State Of MinneSOta \ LEGISLATIVE COMMISSION ON PENSIONS AND RETIREMENT

S.F. 197 H.F. 318
(Skogen) (Nornes)

Executive Summary of Commission Staff Materials

Affected Pension Plan(s): PERA-General
Relevant Provisions of Law:.  Special law provision

General Nature of Proposal.  Full actuarial value prior service credit purchase for uncredited city
employment

Date of Summary:. March 4, 2009

Specific Proposed Changes
e The proposed legislation would permit an Elizabeth, Minnesota, municipal liquor store

employee with an eligible uncredited period of prior employment to purchase allowable
service credit for that period, with a substantial mandatory city payment.

Policy Issues Raised by the Proposed Legislation

1. Conformity with Commission policy principles and recent Commission practice.
2. Prior service credit purchase cost and allocation.

3. Appropriateness of the imposition of state aid deductions if the employer fails to make
purchase payment.

4, Precedent.

Potential Amendments

There are no technical or substantive amendments suggested by the Commission staff.
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State Of MinneSOta \ LEGISLATIVE COMMISSION ON PENSIONS AND RETIREMENT

TO: Members of the Legislative Commission on Pensions and Retirement
FROM: Lawrence A. Martin, Executive Director /A/e
RE: S.F. 197 (Skogen); H.F. 318 (Nornes): PERA; Purchase of Service Credit for

Period of Past Due Omitted Contributions for Elizabeth, Minnesota, Employee

DATE: March 4, 2009

Summary of S.F. 197 (Skogen); H.F. 318 (Nornes)

S.F. 197 (Skogen); H.F. 318 (Nomes) permits Janet Fuder, described as the likely sole member of a
defined class of local government employees rather than named in order to conform with a Minnesota
Constitutional restriction, to purchase four months of service credit in the General Employee Retirement
Plan of the Public Employees Retirement Association (PERA-General). Ms. Fuder's payment obligation
would be the amount of her omitted member contributions plus 8.5 percent interest since October 15,
2004, and the City of Elizabeth, Minnesota, would be obligated to pay the balance of the full actuarial
value of the benefit Ms. Fuder obtains by virtue of the purchase or the omitted employer contributions
plus 8.5 percent interest since October 15, 2004, whichever is the greater amount. The special authority is
effective on final enactment and expires on July 1, 2010.

Public Pension Problem of Janet Fuder of Fergus Falls, Minnesota

Janet Fuder, a resident of Fergus Falls, Minnesota, was an employee of the City of Elizabeth municipal
liquor store beginning in late July 2004, exceeded the $425 monthly salary threshold for mandatory
coverage by the General Employee Retirement Plan of the Public Employees Retirement Association
(PERA-General) in September 2004, but was not first reported as a PERA-General member until J anuary
2005, leaving a four-month period of eligibility without retirement coverage. Minnesota Statutes, Section
353.01, Subdivision 2a, provides that local government employees who receive at least $425 in salary in
any month are to be covered by PERA-General for that month and for all subsequent months of local
government employment, with PERA-General member contributions to be deducted from the employee’s
compensation and with PERA-General employer contributions to be made by the employer on behalf of the
member. Minnesota Statutes, Section 353.27, Subdivision 12, Paragraph (e), sets a three-year statute of
limitations on PERA’s collection of omitted contributions. Ms. Fuder feels that she is being punished for
her employer’s error and wishes to have PERA-General service credit for the omitted four-month period.

Background Information

Janet Fuder’s public pension problem touches on several aspects of public pension plan coverage, which
may be more understandable with some general background information. Relevant background
information is attached on the following topics:

Attachment A: PERA-General membership inclusions and exclusions.

Attachment B: PERA-General membership eligibility.

Attachment C: PERA-General membership coverage enforcement responsibilities.

Attachment D: Recovery of PERA-General and other general retirement plan omitted salary deductions.

Discussion and Analysis

S.F. 197 (Skogen); H.F. 318 (Nornes) permits Janet Fuder to purchase at full actuarial value four months
of service credit in the General Employee Retirement Plan of the Public Employees Retirement
Association (PERA-General) representing the period during which her employer, the City of Elizabeth
municipal liquor store, neglected to report her as a PERA-General member and deduct required member
contributions, with the city obligated to pay a substantial portion of the full actuarial value purchase
payment amount.

