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}|.{JTES of the June 16. 1986 ileetinq:

The chair, Senator Donald lioe, opened. the meetlng at 2222 g.n.

PRESEI{T: Senators Donald }loe, Larrence Pogeniller, Earl Renneke,
DarriI llegscheid
Representatives Terry Denpsey, Gil Gutknecht, Gerald Knickerbocker, l{ayne
Sinoneau, Steve Svigguu

Senator ibe apved for appruval of the recomnendation of the Executive Comittee for a
salary lncrease for Jlu-Heidelberg to 1331500. effectlve June I, 1986. ilotion carried.

Senator lloe lntroduced !lr. Heidelberg rho noted for the Comission several items
included in their packets as follors:

' l. Several nerspaper articles dealing rith the Legislative Auditor's report,
ftllor up on the llinona situation, and other itens of interest to the
Comrisslon

2. A copy of infornatlon dealing rith l{andatory lledicare coverage for new
public employees hired after l{arch 31, 1986

3. A copy of the State Board of Investnent staff paper concerning the post
retlrement fund and its benefit increase mechanism

4. A document rhich contains clarifying information pertaining to the
Legtslative Auditor's Report

' 5. A copy of SBI and }IERF rates of return ln a different format from that
presented in the Legislative Auditor's report.

Senator iloe questioned the significance of the lledicare coverage rith regard to the
State. llr. Heidelberg responiled that the actlon by the Congreis doesn't-affect any of
the public employee pension plans but it does increase the cost of government and the
cost of being a goyernment mployee.
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l{r. Eurek assisted ltlr. Long ln ansrering questions about



Mr. Long began by explaining that the Evaluation Division of the Legislative Audit
,,: Commission is inierested in-local public employee pension funds bec-ause the state

rprovides major financing for local funds. In 1984 the state provided $38 million
dollars for the l0 First Class City funds. The assets of the 10 funds considered are
over one billion dollars. He went on to note that the report is not a financial audit.
but is an evaluation study and a policy study focusing on the First Class Cities' as

those funds covered most of the employees, in the context of all the local pension
,rfunds in the state, and controlled most of the assets. The ten funds the LAC focused

on were the 3 police funds, the 3 fire funds, the 3 teachers funds (for St. Paul,
Minneapolis, and Duluth), and MERF.

Mr. Long went on to note that the Evaluation Division of the Legislative Auditor's
Qffice is interested in whether State oversight of the funds is adequate in view of the
money involved and the State's exposure if problems arise in terms of investnrent
practices or managerial practices. He continued that the Evaluation Division examined
the structure of the funds but the major focus of the report is an examination.of the
investment practices and the performance of the funds. Hr. Long stated that the
question was whether the apparent organizational incentives are actually reflected in
performance. The answer is yes. Foi the most part, existing organizafional incentives
help determine actual investment practices and performance.

Mr. Long continued his summary. Discussion, including questions and answers, followed.

^ After much discussion, Senator Moe requested that discussion on the Duluth pension- \funds and the St. Paul Teachers Retirdment Fund be continued to the next me'eting
scheduled for'r'lednesday, June 25, 1986, to give the funds an opportunity to speak.

Meeting adjourned at 5:01 p.m.
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