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Introduction

This memo and its attachments were prepared for the Commission's fuiiher review of the revised service
credit procedure proposed by the Teachers Retirement Association (TRA) in the 2009 biU S.F. 578

(Betzold); H.F. 1123 (Murphy): Administrative and Benefit~Related Provisions. That bill contained
administrative and benefit~related provisions for the various Minnesota State Retirement System (MSRS)
plans, the Public Employees Retirement Association (PERA) plans, TRA, and first class city teacher
plans. The Commission began hearing this bil at its February 27,2009, meeting. After discussion and
some testimony, the Commission set aside the proposed revised TRA service credit determination
procedures. Various other sections fi'om the bil were recommended to pass. At a later date the chairman
asked the MSRS, PERA, TRA, and first class city teacher plan administrators to identify remaining
provisions from the bill which were high priority and needed to pass during 2009. The plan
administrators responded by recommending passage of every section of the bill \vhich had not already
been recommended for inclusion in the Commission's omnibus pension bilL. At its March 6, 2009,
meeting, the Commission recommended inclusion of aU remaining provisions other than the TRA revised
service credit procedures.

Existing Law Provision: TRA Service Credit Procedures for K~i2 Teachers

TRA's procedure for computing service credit is found in Minnesota Statutes, Section 354.091. Under
current law, teaching at least 170 full days in a fiscal year provides the K~ 12 teacher with a full year of
service credit. Teaching at least five hours in a day results in a full day of service credit, while teaching
less than five hours in a day results in fì-actional service credit (a teacher v-/ho teaches four hours a day
would receive 4/5th5 service credit, or 80 percent ofa full day's credit). A K~12 teacher with less than 170
full days of service credit receives a fraction of a full year's service credit, based on the relation of that
service to 170 days. Special accommodation is made for employing units that have non~traditional work
schedules or pay schedules. For those employing units, the procedure for determining service credit must
be approved by the executive director.

One feature of existing law, a feature that is undesirable, is that each school district is responsible for
determining the service credit earned by the given teacher under TRA's service credit law, and each
employing unit is to repmi that service credit to TRA on a payroU cycle basis. TRA does not routinely
receive any infonnation on hours or days worked. Thus TRA does not have the information necessary for
TRA to do the service credit determinations.

Proposed Revision

Section 19 in S.F. 578 (Betzold); H.F. 1123 (Murphy) proposes to revise Minnesota Statutes, Section
354.091, TRA's service credit provision, by changing the methodology for detennining service credit for
K~12 teachers. Under the proposal, TRA K~12 teacher service credit wil be a function of the teacher's
salary relative to a base salary in the district, rather than being based on hours of service. The district base
salary is the salary paid in the prior year for the lowest Bachelor of Arts (BA) contract position. Servicc
credit wil be computed monthly by dividing the teacher's monthly salary by the monthly base salary tor
the applicable employing unit, and the result is multiplied by 11.1 percent. The result is then capped at
11.1 percent, so that a teacher may not earn more than 11.1 percent of one full year's service credit in a
month. Annual service credit is calculated by adding the monthly service credit amounts for the months in
the applicable fiscal year. A teacher may not earn more than one year of service credit in a fiscal year.

The changes are effective for teaching service performed after June 30,2010.
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Some further explanation ofthis procedure m.ay be helpfuL. The procedure begins by computing monthly
service credit In determining monthly service credit, the first coniputation involves dividing the
individual's actual monthly salary by the base salary, the amount that \vould be paid for full-time
employment for the districts lo\vest paid BA contract position in the prior year. If an individual had salary
equal to the base salary, the ratio would equal one. Ifthe individual's salary was greater than the base
salary, the result would be greater than one, while if the individual's salary was less than the base the
result would be less than one. To ensure that an individual does not earn more than one month's service
credit in a month, the salary ratio calculation is capped at one. (Otherwise, for example, an individual
working full~time with a salary twice that of the lowest paid BA position would earn two months of
service credit for a single month or work.). A further adjustment is needed because teachers typically
work nine months per year. A teacher who works for nine months and who received a ful1 month of
service credit for each month ofv/Ork would have only 90 percent of a full year's service credit To
coiTect for this, the capped monthly service credit ratio is mu1tipLìed by 11.1 percent. Therefore, when the
monthly amounts are added up an individual with nine full month's of service credit \vould receive 99.9
percent of a full year's service credit (which presumably TRA would round up to 100 percent).

A limit is also placed on annual service credit. No one may receive more than one year of service credit in
a given year. This keeps administrators and others who might work ten, eleven, or twelve months in a
year from receiving more than one year's service credit.

Proposal Discussion

TRA is proposing a fundamental shift in the way IRA service credit is determined, moving from a
procedure based on hours and days worked to a process based on salary earned relative to district base
salary. The Cl.ment system was put into law at TRA's request and has been in TRA law for 40 years, since
1969. TRA contends the CUlTent system is badly flawed: many school districts are not keeping track of
hours worked by their teachers, despite having a system where service credit is based on work hours and
having school systems responsible for computing the service credit earned by their teachers.

A review of law suggests TRA does not receive any work hour information, only service credit as reported
by the district, supposedly based on work hour inforn1ation. Minnesota Statutes, Section 354.52, \vhich
covers reports from school districts to TRA, indicates that TRA receives information on the employment
status of each teacher, including fuIl~time, paii~time, intermittent, substitute, or part-time mobility; and
information on the amount of salary paid, but hours worked in not specifical1y included in the list.