The proposed legislation raises a number of potential pension and related public policy issues for
Commission consideration and possible discussion, as follows:

1. Conformity With Commission Policy Principles and Recent Commission Practice. The policy issue is
the extent to which Ms. Fuder's proposed solution to her public pension problem conforms with the
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Commission's Principles of Pension Policy as they have been recently applied by the Commission.
Policy Principle I.C.10., as currently interpreted by the Commission, provides for purchases of public
pension plan credit for periods of prior unaccredited service on a case-by-case basis, where the grant
of credit accompanied by a payment by the purchaser or from a variety of sources equal to the full
actuarial liability to be incurred by the plan for the benefit obtained by the purchase and where the
purchase does not violate notions of equity. If Ms. Fuder's loss of service credit is a result of an error
by the City of Elizabeth, Minnesota, as Ms. Fuder contends and as it appears from the documentation
she supplied, and if there is no other factor associated with Ms. Fuder that would make the purchase
an inequitable grant, it appears that her requested solution contained in the proposed legislation
conforms with the Commission's Policy Principles. Ms. Fuder and the City of Elizabeth should both
be accorded an opportunity to testify before the Commission, where any remaining equitable questions
could be resolved.

2. Prior Service Credit Purchase Cost and Allocation. The policy issue is the magnitude of the purchase
payment required to accompany the prior service credit purchase and the proposed allocation of that
cost between Ms. Fuder and the City of Elizabeth, Minnesota, under Ms. Fuder's requested remedy.
The proposed legislation requires that the prior service credit purchase be at least equal to the full
actuarial value of the benefit obtained from the additional service credit and allocates that amount
between Ms. Fuder, who would pay the amount of her omitted member contributions from 2004 and
interest since 2004, and the City of Elizabeth, which would pay the greater of either the balance of the
full actuarial value cost or the unpaid 2004 employer and employer additional contributions plus
interest since 2004. While the service credit period to be purchased is short, depending on Ms. Fuder's
age and the length of any prior Minnesota public pension plan coverage, the full actuarial value
payment amount could exceed the unpaid contributions plus interest. The proposed legislation
mandates an employer payment rather than the permissive employer payment normally utilized in
prior service credit purchases (see Minnesota Statutes, Section 356.551, Subdivision 2, Paragraph (e))
because it appears that the loss of PERA General Employees Retirement Plan service credit was a
result of an employer mistake and because the Commission recently has routinely mandated employer
participation in the purchase when the employer's error or omission causes the service credit loss.
Because of the manner in which Minnesota funds its pension cost, with a level contribution
requirement that overpays during the early portion of each member's career to offset an underpayment
during the later portion of each member's career, if Ms. Fuder is currently very young and if this
service credit is her initial Minnesota public pension plan coverage, it is possible that her equivalent
member contribution payment, plus interest, may exceed the full actuarial value of the benefit
obtained, which is why the employer has an alternative payment obligation of the unpaid employer
contributions plus interest.

3. Appropriateness of the Imposition of State Aid Deductions if the Emplovyer Fails to Make Purchase
Payment. The policy issue is the appropriateness of the provision included in the proposed legislation
to resolve Ms. Fuder's public pension problem that would deduct the payment obli gation of the City of
Elizabeth, Minnesota, from its future state aid if the city fails to make its payment in a timely manner.
The provision is routinely included by the Commission in prior service credit purchase legislation
whenever a mandatory employer payment is included in the legislation and it insures that the pension
fund is protected financially when it extends service credit for previously uncovered prior
employment. The provision provides a guarantee that the employer causing a pension coverage loss
previously cannot compound the problem by failing to fund the remedy. Public employers frequently
are not aware of the cost of resolving public pension problems after the fact and balk at the eventual
cost even if the employer admits its role in causing the pension service credit loss problem.

4. Precedent. The policy issue is whether or not there exists previously enacted legislation that serves as
a precedent for the proposed legislation and whether or not the enactment of this proposed legislation
could become an adverse precedent for future special legislative requests. There are numerous recent
precedents for special legislation substantially identical to Ms. Fuder's requested solution where the
public employer was responsible for the public pension coverage loss, including:

o First Special Session Laws 2003, Chapter 12, Article 14, Section 2 (derived from 2003 HE 1343-Powell/
SF 1235-Belanger)

o Laws 2004, Chapter 267, Article 16, Section 1 (derived from 2004 HF 1586 (Nelson, P.)/SF 1579-Nienow)

o Laws 2006, Chapter 271, Article 14, Section 16 (derived from 2006 HF 3616 (Atkins)/SF 3264-Metzen)

o Laws 20006, Chapter 271, Article 14, Section 17 (derived from a Commission amendment)

o Laws 2006, Chapter 271, Article 14, Section 11 (derived from 2006 HF 25 23-Ozment)
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e Laws 2006, Chapter 271, Article 14, Section 6 (derived from 2006 HF 2968-Abeler; 2006 HF 2799-Abeler,
by request)/SF 2626-Jungbauer)

o Laws 2007, Chapter 134, Article 12, Section 5 (derived from 2007 HF 1878-Welti/SF 1853-Senjem

e Laws 2007, Chapter 134, Article 12, Section 1 (derived from 2007 HF 876-Swails/SF 2016-Saltzman)

o Laws 2008, Chapter 349, Article 16, Section 8 (derived from 2008 HF 3508-Hausman/SF 3188-Anderson)

