Who Will Staff Montana's Schools?
The Retirement Dilemma
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The School Administrators of Montana (SAM) requested information
about the impact of retirement on the mounting difficulties they were
experiencing. It has become increasingly challenging to fill teaching and
administrative positions with qualified personnel. Many of their staff have
reached retirement age. The number of applicants for positions has
severely declined.

Several recent reports have addressed the issues of recruitment and
retention of school leaders and teachers in Montana, including studies
supported by Montana State University and by an-advisory. committee to
the Montana Board of Public. Education. This report examines the
retirement-related factors that impact the same issues.

I Sincere appreciation for assistance with providing information
g and preparing the report is extended to
Dr. Jerry Pauli, Superintendent , Thompson Falls Public Schools, and
David Senn, Administrator, Montana Teachers’ Retirement System (TRS).
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‘The Dilemma V
Over the past ten years, Montana school districts have .. -

‘ , lnmg teachers,
admrmstrators ‘and other certrfled staff. It is pa. ully clear that the
‘students of Montana will be the ultimate losers if quahfred
‘personnel are not available to provide services to students..
‘Indeed, who will st Montana 8 schools'? Who will teach
‘Montana’s children?

Several studiesi identified the following difficulties:

the nation. ' ge teachers’ salaries plummeted
from 26" in 1983 to 46‘htn 2002

Montana for ‘mOrea active fi B
other states Lo

¥ Fewer than one—thrrd of recent educatlon“’ raduates are
““remaining in Montana toteach. = :

¥ State support for schools is decllmng, and enrollment B
is decreasmg ' \

b Many drstrrcts offer lrttle or no heatth benefrts for therr
’*staff S

¥ Retlrement is one of the top threé reasons teachers”
leave their positions. The other two reasons are for
i salarres and to take a posrtlon out 'fjstate

pnncrpals mtend fo retlre wrthln the next ﬁve years.
Fifty-five percent of them are 50 years old or older.
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4 Forty—four percent of the admlmstrators are considering jobs
in educ; tlon in of those consndermg

¥ Montana teachers’ retirement system benefits rank
among the lowsst in the nation.

g fi Retlrement System
(TRS) increased by 82% from 1990 to 2002 from 283 to 514
retirees.

A combination of strategres will be necessary to lmprove the
recruitment and retention of school personnel in Montana -
Those stra__“_ .

Montana Teachers' Retlrement System (‘TRS)

The state of Montana provides two statewide retirement systems
the Teachers 4
Employees Retirement System '(PERS). Teachers, speclallsts
and administrators in public schools, special educatlon
cooperatives, and state agencies are required to be members of
TRS. Some university and college of technology staff who were
TRS members before 1993 or 1995 are also members.

Employer contnbutlons to TRS for school dlstrlcts spemal ,
education cooperatives, and commumty colleges are paid from
the County Retirement Fund.in each county. The revenue is
comprised of proceeds from a permissive county levy and. some
specified non-levy revenues. A county with a low mill value may
be eligible to receive guaranteed tax base (GTB) aid from the
state. In recent years state GTB aid has funded about 19% of
total Retirement Fund costs. v

Montana statutes also requwe that contrlbutlons to the retlrement
system must be sufficient to pay the full actuarial cost of the
system. The current contribution rates shown in Table 1 are set
in statute. If cos ease by $1 million, rates would increase by
approxnmately 0. 2% of member compensatlon given current




-conditions.f-members (employee contributions) were the-
funding source, the mcrease would be slightly higher than 0.2%.
! \’thdrawal 0 their

d,$190 OOO of each $1. mllhon mcrease

N Contribuﬁohé
| Employee
- Employer

ortlzatlon for unfunded hablhtv
State ‘supplemental
MUS system supplemental ..

Other states’ teacher retirement systems R S
“Montana is 6ne of 27 states providing a stateWIde*retlrement
system that contains only teachers/educators. The ot 3.
states include teachers in the same sy ith gove
employees. Social ‘security coverage is availabl
s, including Montana. Plans in 13 states’ do not prowde

W|th soc1al securlty

“The numk er of retirees is growing faster than active employees ‘
The ratios of active to retired participants are dechnlng in nearly
all states. Only three state ratios did not decline betw:

-and‘2000 = California, lllinois, and Massachusetts. M
ratio of active members to retirees dechned from 2.19-to-1.in |
2000 to 1.86-to-1 in 2002.°




Separate retirement system for o

teachers/educa‘tprs‘

| 23 systems are

combined gov't
employses, 27

R éUéath’s only

Social 'security coverage

Yes, .