While there is an obvious need to change the cuiTent situation, the question is how to change it and the
nature of the change to make. A change which would be least disruptive is to leave the TRA service
credit detern1ination provision unchanged, except for shifting responsibility from the school districts to
TRA for computing service credit. This will work if quality inforn1ation on hours worked can be obtained
and sent to TRA, even if it is not detailed. In most cases, TRA does not need detailed information. tJnder
existing law any teacher working five or more hours in a day receives fiÜI service credit for that day.
Thus, for most teachers TRA would not need to only that a teacher worked at least Jive hours. TRA
would need more detailed inforn1ation on teachers working less than tìve hours, so TRA could deterniine
ho\v to prorate the service credit.

TRA contended that many school districts are not keeping track of teacher hours worked because of a belief
that the Fair Labor Standards Act applies to teachers, and that Fair Labor Standards Act requirements might
lead to increased overtime payments to teachers if work hours were recorded. However, review by LCPR
staff indicated that teachers are exempt from both the state and federal Fair Labor Standards Acts, a
conclusion supported by Mr. Thompson, TRA's Deputy Director, at the February 27,2009 Commission
meeting. The exemption provision of the federal Fair Labor Standards Act indicates that K-12 teachers and
school administrators are exempt from \Vage, maximum hour, and oveiiime pay provisions of the federal

Fair Labor Standards Act. (Attached is part of the exemption section from the federal Fair Labor Standards
Act, Section 213, Title 29, United States Code.) There is also a Minnesota Fair Labor Standards Act.
Documentation provided by TRA suggests that the Minnesota Fair Labor Standards Act overtime
provisions do not apply to nearly all teachers, due to exemptions. Minnesota Statutes, Chapter 1 77, a
portion of which is cited as the Minnesota Fair Labor Standards Act, deals with minimum wage and
overtime compensation standards. Minnesota Rules created to coniply \vith that chapter indicate that any
teacher receiving at least $170 per week is exempted from overtime wage provisions ofthe Minnesota Fair
Labor Standards Act. There is no need for school districts to be concerned about those earning less than
$170 per \veek. They are not working overtime hours. Material provided by TRA is also attached.
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If school districts are not keeping track of hours worked due to Fair Labor Standards Act concerns, they
are acting under a misconception. An unfortunate consequence of that action is that they are also unable
to properly comply with the law requiring school districts to compute TRA service credit earned by the
employed teachers. This has considerable implications for TRA. Service credit and salary credit
determine the pension beneths being earned, which creates the plan's accrued liabilities. IRA's
liabilities, according to its latest actuarial report, exceed $22.2 billion. Depending on the extent of errors
in reported service credit, that repoiiedliability could overstate or understate what the .liability ought to be
by many millons of dollars, and perhaps bilions of dollars.

To the extent there is misconception about the application of Fair Labor Standards Acts to teachers,
infonnation should be provided to school districts and teachers to COlTect this misconception. This would
lead to improved tracking of teacher \vork hours creating better compliance with the existing TRA service
credit procedure. That change, particularly if coupled by a shift in responsibility from the school districts
to TRA for computing service credit, m.ay be preferab.le to the more radical changes TRA is proposing.

The fundamental question raised by TRA's service credit proposal (primarily Section 19 of the bill) is
whether that system should be abandoned and be replaced, as TRA has proposed, or whether to take
actions to improve compliance with TRA's CUlTent service credit law.

The TRA proposal raises the following pension and related public policy issues for Commission
consideration:

1. Possible TRA Management Issue. The CUlTent system, basing service credit on hours worked with
five or more hours considered a full day, and 170 full days entitling the teacher to a year of service
credit, has been in use for some or all TRA -covered teachers for 40 years. If this system has been
probleniatic from the beginning, why did it take so long to recognize the problem and propose
remedial legislation? If the reporting compliance problem is recent, what event or events caused the
decline in the quality of reporting?

2. Flawed Nature of Proposal; Harm to Part~Time Teachers with Low Pay, Possible Harm to Substitute
Teachers. The serious flaw in TRA's proposed procedure is that the higher an individual is paid, the
easier it is for that individual to work part~time and receive full TRA service credit. For individuals
who work full time, the present system and the proposed system are likely to provide the individuals
with full service credit. However, treatment of part-time employees is an area of concern. The
proposed system will strongly favor higher paid parHime individuals while possibly harniing lo\ver
paid part-time teachers. The provision may also harn1 substitute teachers. The proposal, if
implemented, may generate complaints fì'om part-time teachers and substitute teachers.

For part~time teachers and administrators, the proposed system produces f1awed resu.lts. Two part~
time workers who work the sam.e number of hours or days wì1 receive different service credit if their
salaries differ. Consider an individual with full-time salary equal to the base salary (the lowest BA
rate for the district). If this individual \vorked half~time during a given month, he or she would receive
half of full service credit. In contrast, another individual with full-time equivalent salary which is
twice the base rate could work halftime and would receive full service credit. A third individual with
full-time equivalent salary equal to three times the base rate could work half time and receive full
service credit. Actually, this individual could work as little as one-third time and receive full service
credit. Only ifthe individual worked less than one-third time would he or she receive less than a fulI~
month of service credit.

The proposal may also harn1 some substitute teachers. The Commission stafTunderstanding is that
some or all school districts provide a flat rate paid per day to shOli~term or occasional substitute
teachers. If that daily rate is less than daily pay based on the base BA salary, these substitute teachers
are almost surely to receive less service credit under the proposed system than under the cunent one.
The Commission may wish to detennine through testimony or other means the pay rates for substitute
teachers. If these rates for some or all districts are below the annual base salaries as specified in
section 17, some substitute teachers (other than TRA annuitants who return to teaching and are thus
not earning new service credit) wì1 be harmed by this proposaL.

3. Appropriateness of Benefit Improvement/Redistribution in Administrative BilL. The issue is whether a
provision which enhances benefits for some higher paid teachers/administrators, by making it easier
for them to obtain full~time service credit for part-time work, is appropriate for inclusion in an
administrative bì1, particularly when the change seems likely to harn1 the lowest~paid teachers.
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4. TRA Effoii to Seek Better Compliance with Curreüt Law. The issue is what steps TRA has taken to
seek better compliance with existing school district service credit reporting requirements.