There is one precedent for even more favorable treatment of the constituent, where the employer was
obligated to pay the entire prior service credit purchase payment amount where the employer failed to
properly report a public employee for pension coverage in First Special Session Laws 2001, Chapter 10,
Article 17, Section 3 (derived from 2001 HF 1326-Mares/SF 1327-Bachman). If the proposed legislation
would be included in the 2009 Omnibus Retirement Bill as currently constituted, the solution to Ms.
Fuder's public pension problem would not constitute an adverse precedent for a future legislative request
for a similar circumstance.
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Attachment A

Background Information on
PERA-General Membership Inclusions and Exclusions

When the General Employee Retirement Plan of the Public Employees Retirement Association (PERA-
General) was established in 1931, plan membership was optional for governmental subdivisions and, if
the governmental subdivision elected to be a participating employer, was optional for employees
employed before April 24, 1931, and was mandatory for employees employed after April 23, 1931, All
counties, all first (except Minneapolis), second, and third class cities, including home rule cities, all public
schools (except the Minneapolis Public Schools), and all villages with a population of at least 7,000 were
eligible to be participating employers. Employees of a participating employer who were not paid in whole
or in part from public funds, or who were covered by another public pension plan, or who were temporary
employees, or who had an average length of employment annually of less than six months were excluded
from PERA membership.

By 1941, the specification in law of PERA membership had become somewhat more complex. School
districts were specified as eligible participating employers, reflecting the authorization of independent
school districts. The 1941 exceptions from membership were:

(1) employees of governmental subdivisions that had not elected to be participating employers;

(2) employees hired before the governmental subdivisions became a participating employer and did
not elect PERA membership;

(3) employees of a participating employer who were not paid in whole or in part from public funds;

(4) temporary employees of participating employers (defined as a person who is employed for less
than six months within a 12 month period, or who is employed as a substitute for another
employee who is on leave, or who is employed in a position that is not seasonal but is of an
essentially temporary character, or who is employed part-time with total annual compensation of
less than $300 unless the person was in a government classified civil service position);

(5) amember of another Minnesota public employee pension plan; or

(6) aperson who by virtue of past employment is entitled to a pension from another Minnesota public
employee pension plan or who has been designated as a future beneficiary of a benefit from
another Minnesota public employee pension plan.

In 1951, towns and boroughs were added as eligible participating employers. In 1951 and 1955, PERA
membership was made mandatory for local government employees who were not eligible for other

Minnesota public pension plan coverage. This resulted in a rapid growth in the PERA membership, from
8,246 members in 1946 to 36,470 members in 1956.

By 1957, more changes in the PERA membership specification had occurred. The League of Minnesota
Municipalities and PERA itself were made eligible participating employers. PERA coverage was made
mandatory for all employees of all governmental subdivisions unless the employee was specifically
excluded or the employee was over age 60 on June 30, 1957, and had less than six years of service as of
that date. Legislators, the secretary of the Minnesota Senate, and the chief clerk of the Minnesota House
of Representatives were specifically included in PERA membership. The PERA membership exclusions
were revised, with the major exclusions as follows:

(1) person employed for professional services incidental to the person’s regular profession and
compensated on a per diem basis;

(2) election officers;

(3) employees of independent contractors performing public services;

(4) patient or inmate help in local government charitable, penal, or correctional facilities:

(5) members of boards, commissions, volunteer fire departments, bands, and other intermittent
employees paid on a per diem, per meeting, or per fire basis;

(6) temporary, emergency, or seasonal employees as defined by PERA rules; and

(7) employees required to contribute to another Minnesota public pension plan on account of that
employment.
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In 1961, the PERA membership specification provisions continued to change. Local elected officials were
given the option to be members of PERA and employees of local elected officials were included in PERA
membership, as were district court reporters and port authority employees. An exclusion for police
matrons employed by a city police department and transferred to a joint city-county detentions and
corrections authority was also added to PERA law.

After 1961 and until 1974, public employees who had a salary of less than $75 per month were excluded
from PERA membership. In 1963, an exclusion for persons who elected to be excluded from PERA
membership for religious reasons was added. In 1965, probate, municipal and special municipal judges
were included in PERA membership and students who were occasionally employed part-time by
governmental subdivisions were excluded from PERA membership. In 1967, the student exclusion was
modified to apply to full-time students employed part-time as governmental employees. In 1971, the
specific exclusion for volunteer firefighters was deleted from PERA law. In 1973, school district
employees with separate salaries for driving their own buses were included in PERA coverage and
exclusions were added for resident physicians, medical interns, pharmacist interns in public hospitals and
for appointed or elected officials compensated entirely on a fee basis if not members in 1971.

