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INFORMATION ON THE  

VOLUNTEER FIREFIGHTER PENSION RESERVE 

 By Montana League of Cities and Towns 

Background 

Under 19-18-503, MCA, cities and towns are required to soundly fund disability and pension 
funds for firefighters.  The fund is deemed soundly funded if either the assets in the fund are at 
least 0.21% but not more than 0.52% of total assessed value of taxable property, or at a value 
determined by an actuarial valuation. The assessed value of taxable property is the same as the 
appraised value and all taxable property is appraised at 100% of its market value.  (15-8-
111(1) and (6), MCA).  The taxable value for ad valorem taxation is found by multiplying the 
market value,  by the taxable percentage for the applicable property class.  The taxable 
percentage for residential real property as Class Four property is 1.35% of market value. The 
number used for the calculation is taken from the annual D.O.R. Certified Taxable 
Valuation Information worksheet-Total Market Value. 

The cities and towns are allowed to levy an annual tax to keep the pension fund soundly funded 
under 19-18-504, MCA; however, that special tax levy is restricted by the caps on mill levy 
revenue in 15-10-420, MCA, which only allows an annual increase of one-half (½) of the 
average rate of inflation for the prior 3 years.  The current funding requirement for the pension 
fund reserve is based upon a percentage of total assessed value of taxable property, which results 
in requiring a municipality to have to increase taxes to an unrealistic, unnecessary and expensive 
amount in order to satisfy the statutory requirement for the funding of a reserve for the disability 
and pension fund.  This was especially exacerbated by major changes during the 2015 Session in 
the property tax assessment legislation that reduced taxable valuation but did not affect the total 
assessed value.  These property tax law changes made the percentages of total assessed value 
unrealistic with no nexus to the municipality’s actual liability exposure for the reserve.  In some 
cases municipalities were legally unable to levy an amount equal to 0.21% of total assessed value 
and to do so would unnecessarily overfund the disability and pension reserve.  The Montana 
Department of Revenue in consultation with the Montana League of Cities and Towns drafted 
proposed legislation that would make the funding requirement for a disability and pension fund 
reserve be 3 to 5 times the actual liability.  Using this formula would set the reserve fund at a 
realistic amount based upon future liability of the fund. 

Questions and Answers 

Based upon the experiences of the municipalities of Conrad, Choteau and Fairfield, the following 
answers are provided to the following questions.  These examples are probably typical of the 
impact on other cities and towns of similar size. 

1. How much do pensioners receive?   
Currently Conrad’s get $110/month with $5 increase per month each January till 
reaches $150/month.  Choteau and Fairfield get $50/month. 

2. Why not do an actuarial valuation?   
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Because of the high cost.  If the cities and towns don’t have the funds to sufficiently fund 
the pension, they do not have the dollars to pay for an actuarial every 3-5 years.  The 
actuarial would be an additional cost to the local municipality which is borne by the 
local taxpayers.  This is contrary to the Police Retirement where the State will pay up to 
$6,000 for their actuarial (MCA 19-19-205).  In 2006 there was only one firm that did an 
actuarial, they were out of Whitefish. The cost, at that time was approximately $3,000 for 
Columbia Falls. 

3. How can cities and towns come up with the money to fund the pension under current 
law?  (15-10-425 election, which would not go until November of fiscal year)  
Municipalities would have to do a special levy in the next budget cycle-would most likely 
fail as taxpayers feel they are overtaxed already and historically the public safety levies 
have not been passing in other communities. 

4. Give an example of the amount in a disability and pension fund reserve, the amounts that 
are paid out annually totally and individually, number of firefighters, number of 
pensioners, and the solvency of the fund.  
Conrad currently pays out to 28 retirees $110/month each.  This is approximately 
$37,000 a year just in retirement payments, not counting for any additional funding to 
reduce the shortfall.  Conrad has 20 active firefighters and per their annual report to the 
City they have approximately $70,000 in their fund.  That is a shortfall of $247,200 
based on the current statutory reserve requirements under 19-18-504, MCA.  Using 
0.21% of assessed value Conrad would need to levy taxes for a minimum reserve of 
$317,170, or 8.5 times more than the annual pension payment requirements. 
Choteau has 14 retires that get $50/month and approximately $8,400 a year.  It has 27 
active fire fighters.  The actual pension fund reserve is $127,842, which is $120,000 
below its minimum mandated pension reserve of $262,200, based upon 0.21% of assessed 
value.  With this amount of funding, the Fire Pension Department may then be liable for 
annual audits as well, another cost that is unfunded. 

5. The proposed change for the pension reserve is 3-5 times the actual annual 
expenditure.  Why that is deemed enough?   
Because it would be re-evaluated annually at budget time to increase or decrease based 
on the number of retirees at that time for a 3-5 year period.  It is a more accurate 
calculation, based on each community rather than an arbitrary percentage of a 
municipality’s assessed value that is not grounded in actual, predictable future 
expenditures form the reserve. 

6. Why wouldn’t the cities elect to join the unified retirement system (19-13-211, MCA)?  
That law would only cover 1st & 2nd class cities, of which most have paid fire 
departments. The municipalities question how the funding of the unfunded portion would 
be calculated since there are no wages paid out. 

7.   Is there a similar problem for the police pensions under 19-19-201, MCA?  The 
municipalities do not believe so since the Conrad police department is PERS based on 
wages with a 30 retirement while Choteau, a county-run pension through consolidation 
has a 20 year retirement. 
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