Has TRA made a serious effort to educate school districts about the reporting requirements in law?

Has TRA made a serious effort to inform school districts that Fair Labor Standards Act work
hour/overtime provisions do not apply to teachers, since concel1 about coverage under those Acts
may be hampering effmis to improve the quality of teacher work hour data?

Has TRA considered imposing fines (if permitted under existing law) for school districts that
submit faulty infol1iation?

If this is not covered under existing law, has TRA considered seeking legislation to permit TRA to
fine school districts to foster better compliance?

Has TRA sought assistance from the Department of Education to encourage school districts to
obtain and report the information which TRA needs?

If not already in law, should the Legislature consider withholding some or all state aid to a school
district which fails to submit service credit related information to TRA, or which submits faulty data?

5. Alternatives Regarding Service Credit Reporting. The issue is whether other alternatives should be
explored. Some altel1atives are:

a) Take no action. The problem with this approach is that TRA contends the current system is not
working due to school district reluctance to record work hours, and taking no action vI/ill continue
those questionable results into the future.

b) Retain the present system, leaving the computation of service credit in TRA law unchanged and
with the reporting of service credit remaining the responsibility ofthe school districts, but make a
serious effort to educate school districts of their responsibilities under TRA law, and provide
infoniiation about the application of the Fair Labor Standards Acts to teachers and school
administrators.

c) Retain the present system, leaving the computation of service credit in TRA law unchanged but
shift responsibility from the school districts to TRA to compute the service credit. This \vould also
include a requirement that school districts report work hours to TRA, at a level of detail needed by
TRA. This wil need to be coupled by some program to improve the recording of work hours by
school districts.

d) Revise TRA's proposal by comparing the salary eal1ed by the teacher with the full~time equivalent
contract salary of that teacher, rather than compare it to lowest BA level salary in the district. It
would be possible under this approach to develop system which closely matches the results in
current law without having to collect any work hour information. However, TRA contends this
approach is not practical because it would require TRA to keep track of separate contracts for each
of its over 70,000 active members, and those contracts may change during the year when teachers
take on revised duties. The Commission may wish to explore this further through testimony to
ensure this approach is not practicaL. TRA receives individual-specific salary information on an
ongoing basis through its payroll reporting system, used to receive and credit contributions from
salary. Given the level of computerization at TRA, perhaps the problem is a concern that the
school districts \vould fail to provide updates on contracts in a timely manner, leading to errors in
TRA's system.

6. Annual Base Salary Definition Issues. The annual base salary definitions \vhich appear in Section 15
of the bil include a provision to set annual base salary in the first year of operation for new employing
units. While existing employing units will use the lowest salary from the prior year as the base salciry,
new employers must use the current year's lowest salary, since there was no prior year. This may be
unavoidable given the proposed system, but it can harm a part~time teacher in the new district,
assuming salaries increase over time. This year's base salary is higher than last year's would have
been, \vhich tends to reduce the service credit the paii~time teacher wiII earn in the employing unit's
first year of operation. Another issue is that because base salaries wiU differ across school districts,
two part-time teachers or administrators in different school districts eal1ing the same salary and
\:vorking the same hours may receive different amounts of service credit. The individual in the district
with the higher base salary might receive less service credit.

7. Issue of Unspecified Procedure for Non-Traditional Work Schedule. Under TRA law, service credit
procedures for non-traditional work schedules are not specified in lavv, but must be approved by
TRA's executive director. (In S.F. 578 (Betzold); H.F. i 123 (Murphy, M.), the applicable language is
being moved from page i 3.27 to i 2.3 i to page i 4.2 7 to 14.29.) While this authority is not new, an
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issue is whether the Commission continues to be comfortable extending that discretion to IRA,
without having any legislative review' of those procedures or \vithout specifying those procedures in
law, given the fundamental changes being proposed for computing TRA service credit in traditional
situations.

8. Inconsistent Treatment within TRA.. The problem is the numerous procedures that may be used,

resulting in inconsistent treatment of seemingly comparable TRA-covered teachers. Under this
proposal, service credit for Minnesota State Colleges and Universities System (MnSCU) niembers
with TRA coverage will continue as in current law, with service credit based on definitions for fu11-
and paii~time employment as found in collective bargaining agreements. For mostK.~ 12 teachers,
service credit will be detemiined based on comparisons of the individual's salary to BA base salary, as
specified in the bìl draft; while for others, deemed "nmHraditional" under some unspecified criteria,
service credit will be determined under an unspecified procedure or procedures to be specified by the
TRA executive director.

9. Inconsistency across Teacher Plans. The issue is that the various procedures in the draft, some
unspecified, will result in greater disparity between TRA's service credit procedures compared to those
of the St. Paul Teachers Retirement Fund Association (SPTRF A) and the Duluth Teachers Retirement
Fund Association (DTRF A). It is unclear how first class city teacher plans compute service credit.
Currently, I find nothing in law specifying how service credit is to be detemiined in the SPTRF A or
DTRF A beyond a general statement in the first class city teacher plan definition of "allo\vable
service," which reads in part: "Allowable service" means any service rendered by a teacher during a
period in which the teacher receives salary form which employee contribution salary deductio.n are
made and credited by the teachers retirement fund association...." It is unclear how much service is
needed to qualify for a year of service credit, or how part~time employee service credit is determined.

10. Suppoii by TRA Members and Teacher Unions. The issue is whether this service credit proposal is
supported by full-time teachers, part~time and substitute teachers, and by teacher unions. Since this
proposal may harm parHime and substitute teachers, the proposal may not have universal support.