In 1974, until 1977, the minimum salary threshold for PERA membership was increased to $150 in any
month during a year, or $1,800 annually. The minimum salary threshold for PERA membership was
increased in 1977 to $250 in any month during a year or $3,000 annually in 1977. In 1981, the minimum
salary threshold for PERA membership increased to $325 in any month during the year, or $3,900
annually. Also, in 1981, city managers were granted the authority to elect an exclusion from PERA
coverage in favor of separate individual deferred compensation program coverage. The current minimum
salary threshold for PERA membership was set at $425 in any month during the year, or $5,100 annually,
in 1988. In 1997, St. Paul school district pipefitters were excluded from PERA membership and, in 2000,
other St. Paul city and school district trades personnel were also excluded from PERA membership. The
1997 legislation was considered and recommended by the Legislative Commission on Pensions and
Retirement. The 2000 legislation was not reviewed or recommended by the Commission, but was added
by the Senate Governmental Operations Committee to the 2000 omnibus pension bill.
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Attachment B

Background Information on
PERA-General Membership Eligibility

When the Public Employees Retirement Association (PERA) was established in 1931, modeled heavily on the law
governing the State Employees Retirement Association (SERA), renamed in 1969 the Minnesota State Retirement
System (MSRS), the plan was optional for governmental subdivisions and, if the governmental subdivision elected
to be a participating employer, was optional for employees employed before April 24, 1931, and was mandatory
for employees employed after April 23, 1931. All counties, all first, second, and third class cities, including home
rule cities, all public schools, and all villages with a population of at least 7,000 were eligible to be a participating
employer. Employees of a participating employer who were not paid in whole or in part from public funds, or who
were covered by another public pension plan, or who were temporary employees, or who had an average length of
employment annually of less than six months.

By 1941, the specification of PERA membership had become somewhat more complex. School districts were
specified as eligible participating employers, reflecting the authorization of independent school districts.
Exceptions from membership were:

(1) employees of governmental subdivisions that had not elected to be participating employers;

(2)  employees hired before the governmental subdivisions became a participating employer and did not elect PERA membership;

(3) employees of a participating employer who were not paid in whole or in part from public funds;

(4) temporary employees of participating employers (defined as a person who is employed for less than six months within a
12-month period, or who is employed as a substitute for another employee who is on leave, or who is employed in a
position that is not seasonal but is of an essentially temporary character, or who is employed part-time with total annual
compensation of less than $300 unless the person was in a government classified civil service position);

(5) amember of another Minnesota public employee pension plan; or

(6) a person who by virtue of past employment is entitled to a pension from another Minnesota public employee pension plan
or who has been designated as a future beneficiary of a benefit from another Minnesota public employee pension plan.

In 1951, towns and boroughs were added as eligible participating employers.

By 1957, more changes in the PERA membership specification had occurred. The League of Minnesota
Municipalities and PERA were made eligible participating employers. PERA coverage was made mandatory for
all employees of all governmental subdivisions unless the employee was specifically excluded or the employee was
over age 60 on June 30, 1957, and had less than six years of service as of that date. Legislators, the secretary of
the Minnesota Senate, and the chief clerk of the Minnesota House of Representatives were specifically included in
PERA membership. The PERA membership exclusions were:

(1) person employed for professional services incidental to the person’s regular profession and compensated on a per diem basis:
(2) election officers;

(3) employees of independent contractors performing public services;

(4) patient or inmate help in local government charitable, penal, or correctional facilities;

(5) members of boards, commissions, volunteer fire departments, bands, and other intermittent employees paid on a per diem,
per meeting, or per fire basis;

(6) temporary, emergency or seasonal employees as defined by PERA rules; and

(7)  employees required to contribute to another Minnesota public pension plan on account of that employment.

By 1961, the PERA membership specification provisions continued to change. Local elected officials and
employees of local elected officials were included in PERA membership, as were district court reporters and port
authority employees. An exclusion for police matrons employed by a city police department and transferred to a
joint city-county detentions and corrections authority was also added to PERA law.

After 1961 and until 1974, public employees who had a salary of less than $75 per month were excluded from
PERA membership. In 1963, an exclusion for persons who elected to be excluded from PERA membership for
religious reasons was added. In 1963, probate, municipal and special municipal judges were included in PERA
membership and students who were occasionally employed part-time by governmental subdivisions were excluded
from PERA membership. In 1967, the student exclusion was modified to apply to full-time students employed
part-time as governmental employees. In 1971, the specific exclusion for volunteer firefi ghters was deleted from
PERA law. In 1973, school district employees with separate salaries for driving their own buses were included in
PERA coverage and exclusions were added for resident physicians, medical interns, pharmacist interns in public
hospitals and for appointed or elected officials compensated entirely on a fee basis if not members in 1971.

