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pRESENT: senators Coll.|n Pete_reon, eltaq &!€*tS, ffi* &emnoke'
Der"nis Fredericksou

Representatives C1-ahrson, Sarna, EFEEF Fo&iguez

Recorunendations gf the winktrevoss Study:

Gordon !{. Donhowe, Ce*rr*issioner of Bi.nancer W irdfrd W tha Retirement
Conunission to explaLn the Hward Wir.rklevoss f,ee tiome rtrich resul'ted
from the Winklevoss study of Minnesota ;lensiqns.

![r. Donhowe directed his remarks to under,sga#nag txm Wi$k].evoss point of
view and why there sbould be ttris study re the * q of, lBinmssote's
i2ublic p.r,"ion pIans. lrlr..Donhotle discussed t&e @ for peosion reform,
the question of pensi.or,r f,l-nancing, the ade$ury qf f@ifte beEwe4n the
funds. He also stated that there has tieen fg*re6td feq$*sts for largle
supplemental funding for the teachers retlrmnt f,urld, that there has been
a liowing skepticism as to the actuarial rnethods applied to the funds and
ttre accuracy of the calculations; that it Ehou1d be a polief to regularly
provide ttre legislature with consistent, infomation on the plans as well as
reliable information as to aLl possible be*refi.te.

He talked about the primary interest in thie Sesslom belng to athieve
financial reform. "Are we adequately rneasuring mr torrg time liebility for
pension henefits?'r Ttris generati.on should g+ly EUgsIfu lts resqnnsib'5.1ity.
In comparinE what other states are doing, that e4r* chrld be used in com-
pari.r.lgthere1evanceofotherstatestbenefits.

(1) Teachers from the first elass cities are not, furcluded ia the t{inklevoss
study and they shou].d be; (2't COI"A should qoqt.tais q earry overi if inflation
is less than 6E, amotrnt of adjustruent less tfu.*n 'St is eerried oger for
years wtren inflation exceeds 6t; (3) there Etr@ld be a stngle source of
actuarial valuation--one actuary should be f.G-t8ined Ser:aIL tr*ans, y€t allowing
each plan free to hire an advisorlr and^ coneultlng actuary.

Itre fol}or+ing reconwrendations were contained ia tfu study aE IEr an Executlve

1.
2.
3.
4.
5.
6.

Use mo:re realistic investsrent and' sal.a:ry gref,rth aes+reptio,na,
Cbntinue using the current pension l.iability mBaB$Fe as a benchmark;
Change the f,unding target da-te to 2O03;
Use level percent amortization of unfundd triahtlltiee;
Change the post-retirement adjustment for future fetireea,
Adjust enployer eont:ribut'ons.

Ron HacJ<ett, Dept. of Financer edvi.sed. the @i.tsioxr as foll- rs!
Itrat the t'Iinkl.evosq report fi.srds that. there 1s a $53 nillion excess above
rvhat is necessaqy; that the ameqnt ig not auf,f,tclentty allocated mng the
funds; ttrat the TRA retirement ftend is lnadeEr**Ee[y f eA. Handout #2
entitled "Current Retirement Funding Poliey amdl ?-ra6xo€,ed (fuenges" was dis-
tributed (copy attached)

Mike Mclaren, Exee. Dir. of Pera, commented as fo1lEnst Tlie average Basie
PIan retirement benefit is $550 per month and theOqordf,nated PIan average
benefit is $322 per month. Ttre private pension plans are paid for by the
employer while the public plans are paid by the empl.otree,/enployer. There ls
a need to add the health care ceists
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.Iohn Chenoneth, S!ec. Dir of !{ERF, cornments on [Il.nklevoss recornmendations:

l,[r. Chenoweth coumented on the recent trrress release that stated that the
ta4nyer ie overtrnyl,ng f,or trxrblic pensi.ons and pointed out that the $53
million is saved omly if thc Witditre\ross reaoratensations are adopted.

Relative to the 94&J6ot of $eqtacy af boxleftts, t{r. Chenreth f,alked about
a'letter from Wirrklere*s e Assoclatess, a copy of nhich was distri.buted,
whieh statedl that oilIy a pre}inlnary Btudli' had bean luade. !!r. Ctrer,ptrettl
coxunented gn ttre gtatq&ent fro{s }&. Roq Hackett thet Winklevoss clld a
cmplete study oo the aAequacy of beneftte in the State of Minnesota utrile
!,Ir. Cheuoruet-lr p@i,$t6d qut thet thsre M mt bean an adeqrnte belref,it
aaqrairy sturity dofiG.

!dr. Cfremqreth dro*ed s@c cihnr:ts trtri.ch lnlnted out what would have happened
to l@Rf reti,ree b'auefLts if the l{inktrevqs recmrnendation had been adoBted
IO years aqro. the sharts shffmd that }IBRF retlrees would have lost buying
pouer. !8, Chenoryeth tallredl about longar lLfe expectancy; that there is an
incnease of sOt in the Gurrent nrnrlcer of peoXlle over 55. He aLso talked
about the health care costs, stating that a MEITF retiree pays $220 per
month for retiree and sporlrle for rtedical coverage, but that the average
l{sBE. pension benefit ls 96OO. lle advised that the lflinkle\ross reBort did not
do an adequate study on the Basic nembers.

Paul Groschen, Exec. Dir. of ![9RS cotunents:

IvIr. Groschen stated that the current assuq)tLons are a little conservative.
He agrees wi-th a change Ln assurpLioas smewhat, but only for the Basic fund
and not for the 5eost retlrqrent f,und. te advi-sed that^ the average benefit
for rterr retl.rces is 9372 p6r nonth a$d the Bv€rage f,or alL reti.rees is $229-
ilhe presernt Irclet retLresrent plan is the rbeEt feature" we have; that the
Mi$,txesota retd"reen ar€ eat{sfied- SIre tr}o6t retiresrent policy is not a raid
on ttre f,qtrIg; it !.s eoqruted iri the nornal coet by the actua:ry. Mr. crosctienl
also stat€.d that he q;prrqres a minor elrange in actuarial method.

Harvey Schnidt, Elcee. tl$r. of TRA cmnents:

!rfr. Schnidt statd that the !ilinklevoss l.nterest rate assr:mption recouruendation
is a littXe high. The entrXr aEe nornal recosrigeadatisn is OI(; that he is not
in agreenernt with the Level Bereent of gnyroll reqomendlation. IIe spoke
about an expandLng tr'ayroL1 vs static payrolll th'at tlre nembe:rship in 1982
rras 6315OO and in I9E3 the mernbership $as 57r8OO--a decreasing enrol-lment
and decreasing 5uyroll" Post retirerrent adjustnents for future eutployees

. tsnebeen paid out Ef orar nor-fi61 coat. fhe actLve members have contributed
to thi,s fturd. lllte average Easic errployee benefit is $536 per month. l,lr.
Schnidt stat€d thst ?RR needs *dditional financi.ng.

-*:--.-.. Former Sen. !,tel" IIErlEea addreEs€d the CownissLon re the Wi-nklevoEs rePort.
Be stated that he does not atrtlrove of the recorunendation for one actuary
for all the f-trndsi that a sis€ahlle feducti-on in cost trill result in a re-
duction in becrcflts to the rbtirees.

Ieith Venner, state ffiitroyessr told the mders ttrat the unions are
interested i,n parEiefur,ati.ng in the process.

llhe next I.CP&R neetLog wiLX. take up health costs to the reti.rees.
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