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Executive. Summary of Commission Staff Materials

Affected Pension Plan(s ):

Relevant Provisions of Law:

General Nature of Pro/Josal:

Date of Summary:

Teachers Retirement Association

Special Law Provision

Reopening Optional Annuity Form Selection

January 27, 2006

Specific Proposed Change(s)

· Permits Robert S. Chase to change from an expired 15~year term certain optional annuity in
favor of his sons to a 100 percent joint and survivor optional annuity in favor of his second
spouse.

Policy Issues Raised by the ProPosed legislation

1. Conformity with Commission policy; past precedent.

2. Favorable and adverse equitable considerations.

3. Availability of alternatives.

Potential Amendments

No Commission staff suggested amendments.
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\ LEGISLATIVE COMMISSION ON RETI REME

TO: Members of the Legislative Commission on Pensions and Retirement

Lawrence A. Martin, Executive Director /: 11

S.F. xxx; H.F. xxx (Smith): TRA; Change Optional Annuity Form Election (Document
LCPR05-356)

FROM:

RE:

DATE: January 27, 2006

Summary of Draft Special Legislation LCPR05-356

Draft proposed special legislation LCPR05-356 would pennit Robert S. Chase, described as a member of
a class nanowly drawn to be limited to him only rather than specified by name, to change his Teachers
Retirement Association (TRA) optional annuity f0111 election made in 1985 and shift from an expired 15-
year term-certain optional annuity to a 100 percent joint-and-survivor optional annuity form with his
CUlTent wife as the second covered life, with the amount of his benefit actuarially adjusted (i.e., reduced)
to account for the change in the optional annuity form.

Retirement Complaint of Robert Chase

Robert Chase is a 76-year-old retired teacher from Mound, Minnesota, who is currently receiving a te111-
certain optional annuity fì-om the Teachers Retirement Association (TRA), having retired in May 1985, under
the "Rule of 85" at age 56 with 33 years of teaching service. When Mr. Chase initially applied for a TRA
retirement annuity in May 1985, he initially selected a 100 percent joint-and-survivor optional retirement
annuity, but upon his divorce fi'om his wife of34 years in August 1985, because he had not negotiated any of
his retirement annuity checks, Mr. Chase was permitted by TRA to change fi'om a i 00 percent joint~and-
survivor optional retirement annuity with Donna J. Chase as the second covered life to a 15- year term-certain
and life thereafter optional annuity form, with Mr. Chase's two sons as the beneficiary to receive the annuity
for any remaining portion of the 15-year tenn-certain period ifhe died before its conclusion. In 1987, Mr.
Chase changed the beneficiary designation on the te111-certain optional annuity form from his two sons to his
second wife, Margaret Chase. In 2000, Mr. Chase's tenn-cei1ain period expired, so upon his death, no
further TRA benefit will be payable to Mr. Chase's survivors or estate. Mr. Chase has been a substitute
teacher in Mound, Minnesota, since his retirement fi'om full-time teaching in 1985.

Mr. Chase now desires to elect a different optional annuity from TRA, a 1 OO-percent joint-and-survivor
annuity covering his second wife, Margaret Chase, as the second covered life. Mr. Chase argues that this
change is appropriate because he had initially selected a 100 percent joint-and-survivor annuity f0111,
covering Donna Chase and because Donna Chase left him a few months following his retirement.

Background Infonnation on Optional Retirement Annuity Fonns

Background infonnation on the nature of optional retirement annuity f0111S in Minnesota public pension
plans is set forth in Attachment A.

Discussion and Analysis

Draft proposed special legislation LCPR05-356 pe111its Robei1 S. Chase to terminate his cunent optional
retirement annuity f0111, an expired 15-year te111 ceiiain optional annuity in favor of his sons, and to elect
a new optional retirement annuity fonn, a joint and survivor optional annuity in favor of his second wife.