11. Cost Implications. The issue is the cost of this change. The proposal makes it easier for some to earn
service credit and harder for others. Unless these impacts exactly offset, the proposal wi 11 have son1e

impact on the total service credit avvarded to TRA members in aggregate in a given year and in the
resulting plan liabilities. Service credit is a key component in benefit computations, so any net change
in crediting service in the plan will revise plan cost and contribution requirements. TRA has claimed
the cost is negligible. The Commission may wish to question TRA on this matter and insist that the
Commission be provided with an actuarial cost estimate by the actuary.

Potential Amendments for Commission Consideration:

The provisions to implement the TRA service credit revisions as proposed last year by TRA are found in
LCPR09-04A. This is drawn as a blind amendment which can be inserted into next year's omnibus
pension bilL. If the Commission does not want to implement the TRA recommendation and wishes to
leave CUlTent statutes unchanged, the Commission should decline to act on LCPR09-04A or any of the
amendments below, which are drawn to LCPR09~04A. If the Commission wishes to leave in place the
TRA existing law service credit procedure based on hours, but wishes to revise school district hour
reporting to ensure better results, the Commission may wish to consider LCPR09-04A with either
amendments LCPR0904A-IA or LCPR0904A-2A.

G Amendment LCPR0904-1A leaves the existing service credit procedure based on hours in place, but
shifts the responsibility for computing service credit from the school districts to TRA and requires the
school districts to report work hour data to TRA to enable TRA to do the service credit calculation.
For each teacher, the school districts would repoii hours \vorked if less than five hours, and for other
teachers certify that the teacher worked at least five hours in the day.

G Amendment LCPR0904~2A, an alternative to Amendment LCPR0904-1 A, is identical to the -1 A

amendment except that this amendment also imposes an additional non~compliance penalty on school
districts which fail to report hourly work information or which file inaccurate or incomplete
information. The amount ofthe penalty is to be specified by the Commission by filling in a blank in
the amendment. The TRA executive director is authorized to require an employing unit to provide
whatever information or data TRA deems necessary to detemiine compliance with the \\/ork hour
reporting requirement.
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2008 Minnesota Statutes
354.091 SERVICE CREDIT.

(a) In computing service credit, no teacher may receive credit for more than one year
of teaching service for any fiscal year. Additionally, in crediting allowable service:

(1) if a teacher teaches less than five hours in a day, service credit must be given for
the fractional part of the day as the term of service performed bears to five hours;

(2) if a teacher teaches five or more hours in a day, service credit must be given for
only one day;

(3) if a teacher teaches at least 170 full days in any fiscal year, service credit must be
given for a full year of teaching service; and

(4) if a teacher teaches for only a fractional part of the year, service credit must be
given for such fractional part of the year in the same relationship as the period of service
performed bears to 170 days.

(b) A teacher must receive a full year of service credit based on the nuniber of days in
the employer's full school year if that school year is less than 170 days. Teaching service
performed before July 1, 1961, must be computed under the law in effect at the time it was
performed.

( c) A teacher must not lose or gain retirement service credit as a result of the employer
conveiiing to a flexible or alternate work schedule. If the employer converts to a flexible or
altemate work schedule, the fom1s for reporting teaching service and the procedures for
determining service credit must be determined by the executive director \vith the approval
of the board of trustees.

(d) For all services rendered on or after July 1, 2003, service credit for all nien1bers
employed by the Minnesota State Colleges and Universities system must be determined:

(1) for full~time employees, by the definition of full-time employment contained in
the collective bargaining agreement for those units listed in section 179A.I0, subdivision 2,
or contained in the applicable personnel or salary plan for those positions designated in
section 179A.l 0, subdivision 1;

(2) for part-time employees, by the appropriate proration of full-time equivalency
based on the provisions contained in the collective bargaining agreement for those units
listed in section 179A.I0, subdivision 2, or contained in the applicable personnel or salary
plan for those positions designated in section 179A.l 0, subdivision 1, and the applicable
procedures of the Minnesota State Colleges and Universities system; and

(3) in no case may a member receive more than one year of service credit for any
fiscal year.

History: 1974 c 289 s 13,' 1981 c 160 s 3; 1982 c 578 art 1 s 6,' 1989 c 319 aii 2 s 8;

1994 c 528 art 3 s 1 l, 2000 c 461 art 3 s 29; 2004 c 267 art 3 s 4.; 1 Sp2005 c 8 art 10 s 52
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2008 Minnesota Statutes
354.52 REPORTS.

Subdivision 1.(Repealed, 1974 c 289 s 59)

Subd. 2.(Repealed, 2000 c 461 art 3 s 47)

Subd. 2a. Annual postretirement income reports. On or before each February 15, a
representative authorized by an employing unit must repoi1 to the executive director the
amount of income eamed during the previous calendar year by each retiree for teaching
service perfom1ed after retirement. This annual report must be based on reemployment
income as defined in section 354.44, subdivision 5, and it must be made on a form
provided by the executive director. Signing the report has the force and effect of an oath as
to the correctness of the amount of postretirement reemployment income eamed.

Subd. 3. Deduction requirements. Every pay period, each employer shall deduct and
withhold from the salary of every teacher who is a member of the fund the amount required

under section 354.42. At the time of each deduction, the employer shall also fumish to each
teacher a statement showing the amount of the deduction.

Subd. 4. Reporting and remittance requirements. An employer shall remit all
amounts due to the association and furnish a statement indicating the amount due and
transmitted with any other information required by the executive director. If an ainount due
is not received by the association within 14 calendar days of the payroll warrant, the
amount accrues interest at an annual rate of 8.5 percent compounded annually from the due
date until the amount is received by the association. All amounts due and other employer
obligations not remitted within 60 days of notification by the association must be certified
to the commissioner of finance who shall deduct the amount fi-om any state aid or
appropriation mnount applicable to the employing unit.

