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Summaiy ofH.F. 1667 (Shimanski); S.F. 1299 (Dile)

H.F. 1667 (Shimanski); S.F. 1299 (Dile) amends Minnesota Statutes, Section 353F.04, Subdivision 1, the
enhanced defened annuities augmentation rate provision ofthe Public Employees Retirement Association
(PERA) Privatization Benefits Chapter, to extend the cunent exemption until January 1, 2007, from a
reduction in the special enhanced defened annuity augmentation rate generally applicable to privatizations
pending in 2006 for Hutchinson Area Health Care until January 1, 2008.

Hutchinson Area Health Care Pension Privatization Process

Hutchinson Area Health Care has been in the process of becoming privatized since 2005, was unable to
complete its privatization before the special privatization defened annuity augmentation rate was reduced
for future privatizations in 2006, and had the applicable deadline extended in 2006, but still has delays in
its privatization that canied beyond Januaiy 1, 2007, the current date relating to the grandparented higher
privatization defened annuity augmentation rate. The health care facility would like an extension to 2008.

Background Infom1ation on Defined Contribution and Defined Benefit Pension Plans

Background infom1ation on defined contribution pension plan coverage and on defined benefit pension
plan coverage is set forth in Attachment A.

Background Infonnation Health Care Facility Privatizations

Background infom1ation on handling past pension plan coverage as paii of health care facility
privatizations is set forth in Attachment B.

Discussion and Analysis

H.F. 1667 (Shimanski); S.P. 1299 (Dile) permits Hutchinson Area Health Care, until January 1,2008,
rather than January 1, 2007, to privatize the health care facility and avail themselves of the Public
Employees Retirement Association (PERA) privatization pension coverage under Minnesota Statutes,
Chapter 353F.

The proposed pension legislation will raise several pension and related public policy issues for potential
Legislative Commission on Pensions and Retirement consideration and discussion, as follows:

1. Equitable Argument for the Requested Special Time Extension. The policy issue is the persuasiveness
of the equitable arguments likely to be forwarded on behalf of Hutchinson Area Health Care to justify
the proposed extension of the hold hannless period from the privatization special defened annuities
augmentation rate reduction ofJanuary 1,2007, to January 1, 2008, when the Public Employees
Retirement Association (PERA) recommended, in 2006, to reduce the special defeiTed annuities
augmentation rate under its privation law, Minnesota Statutes, Chapter 353F, because of concems that
the actuarial cost of the enhanced augmentation rate exceeded the actuarial gain of the discontinuation
of future pension plan coverage, the augmentation rate reduction was imposed solely on future
privatizations and not on then-pending privatizations. The timing of any privatization for Hutchinson
Area Health Care lies with Hutchinson and if the privatization will be further delayed, representatives
of the health care facility or of the likely successor in interest should be available to discuss the
reasons for the delay and the reasonableness of the delay.

2. Obligation of Faimess of Affected Employees. The policy issue is whether or not the proposed
legislation is a necessity because of a legal or perceived moral obligation to provide faimess to the
affected employees of Hutchinson Area Health Care. The privatization provisions arose out of a
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