In 1974, until 1977, the minimum salary threshold for PERA membership was increased to $150 in any month
during a year, or $1,800 annually. The minimum salary threshold for PERA membership was increased in 1977 to
$250 in any month during a year or $3,000 annually in 1977, In 1981, the minimum salary threshold for PERA
membership increased to $325 in any month during the year, or $3,900 annually. The current minimum salary
threshold for PERA membership was set at $425 in any month during the year or $5,100 annually in 1988.
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Attachment C

Background Information on
PERA-General Membership Coverage Enforcement Responsibilities

Membership in the General Employee Retirement Plan of the Public Employees Retirement Association
(PERA-General) is largely mandatory for employees of most governmental subdivisions and related local
governmental entities, with 24 exclusions from coverage and with seven optional memberships. The
membership provisions are largely contained in Minnesota Statutes, Section 353.01, Subdivisions 2, 2a,
2b, and 2d.

The PERA-General membership exclusions include local government employees who consistently receive
compensation less than $425 per month, elected officials other than county sheriffs, election officers and
judges, patient or inmate workers, temporary employees, employees hired for a specific emergency,
employees required to be covered by another Minnesota public pension plan, certain religious order
members, full-time students under age 23, medical residents in a degree program, foreign citizens with a
short-term visa, certain volunteer ambulance service and volunteer fire service personnel, certain St. Paul
city and school district trades personnel, certain Metropolitan Airports Commission trades personnel,
seasonal personnel hired after 2002 for not more than 185 consecutive days per year, work study
employees, independent contractors, and reemployed annuitants.

PERA-General optional memberships, by election of the person, are labor organization employees,
appointees to some non-local government elected positions, State department heads appointed by the
Governor, city managers, and St. Paul Port Authority employees, and by election of the employing unit,
are Minnesota Association of Townships employees and county historical society employees.

As a mechanism to ensure that all local government employees who should be covered by PERA-General
are covered by PERA-General, Minnesota Statutes, Section 353.27, Subdivision 10, requires that all
PERA-covered employing units file an exclusion report with PERA annually. The exclusion report is
required to list those employees in potentially PER A-eligible employment positions who were not
reported as members and must be certified by the employer as to accuracy and completeness. PERA has
authority to conduct field audits to review governmental subdivision payroll records. Additionally, under
Minnesota Statutes, Section 353.27, Subdivision 11, participating employing units are required to provide
prompt responses to PERA upon request about the status of employees or former employees. PERA also
is empowered to request payroll abstracts and salary schedules.

Under Minnesota Statutes, Section 353.27, Subdivision 12, if PERA member deductions were omitted,
the employing unit is required to inform PERA upon the discovery and correct the omission, with
deductions omitted for longer than 60 days becoming the liability of the employer. PERA is permitted to
pursue the recovery of omitted member contributions up to the expiration of the third calendar year after
the calendar year in which the omitted deductions occurred and if an action for recovery has been initiated
within the time period, PERA is permitted to continue recovery efforts.
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Attachment D

Background Information on
Recovery of PERA-General and
Other General Retirement Plan Omitted Salary Deductions

Minnesota public pension plans, with the exception of volunteer firefighter relief associations, are
contributory retirement plans. Contributory retirement plans are retirement plans where the active
membership participates in the funding of the retirement plan through mandatory member contributions.

In Minnesota, the Commission’s policy in setting the member contribution rates has been to require
general employee retirement plan member contributions to equal at least one-half of the actuarial normal
cost of the plan and to require public safety employee retirement plan member contributions to equal 40
percent of the actuarial cost of the plan.

The various retirement plans provide for collecting the mandatory member contributions by payroll
deductions by the employing unit.

A primary issue is the issue of the member responsibility for the payment of any omitted deduction
amount. Since the payment and receipt of member deductions triggers the crediting of allowable service
for vesting, benefit eligibility, and benefit calculation purposes, when there are omitted deductions, the
plan member will suffer the consequences and has an interest in making necessary corrections. Two of
the three statewide major pension plans provide for the member payment of omitted member deductions,
but Teachers Retirement Association (TRA), the three first class city teacher retirement fund associations,
and MERF have no comparable authority.

Another significant issue is the issue of the employer responsibility for the payment of any omitted
deduction amount. There is considerable variability in the employer authority or requirement for the
payment of omitted member deductions, with no employer payment provision for MERF, with an
immediate automatic employer responsibility for the four teacher retirement plans, and a variable
requirement for MSRS-General and PERA-General after a certain period of time without member
payment. It is unclear what the policy basis might be for treating various plan members differently and
more advantageously.

Another issue of significance is the issue of whether or not there should be a limitation on the payment of
omitted deductions and, if there should be a limit, the length until that limit is met. The seven plans
differ, with no limit for MSRS-General and MERF, a three-year limit for PERA-General and the first
class city teacher retirement fund associations, and a 46-year limit (1957) for TRA. The differences have
no specified or easily inferred policy basis. Consideration should be given to treating all public pension
plan members consistently in whether and when omitted deductions can be corrected.