Subd.4a. Member data reporting requirements. (a) An employing unit must
provide the member data specified in paragraph (b) in a format prescribed by the executive
director. Data changes and the dates of those changes under this subdivision must be
rep011ed to the association in a format prescribed by the executive director on an ongoing
basis \'vithin 14 calendar days after the date of the end of the payroll cycle in which they
oCcur. These data changes must be reported with the payroll cycle data under subdivision
4b.

(b) Data on the member includes:

(1) legal name, address, date ofbìiih, association member number, employer-assigned
employee number, and Social Security number;

(2) association status, including, but not limited to, basic, coordinated, exempt
annuitant, exempt technical college teacher, and exempt independent contractor or
consultant;

(3) employment status, including, but not limited to, full time, pmi time, intermittent,
substitute, or pmi~tìme mobility;

(4) employment position, including, but not limited to, teacher, superintendent,
principal, administrator, or other;

(5) employment activity, including, but not limited to, hire, termination, resumption of
employment, disability, or death;

(6) leaves of absence;

(7) county district number assigned by the association for the employing unit;

(8) data center identification number, if applicable;

(9) gender;

(10) position code; and

(11) other information as may be required by the executive director.

Subd. 4b. PayroU cycle reporting requirements. An employing unit shall provide
the following data to the association for payroll wanants on an ongoing basis within 14
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calendar days after the date of the payroll wanant in a fonnat prescribed by the
executive director:

(1) association member number;

(2) employer~assigned employee number;

(3) Social Security number;

(4) amount of each salary deduction;

(5) amount of salary as defined in section 354.05, subdivision 35, Ü-om 'which each

deduction was made;

(6) reason for payment;

(7) service credit;

(8) the beginning and ending dates of the payroll period covered and the date of actual
payment;

(9) fiscal year of salary earnings;

(10) total remittance amount including employee, employer, and additional employer
contributions; and

(11) other infol11atiol1 as may be required by the executive director.

Subd.4c. MNSCU service credit reporting. For all part-time service rendered on or
after July 1, 2004, the service credit reporting requirement in subd.ivision 4b for all part~

time employees of the Minnesota State Colleges and Universities systeni must be met by
the Minnesota State Colleges and Universities system repmiing to the association on or
before July 31 of each year the final calculation of each part-time member's service credit
for the immediately preceding fiscal year based on the employee's assignments for the
fiscal year.

Subd. 5. Liabilty for moneys. The commissioner of finance, the several countv'" .... - -" . . . ....... .- ."
treasurers, and the treasurers of the various school districts and institutions to which the
provisions of this chapter apply shall be offcially liable for the receipt, handling, and
disbursement of all moneys coming into their hands belonging to the fund and the siireties
on the offcial bonds of each of these treasurers and the commissioner of fJnance shall be
liable for such moneys the same as for all other moneys belonging to the school funds of
this state.

Subd. 6. Noncompliance consequences. An employing unit that does not comply

with the reporting requirements under subdivision 2a, 4a, or 4b must pay a fine of $5 per
calendar day until the association receives the required data.

History: Ex1957 c 16 s 16: 1963 c 584 s 1; 1965 c 447 s 1 . 1969 c 485 s 27; 1974
c 289 s 43~45; 1981 c 160 s 12; 1981 c 224 s 119-121: 1983 c 148 s 4: 1986 c 444; 1990 c

570 art 12 s 40; 199 i c 340 s 28,29: 1992 c 598 art 3 s 6,' 1994 c 528 art 3 s 25~30: 1995 c

141 art 3 s 11: 2000 c 461 art 3 s 39-42; 1Sp2001 c 10 art 3 s 18: 2003 c i 12 art 2 s 42,'

2004 c 267 art 6 s 2~4
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From the U. S. Code Online via GPO Access
(www.gpoaccess.gov)
(Laws in effect as of January 3, 2007)
(CITE: 29USC213)

TITLE 29--LABOR

CHAPTER 8 - - FAIR LABOR STANDARDS

Sec. 213. Exemptions

(a) Minimum wage and maximum hour requirements

The provisions of sections 206 (except subsection (d) in the case of
paragraph (1) of this subsection) and 207 of this title shall not apply
with respect to--

(1) any employee employed in a bona fide executivei
administrativei or professional capacity (including any employee
employed in the capacity of academic administrative personnel or
teacher in elementary or secondary schools) i or in the capacity of
outside salesman (as such terms are defined and delimited from time
to time by regulations of the Secretary i subj ect to the provis ions
of subchapter II of chapter 5 of title 5, except that an employee of
a retail or service establishment shall not be excluded from the
definition of employee employed in a bona fide executive or
administrative capacity because of the number of hours in his
workweek which he devotes to activities not directly or closely
related to the performance of executive or administrative
activities, if less than 40 per centum of his hours worked in the
workweek are devoted to such activities) i or

(2) Repealed. Pub. L. 101-1571 Sec. 3 (c) (1), Nov. 17, 19891 103
Stat. 939.

(3) any employee employed by an establishment which is an
amusement or recreational establishment i organized camp i or
religious or non-profit educational conference center i if (A) it
does not operate for more than seven months in any calendar year, or
(B) during the preceding calendar year, its average receipts for any
six months of such year were not more than 33\1/3\ per centum of its
average receipts for the other six months of such year, except that
the exemption from sections 206 and 207 of this title provided by
this paragraph does not apply with respect to any employee of a
private entity engaged in providing services or facilities (other
than, in the case of the exemption from section 206 of this title i a
private entity engaged in providing services and facilities directly
related to skiing) in a national park or a national forest, or on
land in the National wildlife Refuge System, under a contract with
the Secretary of the Interior or the Secretary of Agriculture i or

(4) Repealed. Pub. L. 101-157, Sec. 3 (c) (1), Nov. 171 1989, 103
Stat. 939.

