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Montana must face up to its pension problems
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Moniana's pensgens for our goverbnenl emplovess ave i raubie, We need to bave g

candid disenssi

1 ol the costs the stale foves 1o make pzusicns salvent.

Mentata leas nipe public-pension sytems, one each for judges, highway patral

vificers, sheriffa
liFelixhters, teas
elnplayees' plan
Lisrerest, Comnhin

zame wardens, city palice ollicers, Arefighters, volunteer

Jiers, and public employees. The leachers’ plan, TRS, aud the pablie:

{for ernphovess not covered by other plans), PERS, are Ly Taw sh;

i, thicy cuver about g peveenl of emplovees owaol slute pensions.

All of them ave dfediped benedit (DB) plans, meaning the syslum payvs 2 speciticd

manlhly beneft

b vetiveds, the level of henefit for sach employec depending npon

salary and longth of service. DE plang sre precarous beeausy Lhe Legislature (o,

more pracisely, f
suwlain Lhe oo

plan was only 63

Most privato-ses;

conlribution {1

Pervenl i empld
liarwl, 83 percent

2l vers) and emaployoes liave pot put enoupgh tuoney inta resore: 1o

ised payouts over the long terme. Tor crumple, the lishivay patrol
A} pereent fundad in June of 2014,

lur employers have tnoved swayv fraom T8 plans and futo dofined
J tany, commonly 4onks {and £03bs for von profit; only 14
vees in the private sector are esvered by DB plans, On the other
L of pubilie snployees are covered by [ plana.




thabhlic pensions
BVETOES H43:,40)
h1e), B0 oy
sHngv Wel, m
%a0,380.

Bant Mlonlana’s g
aside to maed, o

Teliewe many p

{hey've bean pe

A errtical factor
rate ol Felirm o
payments, divid
assets, sathe ra

CIne wiy our p
anmial rule of T
ane of Mon=ana
ameunt, to 7.00
11:-‘.5113 dlragtieall
reepmmend a

Moudiey pensio

{Ipe ot our |=gis]
ENE 14T 5851

avee & glendid deal for 3lontana state retirees, wha rocoive on

Teer yeww. T combined with an average Social Secvrity henefit of

EI‘ Lheir benedits would total about $&u,000 vearly, Ts Lhal sensrous oF
b cis eomparison is with £he medion annuad wape it Mol

ublic peasions aren't sastainabile, a5 lon liffdz money is being put

a1 the long haud, the pensions contrachwlly due to Qe cioplovees. I
blic emplovoes nuderstandubly worry that the pension honefits

ised will be bard fa eollecl; vome have privately tnld wie so.

1 propeeling the snatainability of a pensics proggram i the anoal
the prograrm s tnveetincaly, (The return consists of interosl

nil payments, ond pozsille eapivl guios from buying and selling
e o relnrn is a blend of their rates.)

siars hse ingsked their wealmess is by peswming a highby optivisii
urTy, 7. 75 peeenl g Lheir invested assets. The powerning boaed for
: pension programs recently reduced that number by a tiiereseopic
Ereenl. Muosl economists wha stedv peonslen proprams recommend
lower Tates of relurn, between 4.5 percent (o 5 peceent. Some even
skt rule of return assumption ol 2.544 percent. At that w1,
are omly 34 pereenl lunded.

tive [isea] analysis ran a computer ingdel of the teacher's retirement
0 463 [evecnl ale of rettuny, which STl inay be overly optimiste

His resulty An ml]r]i‘[itmal $250 million ner vear would have to he paid oo the fund
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1. Binee. PTRS is ronglly the samc sive ug TRS, a similar infusicn
pr it. The twn lolal $700 million per year, & slugrering figoe.

hink about that $7o0 1nillion per year? One way is loenmpare it to
state's hodgol, For example, the universily system pets 18y
‘ramm the budget. The Army Notional Guard gels $18 miflion, K-12
million in aid, and the bighway pateel ets S27 million,




Another way to thinl about the S7o0 1uilisn is via fts average Tavden oo luxpaying
Mottana homsebolds, That waould Te $1,687 pur honsehickd por voor.

Cleary, sumaﬂﬁf:\g needs to chaape, And the longer we delay thunses, the more
one s 1he: aeepssary adjpustnents will L.

Monery o cover mfimded penzion obligations will haw 1o ecome from somewliere.
Emplagees can Be usked o putin more during their worldng wogrs, bt taxpayers will
gl bear tha bront of the burden, thraugh Bisher taxes and/or rediuesd services, Far
lexpayers, tae pyospoel of petting fewer cducations] or public-safety servives in order

1 siepoocl pensieners 18 dislressing,

Guvernment budgels ave increasingly distribuied o peasion rosts rather than rore
servivews. T Jlingis, for cxmnple, 80 cents of every nuw doilar for education Eoes o
educaiors’ pensipnsfvii]. alim Tinmunoel, the mavor ol Chicage, has safd thal
witheut penstonfrelorm, taxpayers will be fucced to “ehanse belween pensions aud
palice ntficory, pensions or pavid siresls or pensions aucd peblc healdh

[an Tihengnuist, former Tlah state senator, wriles, “Mension 1ofeom is not a partizan
1zz11e, hut a inall] problem.”

‘Lhings thal ¢un e done to steady the pension ship neluds maving neiv hices io DO
planz; assening rowlistic rates oi relnrms; reststing beveli|, [pereases; trirmming ihe
guaratiliedl snnal benefis adjustment; nersnading emplovees of i neressity af
increasing the pelivement age. leiglh-of-service rognirement, and cantribution
requirernenis; agd maldng significunt payments on e velunded lahility,

Iablie-piension Bnance is 2n aspensive, henoe diseouraging, topie. T1's also
vmavoidahle, s de: need serions alleniion paid tn the slack choices that Toom.

fom Hiurseld i o Bzgublican mesier of ine Montera Hauee of Rupresen totises, repros wiing Disict 67,