If the required payroll deduction of a member contribution does not occur, it would be caused by an
employing unit accounting error. Most retirement plans, but not all plans, have omitted member
deduction recovery requirements, but those requirements vary between plans. The following summarizes
the difference between the omitted deduction provisions of the various general employee retirement plans:

Plan Omitted Deduction - Member Payment

MSRS-General  If deduction is not taken for 60 days or less, deduction is to be made from later payroll abstract. [352.04, Subd. 8)

PERA-General  Omission of a deduction must be immediately reported to PERA, with payment of the omitted deduction consistent with
PERA executive director reporting procedures and methods. If the entire deduction omission period is 60 days or less, the

employer may report and submit omitted deduction payment to PERA under regular reporting and remittance procedures,
[363.27, Subd. 12]

TRA Omitted deductions after 6/30/1957 and before 7/1/1991 may be paid any time before retirement by the member, plus
annual compound interest at 8.5 percent from the end of the fiscal year in which the shortage occurred to the date of
payment, with formula service credit downwardly adjusted if the shortage is not paid. [354.50, Subd. 5]

DTRFA No requirement for member payment of omitted deductions.
MTRFA No requirement for member payment of omitted deductions.
SPTRFA No requirement for member payment of omitted deductions.
MERF No specific provision.

S0197-HO318 Memo D-1 Attachment D



Plan

Omitted Deduction ~ Employer Payment

MSRS-General

PERA-General

TRA

DTRFA

MTRFA

SPTRFA

MERF

Plan

If deduction is not taken for more than 60 days, employer is obligated to pay both member and employer contribution plus
8.5 percent of the total annual amount if under one year or interest at the compound annual rate of 8.5 percent if period
exceeds one year, [352.04, Subd. 8]

If deduction is omitted for more than 60 days, the employer must furnish sufficient data to allow PERA to determine
omitted amounts, future deductions must be made, and the employing unit required to pay the omitted deduction amount,
plus the associated employer contribution amounts, and interest on the fotal at the compound interest rate of 8.5 percent
from the date the amount was first payable fo the date of actual payment. The employer may not hold the member liable
for the omitted deduction amount or attempt to recover the amount from the member. [353.27, Subd. 12]

Omitted deductions after 6/30/1981 are the sole obligation of the employing unit and must be paid following notification by
TRA with annual compound interest at the rate of 8.5 percent from the end of the fiscal year in which the shortage
occurred {o the date of the payment. The employer must pay the employer contribution applicable to omitted deductions
after 6/30/1986. [354.50, Subd. 5]

Omitted deductions are the sole obligation of the employing unit and must be paid following notification by the plan with
monthly compound interest at the rate of 0.71 percent from the date the payment was due to the date that payment is
made, with a minimum interest charge of $10. [354A.12, Subd. 1a]

Omitted deductions are the sole obligation of the employing unit and must be paid following notification by the plan with
monthly compound interest at the rate of 0.71 percent from the date the payment was due to the date that payment is
made, with a minimum interest charge of $10. [354A.12, Subd. 1a]

Omitted deductions are the sole obligation of the employing unit and must be paid following notification by the plan with
monthly compound interest at the rate of 0.71 percent from the date the payment was due to the date that payment is
made, with a minimum interest charge of $10. [354A.12, Subd. 1a]

No specific provision,

Omitted Deduction For Subsequently Terminating Employee

MSRS-General

PERA-General

TRA
DTRFA
MTRFA
SPTRFA
MERF

Plan

For omitted member deduction for employee who terminates before the omission is corrected, and the period is 60 days
or under, no member contribution is collected, but employer is obligated to pay the employer contribution, and the unpaid
member contribution is considered to be a refund open for repayment in the event that the person returns to state
employment. If the period is over 60 days, employer is obligated to pay member and employer contributions, plus amount
in lieu of interest or interest at 8.5 percent. [352.04, Subd. 8]

If there are omitted member deductions for a person who has terminated, no omitted member deductions are payable, but the
employing unit is liable for the employer contributions associated with the member deductions, plus interest at a compound
annual rate of 8.5 percent. A terminated member for whom deductions were omitted or a current member with a prior period
covered by an omitted deduction period may pay the omitted deduction amount within a period of six months after initial
notification of eligibility to pay the amount, or, if the person is covered by another Minnesota public pension plan, within six
months of the termination of subsequent public service. If the terminating member is immediately eligible to begin receipt of an
annuity, the terminating member shall pay the omitted deduction amount within six months of notification, or forfeit the
payment right, and the employing unit is obligated to pay the omitted employer contributions associated with the deductions,
plus interest at an annual compound rate of 8.5 percent. [353.27, Subds. 12, 12a, and 12b)]

No specific provision.
No specific provision.
No specific provision.
No specific provision.
No specific provision.

Time Limitation on Correcting Omitted Deductions

MSRS-General
PERA-General

TRA
DTRFA
MTRFA
SPTRFA
MERF

S0197-H0318 Memo

No provision.