Draft proposed special legislation LCPR05-356 raises several pension and related public policy issues for
Commission consideration and discussion, as follows:

1. Confoi11ity with Commission Policy; Past Precedent. The policy issue is the conformity ofMr. Chase's
request and the draft potential proposed legislation with the Commission's policy principles. The
Principles of Pension Policy of the Legislative Commission on Pensions and Retirement, last reviewed
and revised by the Commission in 1996, provide, in Pi1nciple II.C.l3, that "Reopenings of optional
annuity elections should not be permitted." In the past, only two instances have occurred where special
legislation has permitted an optional annuity election to the changed after retirement and the receipt of
benefits; one, in 1987 (Laws 1987, Chapter 157, Section 20), a Senate floor amendment, permitted a
former Edina City employee, covered by the General Employee Retirement Plan ofthe Public Employees
Retirement Association (PERA-General), whose second marriage was dissolved to change from ajoint-
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and~survivor optional annuity to a single life annuity, and the other, in 1994 (Laws 1994, Chapter 526)
pel111itted a fonnerly manied couple, both PERA-General retirees who each had elected optional annuity
f0l111S coveiing the other, to replace the joint-and-survivor optional annuity f0l111S with single life

annuities. The 1987 special legislation was not recommended by the Commission, while the 1994 special
legislation was recommended by the Commission. Mr. Chase's request and the implementing special
legislation would directly violate the applicable Commission principle. The last time the Commission was
faced with this optional retirement annuity f0l111 modification/substitution issue was in c01mection with
2004 Session H.F. 1795 (Swenson); S.F. xxx, where a retired Mankato city employee requested ajoint-
and~survivor optional annuity second life designation change after a maiTiage dissolution, which was not
recommended for enactment by the Commission after hearing from the constituent.

2. Favorable and Adverse Equitable Considerations. The policy issue is how the favorable and adverse
equitable considerations present in Mr. Chase's request and the draft potential proposed legislation
balance. Mr. Chase basically makes an equitable consideration argument for his request to be able to
modifY his optional annuity fonn to now provide survivorship coverage for his spouse from a maniage
subsequent to his retirement, citing his intention in 1985 to elect a 100 percent joint~and~survivor
optional annuity to cover his wife, citing the timing of his divorce, and citing his 1985 election as made
only with the encouragement ofTRA. Mr. Chase's equitable argument is not compelling. Mr. Chase is
not requesting that he be allowed to take a joint-and~survivor optional annuity with Donna Chase, his
first wife, as the covered second life, but is seeking to substitute his second wife. The timing ofMr.
Chase's divorce in 1985 was most unfortnate, but was not a factor governed by the retirement plan or
by legislation. The role ofTRA regarding Mr. Chase's optional annuity form choice, on the face of the
choice and the facts then known, appears to be fully in accord with the provision of good benefit
counseling. In 1985, either duiing the divorce proceedings or after his divorce, if Mr. Chase wanted to
ensure that someone receive value in the event that he suffered a premature (before the applicable
actuaiial projection) death, a tel111~certain optional aimuity form was objectively Mr. Chase's best choice.
There are adverse equitable considerations to Mr. Chase's request and proposal, piimarily the fact that
Mr. Chase's current optional aimuity f0l111 expired in 2000 and now, understandably, he wants to provide
survivorship protection to his second spouse that is not possible under CUlent state law. Margaret Chase
had survivorship coverage under the tel111-certain annuity f0111 as the beneficiaiy from 1990 to 2000.
Mr. Chase, in choosing an optional annuity f0l111 in 1985, was insuring against a financial loss for
himself and his beneficiaiies ifhe died at a relatively early age, and his continued longevity has made this
insurance now valueless, although it had value for the full 15 years during which it was in force. If Mr.
Chase is now to be allowed to elect a different optional annuity f0l111, to purchase additional insurance at
this stage, the optional annuity foi11 would require a further reduction in the amount of his cunent
annuity amount, based on the difference in life expectancies actuarially between him and his second
spouse. Ifhis second spouse is significantly younger than he is, Mr. Chase's actuarial reduction would
be significant. Mr. Chase has received the value of the insurance he purchased in 1985 when he elected
an optional aimuity f0l111. The optional aimuity fonns are not equivalent commodities that can be
substituted one for another without damaging the financial situation of the pension plan. Mr. Chase
initiated his optional annuity substitution request in a 2004 letter to TRA and received a complete
explanation of the circumstances at that time. Mr. Chase already has received the benefit of the TRA
administrative practice in 1985 that allowed him to reverse his initial joint-and-survivor optional annuity
election (because he had not yet cashed any ofthe checks), because otherwise his ex-spouse would now
be the covered second life on his initially elected option, without any survivor coverage to his second
wife duiing the period 1990-2000, and his annuity reduction would likely have been greater in amount.

