 

, n,..p"yment Epresenrs your retircme,rt benefit for [Benefir Date,]whicir incruoes anyrelroacuve adjustrnents and authorized tax or insurance deductions. your eflectiv€ d;e is [Retiremgnt Date.]Your gloss monthty b€nefit is [cross Benefit,]

Ijl y"'11:"::1. ry C-ss 
monthly,rerir€menr b€nefir for your lifetim€. This hnefit wilt increase by l%

Eacn January after you have been retired for one year, in accordance with the Guaranteed Annual Benefit
Adjustment (GABA). Authorized d€ductions fo; insumnce or taxes will decre;;;i;;"yr";; 

"r""rr.Y-o^"lf:._o3ll* *: *me monrhty paymenr will conxinue to your contingen, unnut,iJioin, ,ong u. r,"

i,l-.1"-,llil: ]i" T"y 
b" 

"ble 
!o r€verl to an Optior #t payment if(a) your conringent annuitant predeceases

f:_:t-,:lryi *o y9ir."ontingent annuiranr divorce. Contacr our oflice for the prop"r pap.r*oik. This
cnange must occur wjlhin I 8 months of lhe ev€nt.

L":,'j:lr:l"jil*"lt lvas calcuiakd using the benefit structure and actuarial factors currenljy in eftect.
Jnouro hese nctors change as a rcsult ofa pending lawsuit or other acdon, your retirement benefit might
chang€ accordingly,

5^r"T-T1:"XllF 
,"_l"*-(ovcrcd rmptolment th€re must b€ a J0-day brerk in service srd you mustlcccp.your l|]3t retirement b€nelit.

ll*:S"llt: Tl"::"ered employment, you slt!! report the hours worked and your gross wases eameo

L"^l"]'iT iolllll y^ou may retum to pERs_covered employrnent lor up to 960 houBin any c;,endar

1!i1-^i,"y^"1 11y,T",ou hours, your monthly b€nefit will b€ reduced $t foreach gt eamed. Ifyou are

l]-1i1'j it i9.l.1"lo"r:you are subjecr to either the 960 hour timitarior or you may eam (in any iatendaryear) an amount lhat. when added to your annualretirement benefi! do€s not exceed'your annuaihighest
average_compensation (adjust€d each January for inflation) whichever provides the greater eamings. Ifyou
are age 70 I /2, or work for a non-pERS enployer, there are no eamings limitations.

Ifwe can be ofassisfanc€, contact oul omce, pleasel'|se your retircment number, referenced abovc, on anycorespondence regarding youf retirement benefit. The benetits are disbursua tir" i".i 
"oir,lig 

a"y ol
each month.

Option # 2

IMPEM 2 Namel

IMPEM 2 Dept.l
IMPERA 2 Phone]

[MPEM 1 Name]
IMPERA I Dept.l
[MPERA I Phone]

l

i3
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lDot€l

lFirst narne Mi Last name]

lAddress ll
lAddress 2l
lAddress 3l
IAddress 4l

REi [Rstirenent Number]

Dear lFirst nam€ Mi Last namel

Y:11.1:1p:fr.lljl th. 
"mounr 

of [$Wanant Amounr] is being sent directly fiom rhe Deparinenr of
Aomrnrsratron. I hrs payment represents your rctirement benelit for [Benefit Date,] which includes any
r€troactive adjustmenls and authorized tax or insurance deductions. y;u[ effective d;e is lRetir€ment bab.]
Your goss monthly benefit is lcross Benefit.]

I-"^i y]ll]":":": ,* q"ss monlhty rerirement benefit for your tifetime. This b€nefrr wilt increase by 3%
each January aner you have been retired for one year, in accordance wirh the cuaranteed Annuai Benefit
Adjustrnent (oABA). Authorized deducfions fo; insurance or taxes will decr€ur" rhi, puvr"n, urornr.
UponJour passrng.one-half( l/2) ofrhis monrhty benefir wiI conrinue to you, 

"."il"gi"ir"""t,-,(oenelrcrary) Ior as long as he or she lives. you may be able to revert to an option #l payment if(a) your
confingentannuilanr pr€deceases you or I b) you and your conting€nt annuitant divorc€. 

'Contact 
our offic€

ror rhe proper paperwork. Th is change m ust occur with in I 8 months o I the evenr.

