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ASSOCIATION OF MONTANA RETIRED PUBLIC EMPLOYEES
Board Minutes
100 North Park, Second Floor Conference Room
Oct 18, 2011

CALL TO ORDER
The board meeting of the Association of Montana Retired Public Employees was called to order by Rusty
Wrigg at 9:30 AM.

BOARD MEMBERS PRESENT
Rusty Wrigg, Carolyn Knuckles, John McEwen, Bill Palmer, Barb Anderson, Bob Robinson, Mike
O’Connor, Jim Christnacht , Jan Brown, Martha Vogt (staff)

BOARD MEMBERS ABSENT

GUESTS
Leo Berry, Cathy Kendall

MINUTES
The minutes of the Sept 20, 2011 board meeting were approved, as amended.

TREASURER’S REPORT

Not much has changed since last month. John has reconciled to Martha’s spreadsheet on renewals. The
only new expense is a bill from Leo and Martha. Major expenses are pretty much done for this year. We
will end up less of a negative number than anticipated. We normally run negative during a legislative
year.

LEGISLATION REPORT

Leo had sent materials from the Legislative Finance Committee through email regarding the status of the
retirement fund. The Economic Development Committee also had it on their agenda, which Leo was not
aware of. Also the SAVA committee has it on their next agenda. He made copies for the actuarial
evaluation of the retirement fund. The fund actually made money the last two years, but because of the 4
year smoothing technique, the losses won’t drop off for another year. PERS system is $1.6 billion in the
hole. Mike said that we need $750 million to bring us to an actuarially funded system. Leo said at the
Finance Committee that Carroll South focused on the fact that the contributions in to the fund are less
than funds going out. But the chart does not consider the earnings the account earns. The standard ratio
for retirement benefits are 20% from employee, 20% from employer, and 60% come from earnings. Dave
Senn admitted that the chart did not consider the earnings.

Leo wonders whether we should start pushing our bill from last session that did not pass, that takes the
excess Coal Tax Trust Fund tax money and puts it into PERS retirement. Rusty agreed that we should
start pushing the bill now. Leo said we should get some editorial support from around the state. Mike
said that the PERS retirement board stated that we need to get employers involved as well. Employers are
looking at an increase in liability.

The report points at local governments as well. Dollar-wise, local governments are more unfunded than
state employees. If they need to raise government match, then the local governments will be greatly
affected. MACo opposed the PERS bill last session. PERS realizes that they need to talk to everyone.
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Leo said that the bill he proposed for us got a late start last year. Rusty asked if the bill should be revised.
Leo said that there was a small problem with the technical note, but not much to change. Leo said we
might ask for a different sponsor.

Bill asked how we can get MACo on board; Leo said to give them that report. Jim Smith from the
Sheriff’s Association supported our bill. Leo said that the administration opposed it was because it would
defer $15M that goes to the general fund. We need to discuss that with the next administration/ governor.
There’s room to tinker with the bill.

Leo suggests writing an op-ed piece and talking to the editorial boards of the large papers throughout the
state to get them on board. Rusty thinks we should strike while the issue is hot. He appointed Leo and
Mike to write the op-ed, and have Rusty sign it, and then the 3 would go around to editorial boards.

Bill said that a problem has been identified, and we are coming up with a solution. This will look good.
Leo said it won’t solve all problems, but it is a start and no one else is coming up with a solution.
Bob suggested we use this op-ed to include an education element, covering all points.

John said we need to point out that the employers will have to come up with the difference, which is
going to cut into all government funding in the state.

Leo said historically that the unfunded liability usually fluctuated between 27-29 years, then for 15 years,
the unfunded liability disappeared altogether, due to good stock market returns. So the point is this can
change any time. If returns of the stock market come back, then it will be covered by the proposed bill,
then the Coal Tax Trust Fund support would disappear as funding.

The Coal Tax Trust Fund was established as a rainy day fund, and the state has never taken any of the
money out of the trust to help out when needed. This is the “rainy day.”

Leo said that there are so many fingers in the pie with the Coal Tax Trust Fund, but feels that the
proposed bill can work. Leo has talked with the owners of the Roundup mine, which produces high
quality coal, and they have been producing about 1-2 million tons in a year. Last month they produced a
million tons in one month. So there is a significant increase in production. Otter Creek Mine will really
increase the fund if and when that gets going. Both of these will increase the Trust Fund significantly.