3 . Availability of Alternatives. The policy issue is the appropriateness of the requested second choice of
an optional annuity form in light of available alternatives. Mr. Chase can provide desired survivorship
coverage for his second spouse by simply purchasing tennlife insurance with his second spouse as the
named beneficiary. This alternative was pointed out to Mr. Chase in 2004 by TRA in response to his
initial request. Mr. Chase apparently was unimpressed with TRA raising this option, at least when
there is a potential for special legislation on his behalf that would subsidize some or all of the actuarial
cost of providing this survivorship coverage. IfMr. Chase were to compare the financial impact of
tel111 insurance from a licensed insurance company with the full required actuarial reduction that
would be required for reopening an optional annuity selection and the substitution of a 100 percent
joint-and-survivor option. Mr. Chase may find that the insurance coverage alternative is competitive if
he is in good health and that the insurance coverage alternative wil be more flexible than the TRA
joint-and-survivor annuity options. If Mr. Chase is not in good health cunently, outside insurance
would not be competitive financially, but that situation would also mean that an optional annuity
substitution authority would likely impose a considerable unfunded risk on TRA.
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Attachment A

Background Infol111ation on Optional Retirement Annuity Forms

Most statewide and major local Minnesota public pension plans provide a retirement annuity in the f0l111
of a single life annuity. This means that thel'etirement annuity is payable solely for the duration of the
retired lifetime of the annuitant. To accommodate the needs and desires of annuitants, most major and
statewide Minnesota public pension plans have established optional annuity forms.

An optional annuity f0l111 allows the annuitant to potentially extend the time period over which an annuity
wil be paid and to potentially include other recipients. The recipients must be natural persons, rather than
legal persons (tiusts or corporations), so that there is an actual lifetime over which the value can be
predicted. The optional annuity form is typically provided on an actuarial equivalent basis, so the longer
period of potential payment or the inclusion of additional recipients is accounted for by a reduced annuity
amount. The most typical optional annuity fonns are joint-and~survivor optional annuities or tel111-cei1ain
optional annuities. A joint-and-survivor optional annuity pays a reduced annuity amount to the annuitant,
but upon the death of the primary annuitant, all or a portion of the prior monthly benefit continues to be
paid for the remaining life ofthe designated survivor. Joint-and~survivor annuities are often elected by
manied couples to ensure continued income for the surviving spouse. The amount of the reduction is a
function of the actuarial life expectancy of the annuitant, the actuarial life expectancy of the potential
survivor, and the extent of increased benefit payment duration caused by the differences in the ages. A
tel111~certain optional annuity pays a reduced annuity amount to the annuitant, and if the annuitant dies
before a designated period of time of receipt has elapsed, an equal annuity amount to the annuitant's
survivors or estate for the remaining unelapsed period of time. The amount of the reduction is a function
of the actuarial life expectancy of the annuitant and the length ofthe period of guaranteed annuity
payments. An accelerated annuity (or Social Security leveling optional annuity) provides a benefit in a

greater amount during the initial years of retirement, followed by a lower benefit amount for the remainder
of the retired lifetime, typically intended to assist public employees who retire at ages earlier than when
Social Security benefits are payable (earliest is age 62) or when full Social Security benefits are payable

(age 65 ifbol1 earlier than 1938, increasing to age 67 ifbol1 later than 1959).