Your,retirement benefit was cajculaled using the benefit structure and actuarial factors cuffenily in effect.
J,lou ld these facrors change as a resu lr of a pending lawsuit or other action, your rctirement benefit might
change accordingly.

Bc-fore rdufiing toPERs-covered emptoyment there musi be a 3(!day breskin service and you mrst
accepl yorr lirsl r€tirement benetir.

Ifyou retum to PERs-covcred employment, you must report the hours work€d and your grcss wages eameo
to MPE&A. monthF, You may t"tum to nens-c;t*d ;rnptoyment for up ro 960 iours in any catendar

[ill-lly"." "**d.,f" 960 hours, your monrhly benefitw;ribe reruced $i follif,Tiiamed. ryou a.eoJlears or age or otder. you are subject lo eirher the 960 ho|]r limitation oryou may eam (in any ialendar
year, an amount that, wien added toyour annual retirement benefit, does not exceed your annuaihighest
average_compensation (adjusted each January for inflation) wh ichever provides the gieater eam ingsl If you
are age 70 I '2, or work for a non-pERS employer. ftere are no eamings limiations.-

If we can b€ ofassistance, contaci our office. please uso your retirement number, referenced alrrxe, on any
cor€spondence regarding your retirement ben€frt. The benetits are disbuNed the last worklng dsy of
cach month.

Option # 3

IMPERA 2 Nanel
IMPERA 2 D€pt.l
IMPERA 2 Phonel

IMPERA
[MPERA
IMPERA

Naftel
Deptl
Phonel
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THE CHOICE IS YOURS..,
THE TIME IS NOW!

EMPLOYEE WORXSHOP
Mortana public Employees,

Retiremant System

Montana public Employe€s,
Retirement Board

. 7 m.mb..t .ppotnted by th€

. Aulhority to p.ovids re t€hant Dlens
Io pubttc employess ecroia the Staie

. Trusio€i and flduclerio3

Itlontana public Employee
r(el|rement Administra0on

. Sr.fi to rn. MontrE publtc EDptor6,

',1l".fJ,e#:ixis[*1.ishr epr.r...d
- [u.ldr.l r.lk Onr.d

-n|c,h'Pelo'h



Defined Benefit Retir€ment plan
Guarante€s

. Guennt .d L{bumo

' GABA

Detined Benefi t Retircment
Plan Formula

aenrr't Eera on e FofriE
F.ctot

il.tr!r* ( ao*l
x

HlghiltAv.Eg. Co|np€ni.Uon
x

Sodt@ C6dtr

Membership Service
. O.(.ftrino v.sdrc
. ysnra..dd€| m6hb.r| to ttf.dm.

montnty b€.ofit (yvten oliotbtot

' voltdd !r I y..r! ot 4oro€Erro 6.ryj..'#:lTs"ffi#,;H*-



THE CHOICE IS YOURS...
THE TIME IS NO!T!

EMPLOYEE VOR.(SHOP
M@..s Pubtic Eoptoyc..'

R.&.Dor Sysr6

Mo[.aia public EDployec
Retircmeat Adminietraioa

's.ttr&6.McdrPUbl.EEP|oF.dnliddl

' "-i**,';gy1-*.'*",+.nr -d diir4

ffi'I@.b6*

.. putl.l,pror!., idiE'dr srjo eErg



Defned Bcn ft Retiremetrt Pbtr
Contributiong

The Pelrsioa Trust Fuld

. BepkrF od Enploy.t sribud@.d.c

- c'lM 'xlbiiit h.n.6'

.Iffihdn.6fft...on.

. E.hqdooTMt Fuil
..0.y.olo'|9'd@IGbEid3

De6ned Bedefit Rctiteoent Pl4rl
Guatantecs

. CA.BA



MPERA
"PERS Steps to

Retirement"

Montana publlc EmDlovee
Retirement Adminis-tsa on

. Si.tlnto $. lrdr.N pubi. EmpLrci

dfl,Hff ,f*lmll.!nr.!,.Er..d
-xdpd}dofu
-o6!fuh.rhe.in-t

-i!lr4P*.i06q!
- vd!nr-. F|tnte!,

' ilii,lg6ffgig.g3g;"sr, .,.rt _.:,

MPERA:

, t-811 -275-'1j72 (To -Ft.J.,
. 44.4-1154 (Hetena)



i.b

i9

Other Retir€ment platr8

. Individual Relircn€nr Accounr! (IM)
- TEdit@at D.duotibh

- Tradilidd Nond.dlctibl.

