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February 22, L9BA Meeting
Legislative Corunission on Pensions and Retirement
2:00 P.M., Room 51

MTNUTES:

Rep. .Iohn Sarna, Chair, opened the meeting.

PRESENTT Senators Donald Moe, Dennis Fredericksgn, Allan Spear, Collin Peterson
Representatives ilohn Sarna, John Clawson, Frank Rodriguez

Continuation of the study of the Department of Finance 8i11.

Karen Drdley, Exec. Sec. continued going over the staff meno re this bill.
Discussion and questions foIlowed.

iltre subject of treating Legislators and constitutional officers the sane
as other state employees was brought up.

Ron Hackett, Departrnent of Finance, o<plained the finance proposal ftrrther
and answered guestions.

Relative to the post retireurent increase mechansim when there is no advantage
to do this, Ron Hackett stated that the increases would be more predictable;
ttrat it would be a way of spreading risks and make i.nf}ation acljustnrents;
ttrat based only on excess earningrs, the employee absorbs alf the risks.

Conunents from the Funds:

Mike Mclaren, Exec. Dir. of PERA, talked about the unftrnded liabilityi that
ttre unfunded liability generated frqn the gnrployer not paying into ttre plan
for the first 25 years. and not from retirernent increases.

R€:tlrtive"to:l.the::.con5tagt standard of liwing assnnrption, ylr. Mclaren stated
that the Winklevoss study did not do an adequate benefit adequacy study--
they did an anaLysis of what the plan purports to do but did not do an
analysis of what the plan does.

Problems with Medicare A was df.scussed. |ftre Basics have Medicare as a
result of the other spouse working. llhere are about grOOO Basic members and
the number is going down at the rate of 600-700 a ye€rr.

75t of the.Basic members get outside Social Security

Ttre current funding will amortize in 7 to 8 years.

On'the Tiinklevoss payroll projections, PERA is already $2 roillion
behind that projection.

llhere absoLutely will be increased costs as a result of the new amortization
schedule. He does not at this time know what goes into the unfturded liability
and what goes into the normal cost.

As to the post retirenrent planl l{r. McLaren stated that prior to 198O ttre
post adjustments were locked in and that it is not true that the 3t will.
outperform the current plan.
I{r. McLaren told the Commission that the PERA actuary would'like some time
with the Commission.

Chuck Anderson, Secretary of the Police Pension CounciL, made a statement
that the Police Pension Council has agred to work with the Department of
Finance and do a cost analysis of the Winklevoss propoSal. IUo benefits
to be altered within the loca} association and that any increase as a
result of the Winklevoss study shall be paid by the State of Minnesota.
Ttrey have taken no position on the bill until the analysis is conpleted.

Mr. Anderson ltas asked by the Highway Patrol to state that ttre Highrnay
PatroL has voted to optrose the biI1.

t



Harvey Schmidt, Exec. Dir. of TRA, reviewed the normal cost of the
present system and what it would be with the new assumptions. Ttre
teachers would be c-oncerned having their contribution rates remain
unchanged. Mr. Schnidt also expressed concern about the option for
retirees and the deadline of 1990.

Ivlr. Schmidt was asked to review the history of the TRA financing.

Because of inadequate or nonexistent school district financed employer
contributions prior to 1957, significant benefit increases over the last
decade and actuarial experience Losses due primarily to rapidly increasing
salaries, the teachers retirement funds had substantial deficits from fulI
funding. .In 1967 the total employer financing for TRA and for social
security contributions for teaehers covered by TRA was shifted to state
general revenue fi.nancing, and at the same time, the state began to parti-
cipate in the finaneing of the three first class city teachers retirement
fund assocLatiqns equal to the amount contributed by the state to T&4.
Since 1973. the dupport for TRA and the three flfst class city teachers
retirement fund associations from member and employer contributions has
been insufficient to meet the full amortization financing requirernents.
lltre support for TRA f,rom menber and employer contributions has been in-
sufficient to meet fuII frozen deficit financing requirement. fn 1973 the
five ,high years went ttrrough and the deficit increased.

PauI Groschen, Executive Director of MSR.S.

!6r. Groschen responded to a suggestion made earlier re putting the legis-
lators and the constitutional officers in the same p1an. He stated that
this would lose a tax qualification; that it would be considered discrimin-
ating.

Itre suggested interest and salary assumptions in the Winklevoss proposal
shouLd be more conservative; that it would be shifting the cost to future
generations. I'Ir. Groschen corunented that the present post retirernent is
"perfect"--the yietrd follows inflation. He believes there should be im-
provements in benefits for the first ten years; that the s^oouse's benefit
should be improved; that the mernbers are willing to pay half their share
of, any increase necessary- The employees are agreeable to paying more
and do not lrant to pay less.

Stan Effron, League of Minnesota Cities, advised that the League has not
taken a position on the Wink}evoss bill.
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