Optional annuity fOl1ns are likely elected by retirees or disabilitants for a number of potential motivations.
The most clear motivation is a concel1 about the financial situation of a potential survivor (spouse, child,
or other survivor) that underlies the selection of joint and survivor optional annuity f0l111S. The

motivation for the pre~age 62 accelerated optional annuity form is presumed to be an equalization of total
benefit payouts to account for the delay in eligibility for Social Security benefits until age 62. The
motivation for selecting term certain optional annuity f0l111S is unclear. Because of its time limitations,
the tel111 certain optional annuity foi11s are not generally considered to be survivor benefits, although
some tel111 certain optional annuity foi11S may be utilzed for specialized survivor coverage concerns. The
motivation for selecting accelerated annuity f0l111S is the accommodation of retirement ages earlier than
the earliest Social Security benefit age of age 62.

The "bounceback" in a joint-and-survivor annuity means that the annuity amount returns fi'om the joint
and survivor actuarially reduced amount back to the single life annuity amount if the intended survivor
predeceases the annuitant. The bounceback is subsidized because no additional actuarial reduction in the
retiree's retirement annuity amount is required for the feature beyond the joint and survivor optional
annuity form actuarial equivalence reduction. The bounceback feature has not been included as pai1 of
tel1n-certain or other optional annuity f0l111S.

Under Minnesota Statutes, Section 356.371, enacted in 1981, there is a procedure that must be followed in
electing an optional retirement annuity. Public pension plans are required to provide the retiree and the
retiree's spouse before retirement with a summary of all optional retirement annuity forms with the
retirement application, a calculation of the benefit reduction required to take each option, and the
procedure to be used to gain more information on optional f0l111S, and to provide the retiree and the
retiree's spouse with a post-election notification to the spouse of actual retirement election.

Since optional annuity f0l111s are established to be the actuarial equivalent of a single life annuity at the time
of retirement, any reopening of an optional election form wil threaten to disrupt the actuarial situation under
which the option was calculated. Also, since the optional annuity form election frequently establishes rights
to a potential eventual retirement benefit in other people, any reopening of or any modifications in the
optional annuity f0l111 wil affect their rights and, consequently, would be inappropriate.
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STATE OF MINNESOTA
TEACHERS RETIREMENT ASSOCIATION

302 Capitol Square Building
St Paul, Minnasota 55101

(6121296-2409
MINNESOTA TOll FREE t 80G-Sõ2.9747
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APPLICATION FOR RETIREMENT ANNUITY

b-l-gS- i

To Board .of Trustees
State of Minnesota
Teachers Retirement Fund

iDate(õc07"7i~W)/7ct( I,
I hereby make application for a retiren;ent annuity and elect to receive from the Teachers Retirement Fund With the amount to my
credIt 10 the said Fund the following ahnuity as provided in the law

CO-.3
Last day of required Minnesota public school teacher attendance for which selary is paid or
the termination date for any school board approved leave of absence, whichever iS later

Date of receipt of final salary check from school d,$tlct "'- :s/--
S -;3/-

198$
, 19 .£

NOTE You must be at least age 55 and have credit for at least.1O years of allowable service or have credit for at least 30
years of allowable service at any aga before submitting this application for retirement

This applICation for retirement may not be submitted sooner then 60 days before termination of teaChing service

Termination date for teaching service IS defmed as the last day at required Minnesota public school teacher

attendance for which salary iS paid or the termmation date for any school board approved leave of absence,

whichever is later Thi¡ annuity payment shall begin to accrue on the first or sixteenth day of the month, whichever
IS earlier. following the latest of these dates (1) The date of terminatin of teaching service (2) The date the
application IS filed with the TRA Board. In no event shall en annuity begin to accrue more than one month before
receipt of final check on which TRA deductions were required

Have you ever made contributions to another Minnesota pubJic retirement system? !8No If Ve., Name of Sy.tem

Signature 01 Member
-Ms D. .
.~~ l~\l..
Addre"

b O~ ó A
City, Stete, Zip

Add,e.. (?Jl.L.\,

If t.~NG

This lororin~HlOn ilnei' ,to identify y.our rétirement necouni,
compuie your tetirement benefit, report your l"Pllremenl income to
ihe IRS. l$Sue YOur beMrit check. end mei! them to Ih. proper
oddlelS You are nol requited by law 10 DiVe this informatlon.