. Scction 403 (b) Tax Sh.tleEd Annuities

. S.clior 45? D€f.nc_d Compcnsarioo planI
- HM bay ofyo! a. pdlicjparjng?

Dofined Benetit Retirement plan
Contributions



MONTANA
PUBLIC EMPLOYEES,

RETIREMENT SYSTEM
MEMBER HANDBOOK

October 2001

PUBLTC EMPLOYEES, RETIREMEN1 EOARD
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THE CHOICE IS YOURS,THETIME IS NOWI

THE POWER TO
CONTROLYOUR FUTURE

DBRP
Defined Benellt
Retlrement Plan.

DCRP
Dellncd Cbntributlon
Retlrement Plan



Guaranteed Annual Benetit Adiustment

Whetheryou retir€ with a service retirement, an early retirement, or
a monthly purchase benelit, you are eligible lor the Guarante€d
Annual Benefit Adjustment (GABA). The GABAensures a 3olo

increas€ in your benefit from the previous year.. Other events that
increase your benefil will reduce the GABA but your totalincrease
will still be at least3%.

.14



THg CHOICE IS YOUR5,
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THE POWER IO
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Guaranteed Annual Benefit
Adjustment (GABA)

Whether you rethe with a service retirement or an
early retirement b€nefit, you ar6 eligible tor the
Guaranteed Annuat BenetitAdjus|menr (GABA). Th6
GABA ensures a 3% incr€os€ in your b€nefit cn€cxs
from th6 pr€viou9 year

Gu.ranteed Annual Ben€fit Adiustment (GABA):

. Ensures a 3% annuallncr€ase

' Eligible afre.12 months ofbenefjts. Effective wth the following January 1d benetit. Appii€s toi

- S€ ice retiement benefrts

- Eady retirem€nt benefits
- Disabitity benefts

- Survivorship benefits

You must receivg your retirement benefitfor 12
months before you become etigjbteforthe GABA.
Orce ehgibte. you willrec€ive yoLr iirsl increase In
your following January payment.

For example, it a padidpant retired on October I,
2001, she woutd become etigibte for the GABA on
October 1, 2002. She would receive her,irsl GABA
wilh her J anuary 2003 benefit payment.

ln addition to seryice and 6ady retjrement, GAB,q also
applles to disabilily and survivor ben€fits. That means
thal jtyou provide a survivorbenefit and you die flst.
yolr survivor will rcceive the GABA for lifo.

The GABA is rot tiad to jnflalion, butgives you and
your family some inllation protectiont

Five Year Vesting

You are vest€d in yow Deined Benoflt Retiremenr
Plan wh€n you complet€ iv€ yeaN olmemb€asnD
servi@. "Vesled' means lhat you ar€ gua€nte€o s
reliremenl ben€fr|when you meel the ags and seMce
requrrements tor s€rvice relirement or eady €lil€fient
previously described. Onc6 vested, you ar€ also
eligibl€ for djsability rstirement.

lf you terminate your €mployment b€for6 you are
vested, you may receive a refund ofonlyyour account
balanc€. Youa account balanco consists of you,
conlribritions and inler€st. ll does notinclude your
employe/s conlribuiions.

.40 vat. Z20tO2 .41
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Guaranteed Annual Benefit Adiustment (GABA)
Whelheryou retrre with a service retirement or an ear'y retirement benefit, you
arc elrgible for the Guaranteed Annuat Benerjt Adjustm€nt icABA). The ciBA
ensures a 30,6 incrgase in your bonelil from the pr€vlous veerJ

. Eligible after 12 months of benelits

. Effective with the foltowing January l,rbenefit

. Ensur€s a 3% annual increase.