13 systems do

_.hotinclude

- coverage

Ratio of active members to retirees
- in 2002 ratio slipped to 1.86-t0-1

states have
/er active/
ree ratios

Annual benefit formula multiplier = |

- 11 have tiered systems
(rates differ for different experience)

7 have lower

rates

Employee contributio
- 5 stales require nor

wurangedsifrom
~hoheto 105%

Years for

34 whav:eAS or
o feweryears

Retirement age/minimum service
(without

"~ only 3 Sfates
lower than 60,
J|..only 7\allow25

fless

llow no early ret

|- most'common

State tax on be
- 7 states hay
- 16 states'exempt a |

nef't

19 states do not
¢ tax pensions




Montana’s annual benefit formula multlpher for teachers is one of
the lowest in the n;  states pliers lower than
Montana’s 1.67%. Some states have tiered multipliers that apply
one rate for the first 10 to-20 years of service;-a slightly higher rate
to the-next 5 to 10 years, and another rate to the years beyond
that Most,nuse the mcreasmgrates as an incentive to retain people
v states apply a lower rate at 30 years as an

mcentrve to retlre

Members become vested (recetve pension-benefit rights)dn TRS
in Montana after 5 years of service. Several states requrre 3ord
years to become vested: but 5 years is the most common. In two
states, a member is immediately vested in the system. Mentana is
one of 15 states that allows exemption of a portion of pensions
from state income tax Only three of those states exempt tess than
Montana.

Montana s normal ageof retirement (wrthout penalty) is 60 years if
the member has five years of creditable service. With 25 years of
service a member may retire at any age without penalty. Five
states do not provide early retirement provisions, so these .
members must wait until the normal retirement age to receive
benefits. Early retlrement in Montana is allowed at age 55 wnth five
years of servrce but penaltles apply '

TRS membershrp - : AT

The TRS membership i in 2002 was dramatlcally older than it was
ten years earlier. Only 98 members were under the age of 25 in
2002. By-2002 the number of members 50 years old or older
represented 41%;o4f fullftlme membersh|p )

Durmg the 10-year penod between 1992 and 2002

membership grew but a major shift took place betwi
and parttime members. Full-time membership d¢
700 wh||e part—tlme membershrp lncreased by nearly

overalyl TRS
‘trme ‘

; ‘000



Table 3 lllustrat 55

: w much change in \Qembershlp took place m
each of the age ' ;

between 1992 and 2002 ,

2002

© 1 lessthan 25 yearsold A e 98L 5
25408900 o o 4350 ] - 3445Q; er

801089 e e 127090 ) ;4;532 o
60 andolder = - 400 o B89

Percent by age ~ full-time
| less than 25 years old C% o 0.8% )
8951039 ¢ ot A T 182:2% b 2 26:9%
40 to 49 Sl o ool 0 488% 0  815%
60 or older s 2 80% 0 o T BAY ]

Membersh:g O R N e
full-time members 13,502 12,796
part-time members 2662 . .48650 . ¢
~ Total.- ... ..} 16,662 .| .17,446

Currently 2,208 TRS members have 25 years of service and are
_eligible. for,retlrement wﬂhout.penalty Half of them are younger -
than 55, An additic ,fal 1,686 hav

enough to continue workmg in edueahon beyend retlrement

Rem'eme tfrom TR$ B i b e 00 e e

ne shift.in membership demographics, the average age:
and years of serwce fo retirement changed by only-a few: -
decimal points between 1992 and 2002. Table 3 shows the
comparable retirement data for those two years.



|averageage " |
R average servrce v

‘ admmlstratrv , jObS in
decreasing rapidly. In | e

_certified to be admrmstrators but weren't employed inthose
positions. By 2002 that number had decreased to 300, and their

_average age and years of service were hrgher than the current
administrators. TR o ; .