PERA not allowed to recover omitted deductions or contributions due for more than three calendar years after the
calendar year in which the omission occurred. No payments of omissions may be accepted by PERA unless PERA has
begun action to recover, which occurs when PERA mails written correspondence requesting pertinent data to allow for the
computation of the omission. [353.27, Subd. 12]

Omitted deductions dating before 7/1/1957 may not be paid. [354.51, Subd. 5]

Omitted deductions due for more than three years after the date of the omission are not payable. [354A12, Subd. 1a]
Omitted deductions due for more than three years after the date of the omission are not payable. [354A12, Subd. 1a]
Omitted deductions due for more than three years after the date of the omission are not payable. [354A12, Subd. 1a]
No specific provision.
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Public Employees Retirement Association of Minnesota
80 Empire Drive, Suite 200
Saint Paul, Minnesota 55103-2088
Member Information Services: 651-296-7460 or 1-800-652-9026
Employer Response Lines: 651-296-3636 or 1-888-892-7372
PERA Fax Number: 851-297-2547
PERA Website: www.mnpera.org

September 10, 2008

JANET FUDER
19739 COZY POINT DR
FERGUS FALLS MN 56537-7325

RE: Omitted PERA Contributions

Dear JANET FUDER:

Thank you for your letter of August 26. At the request of your employer, the City of Elizabeth,
PERA reviewed your salary for the 2004 calendar year last July and found that you did qualify
for membership as of September 15. The city did not enroll you in PERA, however, until
January 2005. As was explained to your employer, PERA is prevented by law from recovering
omitted deductions from an employer that are older than three full calendar years.

Your only option to receive additional pension service credit for the months of September
December 2004 is to petition the Legislative Commission on Pensions and Retirement in Saint
Paul. If the Commission grants your petition, you would have the opportunity to purchase the
four months of 2004 service at actuarial cost.

The Commission may be contacted at:

Room 55 State Office Building
100 Rev. Dr. Martin Luther King Jr. Blvd.
Saint Paul, MN 55155-1201

Telephone (651) 296-2750 -
FAX (651) 297-3697
e-mail: lepr@icpr.leq.mn

Please call the toll-free number below is you have additional questions.
Sincerely,

Scott McLeod

Division of Account Information Management

Public Employees Retirement Association of Minnesota
(888) 892-7372 (option #3) Y

MEMO00999001012.doc
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PERA - Individual Record of Earnings B
Public Employees Retirement Association {
60 Empire Drive, Suite, 200, St. Paul, MN 55103-2088 '
PERA Employer Fax Number 651 296-2493. Employer Phone Lines 651 296-3636 or 1-888-892-PERA

Instructions  Emplovers are to complete this form when

- responding to a request from PERA for the employment status and earnings of an individual whereby
contributions were not reported to PERA from the begmning of their employment with your agency.

- reporting the earnings of a PERA-eligible mndividual who was either overlooked or mustakenly excluded and

for whom deductions were not withheld 74 PERA Nonce of Member Enroliment form must also be completed
if the indinvidual has not 1ey mnated their emplovment )

- reporting the earmings of an individual who had been excluded from PERA membership prior to July 1. 2002
under an Annual Earmings Stipulation whose earnings have exceeded the stipulated amount

The information you provide on this form will be used to determine eligibility or exempuion from membership
in PERA, 1n accordance with Minnesota Statutes. Chapter 353 and 353E

“Name of Uosernmental Emplover . PER & Employer Nuraber

City of Ehizabeth 444400
TRaidual wame (PLERSE PRINTS

Janet Fuder ‘ G
Social Sccunty Number

Date of Birth

12-16-1946

Strect Address

19739 Cozy Point Drive : LT LT
City State and Zip Code

Fergus Falls, MN 56537 ‘ .

osition 11ile (complete a separate Individual Record of Earmings torm il the individual 15 employed m more than one non-elected position that has

not been reported 1o PER 4) Liquor Store Clerk

Date of Hire for This Posilion

Classincation (F1 P intermitient scasonal other)

07-23-2004 PT

Datefst ol Termination tor This Position (i apphicable)

‘ v
Have PERA deductions begun’

No K Yes. indicate dates of payroll penod of first deductions
L] pavrellp ’

Does this person hold any other posttion with your agency’

W No D Yes. hist position utle and indicate 1f PER A 15 or 15 not being withheld
N

Date Employer Believes Individual Became ENgible Jor PERA Coverage

9-1-04

“Emplover's Siguature, Tile Phone Number (during the day} and Date

Provide the list of employee earnings and exclusion information on the reverse side,

12



Report the individual’s earmings since the date of hire or as requested by PERA Please list all pay periods
the individual had earnings, ending with the pay period in which PERA deductions began and the

Compensated Hours for each pay period. If applicable, for each pay period indicate the reason or exclusion

code that you feel justifies the exclusion of the salary from PERA deductions The PERA Exclusion Codes
are listed 1n Earmings and Employment Chapter of your PERA Employer Manual

NOTE: 1f a vahd reason or exclusion code 1s not provided for each pay period, onmitted deductions will be
billed from the first month the individual met PERA’s eligibility requirements