. Applies to:

Service retiremeni benetits

Early retirement benefils

Disability benefits

Survivorship benefits

i
t:fi,m'" "' tj"o 

" 'nflation, 
but gives you and vou. fami'y som. inflation

Five Year Vestino

. You are vested when you comptete fve
years of membership servtce.
.Vested" 

means that you are guaranteed a
re(rement benefitwhen you meel the age
ano seMco reguiremenls for early or soflice

Once vested, you may aiso be eliqible for
disabrlity retirement

Rerhomber

V€stmgrn the Oefined Benofit Retirement ptan means you have thertgnt lo a benefit. The benalil is a tifetme cash iow in the form of
monthly retirement pavments.



MONTANA
PUBLIC EMPLOYEES'

RETIREMENT SYSTENI MEMBER
HANDBOOK

JULY 2OO4
PUBLIC EMPLOYEES' RETIREMENT BOARD
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2. Benefit Increases

The Gurran(cd ,\nnual Beocfir ,\{liJrtm(nr rC,\tsA) w l increaserour rcorement benefir every yexr if you 1rc eligiblc

GABA

:: ::l^ rnsurcs an,ncerse o[ rhree percenr over rhe prcviousyear. (\her cvcnrs uhich increrse your benerir wil rcjuce rhe:rmount vou gcr liom rhe GABA. It fhe orhcr increr\es :rre rhree
Dcrcenr i,r more. rhen vou wiJJ get no increrse from G.\B\./!$lt-2-l rl rnd l9 !1ftr5. t\tc,\)

'l'he GABA applies to:

. Service R€tirement Benefir

. Iiarly Rerirement Benefit
r Disabiliry Retitement Benefir
r Survivorship Benefit

It alsoapplies,to recipients, other than ftembers, such ,rs conthg€ntrnnurrlnrr .rnd \univdrs. It does not apply rr,: pers,rn recernng rhctump-\um ,ierrh p.rlment rs rn lrnurq:. '

Eligibllity for GABA Benefits

).",,1,,;:,^*l:' 
.,,mr r',,nJrdons h(fire ruu u,rt ser r fu,\e un(lcr

rcceiv< v,,ur b.nefi, ror u ltasr 12

T'l"jllt'l: '-''p'" .r )ou r(,iri.l , n.1ury r. 2'ror. yr,u wi mecr

illi.l,fliiii l'q":'(n'n rurv I 2o('s Yuu w reccvc )our
',, - | \,/\D \ rncre.r\c brrrnnrnq wrrh ruur lanurrv t, 2r ro(r, brneit xscxfl neJ on rhe n<:ft prsc.

5l



AT'FIDAVIT
OF

STEVE GARRISON

STATEOFMONTANA )
tss.

County ofLewis and Clark )

The undersigned, under oath, does hereby swear or affirm:

l. My name is Steve Garrison. Iresideat 1361 Bighom Road, Helena, Montana.

2. I am a retired public employee and member of the Association of Montana Retired
Public Employees.

3. Exhibit A is a true and conect copy ofthe letter I received after retiring fiom the
State ftom the Montana Public Employee Retirement Administration on or about
March 26, 2009 relating to the amou[t ofmy retirement benefit.

Futher Ailiant Sayeth Not.

DATED this 4"' day ofSeptember,

On this .lr" day of September 2014, betbre me, the undersigned, a Notary Public in and
fbr the State ofMontana, 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
and year first above written.

have hereunto set my hand and affixed my notarial seal on the day

A SERG.CARISON
lioTARY PUSLIC lof h€

OIcflalidfddol)
Rslldiig at H€l€fla Mon!.na

Sly Comnl$ion EjeirEs
A!0uJt28,2016

I

I

EXHIBITleu

STATE OF MONTANA
Atuber €, Qrll&



iJ ll ll:\

March 26, S009

S]EPHEN 
' 

GARRISON
6 FORFS,} PARK DR
cLtNcY MT 5963{

uoI

Donna Com{itl
Rotirde Dat$are Mlnase!
(406) 4445{55

N4ONTANA PUBT1C EMPLOYTE N!?IREME}r ADMINISTRATION
100 Iortlr patk Avenu€, Sirilo 200 - pO FOX 200131

HELEM MT 53620.0131
(40E 4{+31s or tolt rre€ $7n 2ft7tz

Option ,

Dear STFP}ItrN F GARRISoN:

.i;;-, j::;:;,,::*. ;*:,. - L" be),a sent d:rectry Fom rhe Deparirunt .r.5dmrn)strauo.l- .thr. psym€nt lcpr.s€nrs you! rcb.em;nr benent t",. .n," iiio9. {ireFoacrive adju_stmnG ;nd ",*6"i""J 1* "" ,n".* 
""* 

.u""",.'i*JY'r." *t
Juuory 0t,2009. your grosa monr.h)v l.,"nt i" 1i- 

-
You will rec.ivc vour Ea.* honthly retie^ment b.nefft ro! your rifetime. Th," beneril wlr i,de.se bv 3%.ach Jinuarv.iner vou lave heen ierimd.for"one year in &;c.dancc *'rh the c".i.l;i.l"ii iiliiLii'p1,,,#i,\qlustment tGAsA). Aulhob?ed deduc$ons fo! insurance d rses wi dccreasa ths paymem oruunt.

ifii. rlir^i":li;{:trfffTJ'I'1tr"f:f,{jl::tiii";..J, n;rlj:i::"tlt1**:n#$;.* h.
prf,deccuacs you oI (b) you Jnd you conrjpoperuolk. rh,s chuee -"* **";;;h#ilt#:iil"Tdivor<e r.contact 

ou onicc for the Proper

Yro,ur, lctirem*t,bcnefir wds c^icutared s.ilc-!!:,!d:fir 6rru.rum und actualiar f,ctors cunentty in ctrect.
:i:ru: il:',".r["jif 'hansc 

c a rcsurt or& pendine jaw3uit o! orhcr rclion, you rerir"m..r t",i"st -ighi
Befor€ reruming to PERS-oveEd emrtonebt rh# hr<r h. - r}nj-,, L---Lmlsr rc!.pt yoqr r'.. .-.,."-"", a."jfi-ent 

th€ri6 
'nust 

be a l9-dav break in seryico ard vou

lll-.:,'."_t.J,gl"-lER$mvircd.emproyment, you qgs!rport rh. hour worked and
::iJ;.'":'"#:'1f"tr#ss .f."#r.i:tru:ffi ;:i:,**j,;,*"=*r,.I"ffi ff*r you r.a.65 vch or dEc or order. v- .* 

"',un"d 
i. .iir,* ir;;r6it'#;iffi; or yo' may e..n {,nanv 'arcndd' vcdr an rdounr r.i,at. whrn added to_your .,,*r *s,"-."i ii".fi;:;.." 

"." cx.ced yourannu''| h:qh'st averose comp',sdrion hdiusrc-d^csdi Janu!.y r.; ,"n.il"i'i -r'i"ii l'"' p""'r,r""-,r,i ir",.""errn)n8s- rr vou *€ a8.70%, o! wolk for a non-rrx; .mproyef, rhere se no earnn,Es,,m61rone,

1f-1", _:11 e of asslstaree,.contscr ou! orfice. pt€ase use,your reriremenr nunber, referercld $ore, o,
:?r"Si.;1"*,fl* *s&rdinr your 

""t:.em.,t r"n"nt. ni. r"".ri;;- jiliiil$;h;6;6il!a.y
Tery Daltor
Reriree Databese Assisiani
{40€) 4C45451

EXHIBIT



AFFIDAVIT OF
MICHAEL J. O'CONNOR

STATEOFMONTANA )
: ss.

County ofLewis and Clark )

The undersigned, under oath, does hereby swear or aflim:

Further Alfiant Sayeth Not.

DA fl-D lhis 4'f day ofseplember.20la.

L My name is Mike O'Connor. I reside at 661 N. Wanen, Helena, Montana.

2. I am a retired public employee and member ofthe Association of Montana Retired
Public Employees.

3. I was employed as the Executive Director of the Montana Public Employee
Retirement Administration liom 1996 to 2005.

4. After June 30 ofeach year, MPERA would send each PERS member an annual
statement containing cuoent infomation about their reti.ement 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.

By

On this 4th 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.

In witness whereof, I
and year iirst above written.

have hereunto ser m1 hand and affired my notarial seal on the day

Residing atl

NOTARY PUBLIC FORTTT
Printed Name: ATnbl,t

E STATE OF MONTANA
6,. aa-TISLD\

qr-*tr*
ISEAL/

h\--.c*

ota al Seal)
A{SEi 6 CAntsol

li0TARY pUSLiC br ihe
aialo ol Monirns
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