however l If you do not give complete and accurate intormalion we
will be unable 10 pey your reiirement benetii. to you

Membership Number

S'S3 l l.
Neme of Spou.e, if Living

VONi.lA
Member', Social Securiy No

PLEASE READ CAREFUlL Y

ANNUITY PLANS

"Life A-l - no refund

All payments ceese with the death of the annuitent No refund of any part of the annuitant's accumulated

contributions may be maoo to the beni¡ficiary or eitate in ca.e of death it the annuItant has cashed the first check or if SiX months
have passed following the effective date of retirement Any unpaid annuity due for the full month during which death occurs may
be paid to the beneficiary, or to the estate of the annuItant, if no beneficiery survivas
"Life 8.1 - guaranteed refund

The annuity so purchased will be payeble to the annuitant for life with the guarantee that in the event of death an
amount equal to any remaining balanca of accùmulated deductionS and interest will be payable In monthly installmllnts to the
designated beneficiary Where no designated beneficiary survivas, any remaining guaranteed annuity payments shall be commuted
and paid in a lump sum to the estate of the annuitant
.Life C.3 -15 years certain and life thereafter

The annuity so purchased will be payable to the annuitant for life, thareafter, if the annuitant has not received
payments f6, the 15-year guarantee period, iuch payments would continue to the designated beneficiary for the remainder of the
period certam Where no designated beni¡ficiary survives, any remalOing guaranteed payments shall be commuted and paid In a lump
sum to the estate of the annuitant
.Life e.1 -sùrvivorship 10 full

The annuity so purchased will ba payable to the annuitant for Iife, thereafter, such payments will continue in full to the
béneficiary for Iife, if the beneficiary survives
.Life E-2 - survivorship in half

The annuity so purchased will be payable to the annuitant for Jife, thereafter, the beneficiary designated by the
annuitant will receive an amount equal to Yi of the annuity paid to the annuitant, if the beneficiary survives

TE.00009.04

Jj l" alLt.lL~ ciV~i-
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U29465 (35) Robert Chase 6-1-85

I have reviewed my spouse 's

I understand the provisions

//.J ~-rS-
\- (Pste)

\ ,?~Y' ,/ \( vJG L ~'6c.
\\,"'
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Form 0 31
Aiiv 1176

BENEFICIARY OEStGNAT10N

To Board of Trustees
Sr¡ie of Mmnesota
'letlchers Rerienient Fund
302 CapItol '¡quare Bldg
St Paul. M1Mesotii5510i

S' l' P A!Mtt
(CfTY)

)0/7/. . l

lJN
¡STATE)

19 ~5'

Check Block Which Applies

o Par Life A . 1 - No Refund

I hereby reqUest and direct thllt in case of my death .trtee my reiirement in the MimleSOtll State Teachers Rctircment Pund has bccolOe

fì~ed, ihe payment of that pomon of the annuIty due at the time of my death be pJid to
(For rumes ofbeneficl¡ul~ . use only primary and contingent henclìciary arCM below)

t¿ For Optional AnnUIties - Life B-i, Life C-g. Life 8-1, Life B.2
( ereby request iid direct that In côlse or my de,\th after r~tirement In the MinMsot.. State Teachers Retirement Fund the unpaiú balance

of my - .., annuity shall be pa,id as provided by law. to
(For names of benetlciaries - use only priiii~ry lId contingent benefici.iry .ireii below Conttngent benetlciar~s may nM b~ de~ignated under
the Life E.l and E.2 plans A certfied copy of the birth certifrcate for the dcsignared primary beneficiary IS rcqUJrcd under the Life E.l and

E.2 plans)

ALL prior beneilciary designations Me hereby revoked
COMPLETE NAMES OF BENEFICIARIES
(U3ê the Îiut name, of mnrried women, not the hu~bo.nd's first name oe ll11UnlS)

PRIMARY BEN.iFicrARY
AD

STEve N R i Q H fJ .~ Eí bOó1o A~tIN LAN€"

rl 0 tJ. N' D J'l M SS3L(l
) S'ö tI

If more than one piimary beneficiary 1$ named, payment wil be
shiie and share abke, siirvivor or survors 10 have all (CroJSolit
ihe above sellience if ~ltJ demed)