(5) any employee employed in the catching, taking, propagating,
harvesting, cultivating, or farming of any kind of fish, shellfish,
crustacea, sponges i seaweedsi or other aquatic forms of animal and
vegetable life, or in the first processing, canning or packing such
marine products at sea as an incident to, or in conjunction withi
such fishing operations, including the going to and returning from
work and loading and unloading when performed by any such employee i
or

(6) any employee employed in agriculture (A) if such employee is
employed by an employer who did not, during any calendar quarter
during the preceding calendar year, use more than five hundred man~
days of agricultural labor, (B) if such employee is the parent,
spousei child, or other member of his employer's immediate family,
(C) if such employee (i) is employed as a hand harvest laborer and
is paid on a piece rate basis in an operation which has been, and is
customarily and generally recognized as having been, paid on a piece
rate basis in the region of employment, (ii) commutes daily from his
permanent residence to the farm on which he is so employed, and
(iii) has been employed in agriculture less than thirteen weeks
during the preceding calendar year i (D) if such employee (other than
an employee described in clause (C) of this subsection) (i) is
sixteen years of age or under and is employed as a hand harvest
laborer, is paid on a piece rate basis in an operation which has
been, and is customarily and generally recognized as having been,
paid on a piece rate basis in the region of employment i (ii) is
employed on the same farm as his parent or person standing in the
place of his parenti and (iii) is paid at the same piece rate as
employees over age sixteen are paid on the same farm, or (E) if such

use Title 29, Chapter 8
Fair Labor Standards
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5200.0180 EXECUTIVE, ADMINISTRATIVE, AND PROFESSIONAL
PERSONNEL.

Subpaii 1. Duties determine status. The primary duties of the employee are
determinative of his or her status under this exemption. Only where the employee's primary
duties meet all the criteria under a particular test may the employer consider the employee
to be exempt from the oveiiime wage provisions.

Subp. 2. Definition of manage. For purposes of parts 5200.0 i 80 to 5200.02 i 0, the
term "manage" means to control and direct the business operations of a given enterprise,
department, or branch establishment. Duties involved in managing must involve the
making of decisions and the issuance of directions to other employees which involve skil
and judgment. The term includes those employees that act primarily and principally in a

directive capacity as opposed to those \vho primarily do the actual work.

Subp. 3. Discretionary powers. The thrust of this criterion is to distinguish between
those employees empowered to independently commit their employers on matters of
importance and those employees who merely make day-to~day decisions which, although
necessary to the daily operations of the employer's business, are routine, or follow
prescribed procedures, or involve a determination of whether specific standards are met, or
are lacking in substantial importance to the employer's business as a whole. One test which
should be utilized in detem1ining whether an eniployee exercises discretionary powers is to

ask whether the decisions being made involve a discretion as to company policy or
procedure or commit the employer on matters of substantial importance. Mere
recommendations with respect to policies and procedures are not suffcient unless it can be
shown that the employer consistently accepted and followed those recommendations.

Subp. 4. Sole charge. Only one employee per enterprise, department, or branch
establishment may be considered to be in sole charge regardless of the number of work
shifts per day.

Subp. 5. Determination of exempt and nonexempt work. In determining exempt
and nonexempt work under parts 5200.0180 to 5200.0210, work directly related to
executive or administrative work may be included if the executive work which it relates to
is actually performed by the employee. It is not suffcient to claim certain work is exernpt
where the executive or administrative function it might be directly related to is not

perfom1ed by the employee.

Statutory Authority: MS s 177.28

Posted: June 11, 2008

5200.()180 rVlinnesota Rule
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5200.0210 PROFESSIONAL TESTS.

Subpart 1. Professional test I. Professional test I:

A. receives at least $250 per \\ieek in salary or fee;

B. either:

(1) performs work requiring advanced knowledge in a field of science or
leaming;

(2) performs work as a teacher in the activity of imparting knowledge; or

(3) performs \vork requiring invention, imagination, or talent in a recognized
field of artistic endeavor; and

C. consistently exercises discretion and judgment.

Subp. 2. Professional test H. Professional test II:

A. receives at least $170 per week in salary or fee;

B. either:

(1) performs work requiring advanced knowledge in a field of leaming
customarily acquired by prolonged specialized intellectual study, not a general academic
education, an apprenticeship, or training in routine mental or physical processes;

(2) performs original work dependent on the person's own creativeness in a
recognized field of artistic endeavor; or

(3) is a certified teacher working as such or recognized as such in the school
system where the person works;

C. consistently exercises judgment and discretion;

D. perfonl1s predominantly intellectual work so varied that the output cannot be
standardized by time necessary for accomplishment; and

E. devotes less than 20 percent of the hours worked to activities not essential to
the person's professional work.

Statutory Authority: MS s 177 .28

History: 17 SR 1279

Posted: June 11. 2008

5200.0210 Minnesota Rule
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1. .................... moves to amend LCPR09-04A, as follows:

1.2 Page 1, delete sections 1 and 2

1. Page 3, line 27, after "e:" insert "for each day during the payroll period, the

1.4 hours worked ifless than five, or certification that the teacher worked five or more hours,

1.5 whichever is applicable" and reinstate the semicolon

1.6 Page 3, line 28, reinstate the stricken language

1.7 Page 3, lines 30 to 31, reinstate the stricken language and delete the new language

1.8 Page 3, line 33, delete "(iOt and insert ".Q"

1.9 Page 3, line 34, strike "(11)" and inseii "illt

1. 0 Page 4, line 1, delete ", except for the" and insert ".:"

1.11 Page 4, delete line 2
1.2 Page 4, delete sections 4 and 5

1.3 Page 4, delete section 6

1.4 Renumber the sections in sequence

1.5 Amend the title accordingly

Amendment LCPR0904A-IA
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1. .................... moves to amend LCPR09-04A, as follows:

1.2 Page 1, delete sections 1 and 2

1. Page 3, line 27, after Iler" insert "for each day during the payroll period, the

1.4 hours worked if less than five, or ceitification that the teacher worked five or more hours,

1.5 whichever is applicablell and reinstate the semicolon

1.6 Page 3, line 28, reinstate the stricken language

1.7 Page 3, lines 30 to 31, reinstate the stricken language and delete the new language

1.8 Page 3, line 33, delete "D.1l and inseit "M"

1.9 Page 3, line 34, strike Il(ll)il and insert Il.u"

1.10 Page 4, line 1, delete", except for thell and inseit ".:il

1.11 Page 4, delete line 2
1.2 Page 4, delete section 4

1.13 Page 4, line 12, reinstate Ilt)ll and delete il, or 4d,"

1.4 Page 4, delete lines 14 to 16, and inseit:

1.5 Il(b) An employing unit that does not comply with reporting of work hours under

1.16 subdivision 4b, clause (7), by providing the association with information determined by the

1. 7 executive director to be incomplete or inaccurate, must pay an additional fine of $....... per

1.18 calendar day until the association receives data deemed accurate by the executive director.

1.9 ( c) The executive director is authorized to require an employing unit to submit

1.20 any infol11ation or records deemed necessary by the executive director to make the

1.1 determination required under this subdivision. il

1.22 Page 4, delete section 6

1.3 Renumber the sections in sequence

1.24 Amend the title accordingly

Amendment LCPR0904A-2A



06/02/0903:30 PM PENSIONS EB/LD LCPR09-04A

1. .. ....... ........... moves to amend...... ................ ..... ..~ as follows:

1. Page ...~ after line ...~ insert:

1.3 "ARTI CLE ...
1.4 TEACHERS RETIREMENT ASSOCIATION SERVICE CREDIT
1. PROCEDURE REVISIONS

1.6 Section 1. Minnesota Statutes 2008, section 354.05, is amended by adding a

1. subdivision to read:

1.8 Subd. 41. Annual base salary. (a) "Annual base salaiy" means:

1.9 (1) for an independent school district or educational cooperative, the lowest full-time

1.0 Bachelor of Aiis (BA) base contract salary for the previous fiscal year for that employing

1. 1 unit;
1.2 (2) for a charter school, the lowest starting annual salary for a full-time licensed

1.3 teacher employed during the previous fiscal year for that employing unit; and

1.14 (3) for a state agency or professional organization, the lowest starting annual salary

1.15 for a full-time Teachers Retirement Association covered position for the previous fiscal

1.16 year for that employing unit.

1. 7 (b) If there is no previous fiscal year data because an employer unit is new and

1.18 paragraph (c) does not apply, the annual base salary for the first year of operation wil be

1.19 as stated in paragraph ( a), except that the base contract salary for the current fiscal year,

1.0 rather than the previous fiscal year~ must be used.

1.1 (c) For a new employer unit created as a result of a merger or consolidation, the

1.22 annual base salary wil be the lowest annual base salary as specified in paragraph (a) for

1.23 any of the employer units involved in the merger or consolidation.

1.24 EFFECTIVE DATE. This section is effective July 1,2010.

1.5 Sec. 2. Minnesota Statutes 2008~ section 354.091, is amended to read:

1.26 354.091 SERVICE CREDIT.

1.27 Subdivision 1. Definition; monthly base salary. For purposes of this section,

1.28 "monthly base salary" means the annual base salary, as defined in section 354.05,

1.29 subdivision 41, divided by 12.

1.0 Subd. 2. Service credit annual limit. (a) In computing service eiedit, No teacher

1.31 may receive credit for more than one year of teaching service for any fiscal year.

1.32 AdditonalIy, in crediting allowable service:

1.33 (1) if a teacher teaches less than fi y'e hours in a day, serv ice credit must be gi ven for

1.4 the fractional part ofthe day as the tcnn of scrv'ec perfoii:cd beats to five hours,

Blind Amendment LCPR09-04A
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2.1 (2) if a teacher teaehe~ five or 1110re hour~ in a day, ~ervieeeredit nlU~t be gi~ven for

2.2 only one day;

2.3 (3) if a teacher teachc~ at least 170 full day~ in. any fi~eal year, service eicdit inu~t be

2.4 gi v en for a full year of teaching ~er'v'ice; and

2.5 (4) if a teacher teaehe~ for only a fractional part of the year, ~elv ice credit mu~t be

2.6 gi'v'en for ~ueh fractional part of the year in the ~amc rdation~hip as the period of ~Cl v ice

2.7 pcrfomied beans to 170 day~.

2.8 (b) A teacher inu~t receive a full year of ~eiviee credit ba~edon the iiumber of days

2.9 in the cmployer'~ full ~ehool year if that ~ehool year i~ le~~ than 170 day~. Teaching

2.10 service perf'Ol1ucd before July 1, 1961, mu~t be computed under the law in effect at the

2.11 timc it 'yva~ pcrformed.

2.12 (c) A teacher mu~t not lo~e or gain retiremcnt ~crvicc credit as a rc~ult of the 

2.13 einployer converting toa flexible or altcl1ate work ~ehcdule. If the employer eonvcrt~

2.14 to a flexible or alternate work ~chedule, the form~ for reporting teaching sef"v'iee and the

2.15 proeedure~ for dete111ining ~er'v'iec credit nlU~t be determined by the executive director

2.1 6 with the appro'v'al of the board of tru~tce~.

2.1 7 Subd. 3. Service credit calculation. (a) Except as specified in subdivisions 4 and

2.18 51 service credit wil be calculated monthly by dividing the teacher's monthly salary by

2.19 the monthly base salary for the teacher's employing unit and multiplying the result by

2.20 11.1 percent.