Mike and Leo will put the op-ed together. Bob said that it is best to have it written, then go to the boards
and explain the bill, so that they can think about it and also have time to respond as well. Time is of the
essence. Leo said to send it to all newspapers, even the small ones.

Leo said he thought that Dave Senn’s editorial was good and we can highlight some of the same points.
The Attorney General just issued a ruling on the Teachers Retirement system. TRS got a request to
publish the 10 highest retirement amounts with names. The AG ruled that the names were NOT

confidential.

Mike said that the PERS retirement board talked about this confidentiality issue and they hope someone
challenges it, as PERS does not want to reveal names.

John pointed out that there are 4 payment options available to members for taking their retirement, which
should be protected. Mike also said the employee has several options to purchase additional years of
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service. These don’t cost the employer anything. Most other states don’t have our constitutional right to
privacy. When the AG comes out with a ruling, it is a law until someone challenges it in court.

Last meeting, Leo talked about the Colorado and Minnesota cases, and has written a memo of their legal
review. Dave Senn also made an analysis of our system as well. There are several differences. In MN
and CO, there is an “implied” contract. The Montana law is clearly a contract by statute, which is a major
distinction. Ours also states that the legislature can increase benefits, but it doesn’t say anything about
decreasing. Ours is a Guaranteed Annual Benefits Adjustment, not Cost Of Living Adjustment,
“guaranteed” as opposed to cost of living. There is very good reason to believe we have sound legal
arguments for distinction from MN and CO, but don’t know what our Supreme Court would decide.

Mike pointed out the other changes made at the time of GABA, so they would have to reverse all those
changes.

Bob called Leo about the errors and omissions insurance. Leo talked with a couple of people, but could
not imagine what kind of liability we have, since we can’t affect the retirement of anyone.

Rusty said we will have a tough two years ahead of us. As long as we are pushing legislation to bail out
the retirement funds, instead of just doing a January newsletter, perhaps we should do a mass mailing to
drum up membership. We need to make the retirees aware that the legislature will try to take the GABA
away. Leo said that since the AG ruling, we should be able to access their names and addresses. Mike
thinks we should take advantage of this ruling. There’s a lot of staff resistance to our access to files. The
addresses could not be available.

We are the only group that came up with a solution last legislature, but the Senate killed it. We just didn’t
have time to build support.

COMMITTEE REPORTS

AUDIT COMMITTEE - Records Retention Policy

The committee met on Monday and took a sample Montana Non-Profit Association policy and revised it
to fit our organization. Bob reviewed the policy with the board. Discussion raised some issues of length
of retention. We will all review and come back with recommendations at the next meeting.

PERA BOARD — Mike reported about the actuarial valuation. Actuaries throw out a lot of different
numbers and terminology. There weren’t any surprises, but in the evaluation it shows the 4 year
smoothing of assets. If you look at the loss 4 years ago, it was a 1.4 billion loss, this year, had a 20%
return, in 2010 there was a 12% return, so the next 4 years will show the gains and not the big loss 4 years
ago. This year’s evaluation should be as bad as it gets, we have hit the bottom. If we continue to make
the 7.75% each year, we will start to climb up out of the hole.

Rusty asked about the retirement rate, if it is increasing or decreasing. Last year we had a 4% increase
because of the early retirement change that went into affect, but the active members have actually
decreased a bit.

Highway Patrol Retirement System will now take 48 years to pay off their unfunded liability, so they are
also in trouble.

The actuary looks at the asset allocation of the retirement fund and considers whether the rate of return is
reasonable.
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Mike met with Roxanne about distributing our brochures; she is going to get back with us, as there is
resistance in PERS.

Martha reported that the website has been updated, but missing March 2011 minutes. Jan mentioned the
date on each web page, need to remove. Also remove sign-in/register. Move Martha’s sign-in to
different location. Need list of board members, phone numbers and email address on front page. On first
page, about us, make type bigger on the home page. Everyone likes the look of the website.

Martha will buy a Tracfone and buy a 60 minute card.

MEMBERSHIP COMMITTEE

Rusty gave the task in researching the estimated cost for mass mailings to the committee. Carolyn, Jim,
Jan, Cathy and Martha will meet. It will be a newsletter with a postcard to join or renew. We’re talking
about 20,000. The committee needs to talk to Roxanne about the procedure.

Martha questioned whether those paying this late in the year for 2010, if it should be for 2011 or 12,
board said for 2011, no breaks for late payees.

Meeting was adjourned at 11:27. The next meeting is Tuesday, Nov 15 at 9:30.