CONTINGENT BENBFICIARIES
ADDRESS RELATIONSHIP, IF ANY

NARK: i M. e JJ A-Sê ~I ~ANCc Rd,

NAN fl N"r ) t-J A t

J30s'l"dN NA. Ò ¡Qo.2 So r!

i f more than one contingent beneficiary IS named, payment wùl
be share and share ¡¡like, suivvor or SUlVOrS to have all (Cross
out the ¡¡/Jove smtMre if flot desfed)

-
MEMBBR'S SlGNA'lURS

Name N.mc~ -l~ ~~./~
Address 6 0 :; f) A ~'f IV L A N (;

Memberhip Number :? 9 4 , S

Date of tha Designatln I D / '7 I ~ s

N(¡/Ji.
Address

Name

(If suúmitted In diipbcl1t... One copy refllrtable far member's record)

(J6ty /l



Form 0.3 t
Rav 6/87

BENEFICIARY OR OPTIONAL JOINT ANNUITANT OESIGNATION

~o"3\- 12..
rf:J . "J~ Ó'~ (CITY) ¡STATE)'I lj1b Board ofn-stees lf t!

State of Minnesota ~~$,~ ~ V7 .AI 19_
Thachers Retirement Fund ~ ~i ~~ ~ ~~ 'a ':~~" _\Suite SOO, Gallery Professional Bldg ('\ ~ l! ~'l /~ " \
17W ExchangeSt ~ ~ø ?'d ~~51 Paul. MNSSloi c\ .,(1)

~l. ~il1
Check Block Which Applies ê'Çæi i i.i ç,\ Ci

Por Annuiues. 0 Llfe.A. I. 0 Life B.I or i;i-Pe .

I hereby request lId dirc(lt thntln (lase of my death afer my retirement In the Minnesota State Teachers Retirement Fund bll become fixed. the payment of any
portion of thuMulty due at the llme or my death be pwd to '

(Por names of benefic lanes . use only primai and conlingenl beneficiar area below)

Por Oplional Annuiue~ - 0 Life E-t or 0 Life B-2

I hereby requestiiddltectthat In clIe afmy death lifter retirement In the Minnesotl State Teachers Re1irement Fund the unpaid balance or my optional Jomt annuIty
shall be paid ii provided by law. to
(For name of opiionalJoint annultit. use only pnrnry beneficiiiry area below Contingent beneficiaries may not be designated under the Life E.l ancl B-2 plans A

cerufied copy ofihe birt certifcaie for the optional JOint annuitlnl IS required under the Lire B. i and E-2 plans)

All Pnor beneficiar designations lIrc hereby revoked

COMPLETE NAME OF OrnONALIOINT ANNUITANT OR BBNSP1CtAy
(Use the first naes of rnmed women, not the busllds first name or InitlalS)

PRARY BBNBFlCIAY(lBS) or
OPTONALIOINT ANNUITANT

ADDRBSS RBLATIONSHIP, IF ANY

MARGAR,E.T

LIB 6 '5 W n..i:J.ip.ê

I'OU.NO i HN.

A. CJ.Ase

BL.VÐ,

SSS/'l-

ifE bS W I¡"Stl¡ Re- Bl.vÐ

/10 fJ ,,'a:i.l M N S" S ~ (,If
úJ i ¡: ¡;

If more than one pOllary beneficiary iS named, payment wi be
slie and smre alike. survvor or surVOlS 10 have all (Orr¡ss diil
tlie abo~e sentence If not deslTld)

CONTNGENT BENBFICIAY(I)
(Not npplicabfc to H-! or &2)

ADDRES RELATIONSHIE', IF AN

If more than one eontugent beneflclaty u named, payment wil
be share and shate alike. su.vor or SW'VorS to have al (Orou
out (lie abo~e sentence if not cleJled)

SiGNATURES OF WITNESSES TO MEMBER'S SIGNATURB
(B41fejlClanesOrOpIlOIlI,/rnl OllfIiUtl/S may Ifl) b4 ..1/118.sS43)