2.21 (b) For purposes of computing service credit, salary wil be allocated to each

2.22 calendar month based on the pay period begin and end dates. If the pay period covers

2.23 more than one calendar month, the salary must be allocated based on the number of days

2.24 in each calendar month.

2.25 (c) A teacher may not receive more than 11.1 percent of a year's service credit in

2.26 a calendar month.

2.27 (d) Annual service credit is calculated by adding the allowable monthly service

2.28 credit for all 12 months of the fiscal year with the result rounded to two decimal places,

2.29 subject to the annual limit specified in subdivision 2.

2.30 Subd. 4. Service credit determination for Minnesota State Colleges and

2.31 Universities system teachers. fe For all services rendered on or after July 1, 2003,

2.32 service credit for all members employed by the Minnesota State Colleges and Universities

2.33 system must be determined:

2.34 (1) for full-time employees, by the definition of full-time employment contained in

2.35 the collective bargaining agreement for those units listed in section 1 79A.l 0, subdivision

Article... Sec. 2. 2 Blind Amendment LCPR09-04A



06/02/0903:30 PM PENSIONS EB/LD LCPR09-04A

3.1 2, or contained in the applicable personnel or salary plan for those positions designated in

3.2 section 1 79A.l 0, subdivision 1; and

3.3 (2) for part-time employees, by the appropriate proration of full-time equivalency

3.4 based on the provisions contained in the collective bargaining agreement for those units

3.5 listed in section 1 79A. 10, subdivision 2, or contained in the applicable personnel or salary

3.6 plan for those positions designated in section 1 79A. 10, subdivision 1, and the applicable

3.7 procedures of the Minnesota State Colleges and Universities system~.:

3.8 (3) in no ellC may a member reecIve more than one ycar of servicc credit fur any

3.9 fiscal year.

3.10 Subd. 5. Service credit procedure, nontraditional schedules. For employer units

3.11 that have nontraditional work schedules or pay schedules, the procedure for determining

3.12 service credit must be approved by the executive director.

3.13 EFFECTIVE DATE. This section is effective for teaching service performed after

3.14 June 30, 2010.

3.15 Sec. 3. Minnesota Statutes 2008, section 354.52, subdivision 4b, is amended to read:

3.16 Subd. 4b. Payroll cycle reporting requirements. An employing unit shall provide

3.17 the following data to the association for payroll warrants on an ongoing basis within 14

3.18 calendar days after the date of the payroll warrant in a format prescribed by the executive

3.19 director:

3.20 (I) association member number;

3.21 (2) employer-assigned employee number;

3.22 (3) Social Security number;

3.23 (4) amount of each salary deduction;

3.24 (5) amount of salary as defined in section 354.05, subdivision 35, fi'om which each

3.25 deduction was made;

3.26 (6) reason for payment;

3.27 (7) scr.y'icc credit;

3.28 f8 the begim1Ing and ending dates of the payroll period covered and the date

3.29 of actual payment;

3.30 f9 fffiscal year of salary earnings;

3.31 fW í2total remittance amount including employee, employer, and additional

3.32 employer contributions; mt

3.33 (10) reemployed annuitant salary under section 354.44, subdivision 5; and

3.34 (11) other infonnation as may be required by the executive director.

Blind Amendment LCPR09-04A
Article... Sec. 3. 3
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4.1 EFFECTIVE DATE. This section is effective January 1,2010, except for the 

4.2 striking of clause (7), which is effective July 1,2010.

4.3 Sec. 4. Miruiesota Statutes 2008, section 354.52, is amended by adding a subdivision

4.4 to read:

4.5 Subd. 4d. Annual base salary reporting. An employing unit must provide the

4.6 following data to the association on or before June 30 of each fiscal year:

4.7 (1) annual base salary, as defined in section 354.05, subdivision 41; and

4.8 (2) beginning and ending dates for the regular school work year.

4.9 EFFECTIVE DATE. This section is effective July 1,2009.

4.10 Sec. 5. Minnesota Statutes 2008, section 354.52, subdivision 6, is amended to read:

4.11 Subd. 6. Noncompliance consequences. í& An employing unit that does not

4.12 comply with the reporting requirements under subdivision 2a, 4a, er 4b, or 4d, must pay a

4.13 fine of $5 per calendar day until the association receives the required data.

4.14 (b) If the arumal base salary required to be rep0l1ed under subdivision 4d has not

4.15 been settled or detennined as of June 16, the fine must commence if the arumal base salary

4.16 has not been reported to the association within 14 days following the settlement date.

4.17 EFFECTIVE DATE. This section is effective July 1,2009.

4.18 Sec. 6. Minnesota Statutes 2008, section 354.66, subdivision 3, is amended to read:

4.19 Subd, 3. Part-time teaching position, defined. (a) For purposes of this section,

4.20 the term 1fpa11-time teaching position1f means a teaching position within the district in

4.21 which the teacher is el1ìloyed for at least 50 full days or a fractional equi~y'a1cnt thereof as

4.22 picsciibed in section 354.091, and for which the teacher is compensated in for an amount

4.23 of at least 30 percent, but not exceeding 80 percent of the compensation established by the

4.24 board for a full-time teacher with identical education and experience with the employing

4.25 unit

4.26 (b) For a teacher to which subdivision 1 c, paragraph (b), applies, the tenn "part~time

4.27 teaching position" means a teaching position within the district in which the teacher is

4.28 eniployed for at least 25 full days or a fnietional cquivalent thereof aspreseribed in section

4.29 354.091, and for which the teacher is compensated in for an amount of at least 15 percent,

4.30 but not exceeding 40 percent of the compensation established by the board for a full-time

4.31 teacher, with identical education and experience with the employing unit

4.32 EFFECTIVE DATE. This section is effective for service provided after June 30,

4.33 2010."

Article... Sec. 6. 4
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Amend the title accordingly

Article... Sec. 6.
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