Public. Employees &e‘twemenf Sysrem (PERS)

The. rafe mcrease‘s 02, O‘Aar:fer al service years dhce a PERS
member has 25 years of service. e -

Penaliies are applled inPERS if the retiree i is: younger than 60 or

wrthoat penalty at any age wrth :25 servrce years as TRS
members can. Retiring at age 50 with 25 years experrence
would provrde 42% of the average salary,rn TRS but only, 35% for

recerve 60% In the 2003 sessron serrous consrderatron was



givento i mcreasrng the 2% P : 'S“rate fo'3. 0% lf the 3 0% were
applled the beneflts woulcl ll’lC e tg 7‘5% fpr the PERS retiree.

Impact of retirement on shortages

The graying of Montana’s teaching staff is evident in‘the analysrs
of the numbers in each’ age group over the past ten years.
Almost half of current TRS members will be eligible to draw
retirement benefits within the next five years. What ‘might have
been a positive in the face of declrnlng school enrollment is now
a major.causé of vacant positions across the state..

‘Montana’ sTRS allows retrrement wrthout penal
than man of] >

at earller ages
berng able to

expensrve Mahy
retirement benefits o
themselves in another system; ps
eventually may supplem heir Montana beneﬁts wrth addltronal
benefits from a new retlrement system.

dgets are being impacted by enrollment
oolstnable to pay salanes that attractand

glven the low salaries; meager benefi ,«?‘,a?nd unstable budgets
that almost guarantee annual layoffs of non—tenured staff. -

Nor can schiool boards* expect to fill vaeancnes with experienced
candidates: The number applrcants' for positions has dendled
dramatrcally, even the most attractrve: areas m the state

‘Addressing the retlremenf issues ‘

No srngle p*oposal can address all the issues related to
recruitment and ret”“ntron of certlfled per ynnel 1t will requn‘e a .
thoughtful combine ortage of certified
personnel is a maj dilemma for the schools and for the children
of Montana.
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There are several compelling reasons to improve the retirement
benefits of Montana teachers in order to retarn certlfled staff in
Montana schools :

are vested in Montana, they pay taxes here, their history
here, and theyhave; lworkmg,y ars ahead of them

¥ Only seven states have teacher retirement rates lower than
Montana s annual multrpller of 1 67% Only three states have

“one of the lowest retrrement ‘ iers in the nation results in
retiree benefits that are about the lowest in the natron

¥ The benefits for committing to 30 years in the TRS system
-are substantially lower than for PERS. TRS members may
retire earlier without penalty, but if they commit to 30 years m ~
the system they receive 50% of their average salary versus
60% for PERS members

$ TRS retrrees recerve ho: health insurance benefrts As health ;
insurance ratesincrease and budgets decrease; more :
districts have reduced oreliminated health-benefit
contributions. Retirees often frnd they are wrthout accessto
~affordable-health insurarice: 8 : el

» Statutes limit the ability of a TRS retiree to supplement =
retirement income with part-time work in education. They-are
limited to approximately one-third of their-average final /.
compensation. One-third of a workday or work week is a
difficult proportion to apply to a teacher’s school schedule.
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Sfmtegles for retirement changes o
The early loss of school personnel to other states and profess:ons
may be partially attributed to the low level of benefits for remaining
in the syst tegtc changes to e)_ ent system may

to the chltdren of the
(or d:smcentlves)

h the needs of local schools and cornmunttles as welt as the
. .needs of the retiree. . :

ant, and attract no. new younger teachers to
0: m staff Montana 'S, schools’? Who wull teach
Montana’s chlldren’?

Montana School Leaders Superzntendents and Prznczpals Survey
2001-2002; Who Will Teach Montana s Children?: 2002 Follow-up
Study, Who:Will Teach Montana’s Children? 2001
? MCA Title 19, Chapter 20, part 6. -+ 3
* The 2002 data for the same factors as the Wlsconsm study 2000
calculations were used to determine the 2002 ratio: =
* 2000 Comparative Study-of Major Public. Employee Retzrement
Systems, State of Wisconsin Legislative Council, Madison, WI 2000
* TRS Actuarial Valuation Reports from 1998:and: 2002 :

8 Summary information provided by the Teachers?® Retlrement System,
2002

7 Montana School Leaders:- Supermtendents and Prmczpals Survey
2001-2002 =i N :

S MCA T1tle 19, Chapter 2 parts 3 and 9

12