MEMBER'S SIGNATURE

Name J~~ ù-. WI ~
YV 1'

Name ~.g ek-g J-

Name

--..~
1.1 ~ t_ II .~ es ENTHER,. l I'i. at
H¡:NN~ØI" COUNTY

My commti~i"" 'xilrps 8-2-96

Address If '3 t. S' W Jt S 1- J 'P ~ J?i. V n

ellberslup Numberll. 5S ¿)Æ tJ7"6$CJ tf-/.tf-f

ate of tlus DeSJgnanon I 0 I if l- q 0

~~;l ~, /eJ-/¿)-?J £)i(s.(If submitted in duplicate, one copy returnable for member'$ record)
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1

Robert and Margaret Chase
1616 Essex Road

Minnetonka, MN 55305

October 12, 2004

Mr. Curtis D. Hutchens
President
Minnesota Teachers Retiement Assoc.
10830 57th Street
Clear Lake, MN 55319

Dear Mr. Hutchens,

I graduated from Mankto State in 1951. Since that tie I have completed my Masters Degree plus work
toward a PRD.

lvY. teaching experence in Minnesota has been:

Osakis .Minesota, Public School

Winebago, Minnesota, Public School
Mound, Minnesota, Public School

, , Mound, Minnesota, Substitute Teaching

195i~i954
i954~1961
1961-1985
1985~2004

3 years
6 years

24 years
19 years

I retired in May 1985 under the rule of '85 for a total of,33 years teaching in the State of Minnesota.

In May 00985 when I retìred I had been mared, for 34 years. At my pre-retirement conference iii 1985,
I chose the Life E.l Plan with my wife as the beneficiary.

In August of 1985 my wife left me. I contacted TRÀ and was told I could change my plan, as I hadn't
cashed any retirement checks. I was furter encouraged to take the Life C-3 Plan, as I had no one in my
life eligible as my beneficiar.

On December 8, 1989 I marred a wondeiful lady. We have now been marred 14+ years.

Because of the timing of my divorce and the fact that my first choice for a retirement plan was Life E-l
with my wîfe as beneficiary, I feel I shòu1d be granted the right to change back to Life E-l to protect my
present wife as much as possible.

I am requesting that my retirement plan be changed back to the original choice of Life E.l with my wife,
Margaret A, Chase, as beneficiar.

Sincerely,. ,

a()wJ~~'
Robert S;'Chase '
Membership #29465. ' ,

I.t
! " " ',"

.~ . 1

. ~. .. ,\.

~o~
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1

Teachers Retirement Association
60 Empire Drive 0, Suite 400 ~ St Paul MN 55103-4000

f

November 5, 2004
,

Mr. Robert S. Chase
1616 Essex Road
Minnetonka, MN 55305

Dear Mr. Chase:

,.'

r am re.sponding to yo~ October 12, 20041etter to Curtis Hutchens, TRA Board ofTnistees
President.

,By statute, TRA retire~entpl!i options are 
set at-the time of retirement an'q can not be

subsequently modified due to changing life situations, The abilty to change annuity plans

sÚch as what you did in 1985 is allowed for a 60-day period after the effective date of the
retirement but not after that date. You vohmtarly chose to change from the E-1 payment
plan to the C-3 plan and the TRA plan does not allow subsequent changes.

The primary reason for this rigidity is tp,at an ànmiity contract payable for your life 

is set at

the beginng of your payment stream. TRA calculates an lump-sum amount based on your

highest five-yeàrs of 
salary and total service credit. This lump sum is then divided into

monthly payments calculated by using your life expectancy 
at retirement plus the additional

known guarantee that payments would continue at least 15 years. Because there was a
specific statistical probabilty that you could have died durng that first 15 years after '
retirement and payments would have continued through June 2000, the amount ofyol.r C-3
benefit was less than the straight~life A-I anuity plan payment option. Under the A~ 1
'p1an, all payments would have ceased upon your death. When'the C-3 guarantee period
expires, the anuity benefit essentially turns into an A-I benefit which ceases upon the death
of the retiree.

Once the benefit payment stream is set, few changes can be made without upsetting the
mathematical and actuaral integrty ofthe original cakillation, When you remaried in
1989, we did allow you to change yoiirpost-retirement beneficiary to your new wife,
Essentially, the key factor to allow this change is that the gtlarant~e period was known at the
time of retirement and you were insuring a period of time, not the lifetime of another person.
It was irrelevant for the TRAFund to know the age of 

your second wife since in the event of

your death durig the 15 year guarantee period, we would have paid her monthly payments
for the remaining guarantee period, not for the remainder of 

her life.

IRA has received letters from retirees who wish to change anuity plans shortly after
retirement. In some cases, a tennnal ilness or sudden death ofthe member or their
beneficiar occurred shortly after cashing of the first check. Once again, those cases are sad
and tragic but there is nothing TRA can do to change the retirement plan option for these
individuals since the risk of 

these events occurrng are factored into the life expectancies

used in the determination ofthe original benefit amount. The same circumstance also occurs
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.\ when a retiree loses a spouse through death or divorce. Financial protection of a new
spouse can not be added afer the fact since the anuity contract is defined at retirement.
Retirees with changing family situations after retirement need to consider alternative ways
of protecting fari1y members who were not in the picture at the time the original TRA
retirement decision was made.

One possibilty for you to consider is seeking professional financial planning advice to best
position yoùr wife's financial security in the event of your death, As you know, your TRA
benefit is payable f01: the remainder of your life but wil cease upon your death. A financial
planer could review your comprehensive financial picture including social security and
reèommend various options for your consideration. TRA does 'not endorse or recommend
any specific financial planng providers to our members who are seeking such services.

If you have any further questions, please call our Customer Service InfonnatIon Center at
(651) 296-2409,

Sincerely,

dw~
John Wicklund
Assistant Executive Director-Administration

c Curt Hutchens, TRA President

c Vem J ackels, TR Retiree Board Representative
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1.1 A bil for an act
1.2 relating to retirement; Teachers Retirement Association; authorizing a second

1. optional annuity form election in certain instances.

1.4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

1.5 Section 1. TEACHERS RETIREMENT ASSOCIATION; CERTAIN OPTIONAL

1.6 ANNUITY SECOND ELECTIONS.

1.7 (a) An eligible person described in paragraph (b) may make the second choice

1.8 optional annuity fotm election specified in paragraph (c).

1.9 (b) An eligible person is a person who:

1.0 (1) was born on June 30, 1929;

1.1 (2) graduated from Mankato State University in 1951; 

1.2 (3) taught in the Osakis public school system during the 1951-1954 school years;

1.3 (4) taught in the Winneba,go public school system during the 1955-1961 school years;

1.4 (5) taught in the Mound public school system during the 1962-1985 school years;

1.5 (6) retired from the Teachers Retirement Association on May 31, 1985, under the

1.6 "rule of 85" temporary early normal retirement provision with a 15 year term certain

1.7 optional annuity form;

1.8 (7) had the first marriage dissolved in 1985 and remarried in 1990; and

1.9 (8) rendered substitute teaching service for the Mound public school system during

1.20 the 1986-2004 school years.

1.21 (c) An eligible person may waive a prior election of a 15 year term certain optional

1.22 annuity form from the Teachers Retirement Association and may elect a joint and survivor

1.23 optional annuity form from the Teachers Retirement Association covering the current

1.24 spouse of the eli.gible person, subject to a reduction in the annuity amount so that the
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LCPR05-356



2.1

2.2

') "~.j

2.4

2.5

2.6

2.7

2.8

01/27/06 PENSIONS LM/PO LCPR05-356

joint and survivor optional annuity is the actuarial equivalent of the term certain optional

annuity form of the eligible person as of the date on which the second chance election

occurred. The second chance election must be made on a form prescribed by the executive

director of the Teachers Retirement Association and the provisions of Minnesota Statutes,

section 356.46, apply.

(d) This 
section expires on July 1,2007.

Sec. 2. EFFECTIVE DATE.

Section 1 is effective on the day following final enactment.

Sec. 2. 2
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