Paid Date | Gross Salary Beginning and Ending Date of | Exclusion Code and Comments
Pay Period 1n Which Salary
Was Earned

8-4-04 | 6500 7-23-04 to 7-29-04
8-19-04 | $214 50 8-01-04 to 8-17-04
9-03-04 | $149 50 8-18-04 to 8-31-04
9-16-04 | $266 50 ) 9-01-04 to 9-14-04
09-29-04 | $208 00 ¢ 9-15-04 to 9-28-04 Excecded THIE 4o 4774
10-15-04 | 5303 75 9-29-04 to 10-12-04
10-27-04 | 5384 75 10-13-04 to 10-26-04
11-17-04 | $114 75 10-27-04 to 11-09-04 Omiscian peried ©idey
11-26-04 | $337 50 11-10-04 1o 11-23-04 3 Caldmdar  VEEYE — Poin
12-12-04 1530375 11-24-04 to 12-06-04 P Ll Fre e leyvel)
12-22-04 ' 5249 75 - 12-09-04 to 12-20-04 TN

5 .

S C e "“v Sudopn 4 é’-ﬁ‘%&i’x ~ & /gf) / / ¢ i’f BE oy mei gl

S B ! I3 R E

S,

S

S

S

3

$

S

S

S

'S
‘S

S

S

S

This form may be copied 1f additional space or forms are required

PAV-00018-03 (11/2001)
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PERA Annual Exclusion Report

Public Employees Retirement Assoctation 60 Empire Drive, Suite 200, St. Paul, MN 55103-2088
PERA Employer Fax Number: 651 296-2493; Employer Phone Lines: 651 296-3636 or 1-888-892-PERA

NOTE: When returning this report, be sure to attach a signed Certification of Annual Exclusion Report form.

PERA Employer Number ‘ 5/6194}/_, 20 Date Propared 2/ ; : 15.,
Name OF Gov 1 g ¢ ‘ Contract Year A
RSN b ) g BETA | vy

Exclusion Social Namnte Of Person Hire Status Total Last Pay Pay
Code Security Diate At Year | Annual Period Cycle
Number® ; End Salary Salary In Yr
Sp Efo =S ; YSF0b | 59 po | o
Yos Lo & t TEP0 TN YR, 34| e
Yo/ Zedom N : 1750 9.5

i Hedlrs

Gl oo Fop .00 SA

Y/ &7 L el Y , o SI77s X9 TS5 77T
7728 %;}7—7; o COYLRE| PFio |7
v/ S | ' a0 | —0o - |7
G2/ a7 B be)o & ' JSp.op| ~e - |77
S faee/f L , | /Y EE Feoo. .00 7.
&/p ) T rva Sz : ; SAEZx -0 - -
Yp / /{‘*’N“()’ /% WL — - | T
'/ Hbash i TAGE £/ — o - | T

*You are not legally required to furnigh the social gecurity nunbers of persons

who are not contributing to this pension fund,
We ask Tor the data for identification and comparison purposes to help us cross reference data stored in our systemns. To assist
you, we'will include social seourity numbers in any writton requests we make for clarification of a peraon’s exelusion from
PERA membershi p. Werccognize that social sucurity numbers are classificd as private datz and ensure that, if provided to us,
wo will protect the privacy rights of the individuals. :

Detailed instructions for completing this form are in the PERA Employer Manual in the Barnings & Eligibility Chapter. A liat
of exolusion codes and their desoriptions are on the reverse side, .

PW-00007-01 {1 172001)




1.1
1.2
1.3
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1.6

1.7

1.8

1.9

1.10

.11

1.12

1.13

1.14

1.15

1.16

1.17

1.18

1.19

1.20

1.21

1.22

1.23

1.24

01/15/09 REVISOR JLR/JC - 09-1193

Senator Skogen introduced—

S.F. No. 197: Referred to the Committee on State and Local Government Operations and Oversight.

A bill for an act ‘
relating to retirement; authorizing the purchase of service credit for a period of
past due omitted contributions.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA

Section 1. PERA-GENERAL; PURCHASE OF CREDIT FOR OMITTED
CONTRIBUTION PERIOD.

(a) An eligible person described in paragraph (b) is entitled, upon written application

filed with the executive director of the Public Employees Retirement Association, to

purchase service credit for the period of omitted contributions specified in paragraph (c)

by paying the amount determined under paragraph d). The employer of the eligible

person shall pay the amount determined under paragraph ( e) within 30 days of being

notified by the Public Employees Retirement Association executive director that the

eligible person made the person's payment.

(b) An eligible person is a person who:

(1) was born on December 16, 1946:

(2) was first emploved by the city of Elizabeth, Minnesota, municipal liquor store on

July 23, 2004;

(3) was first eligible for coverage by the general employees retirement plan of the

Public Employees Retirement Association in September 2004:

(4) was not reported as a general employees retirement plan member by the city of

Elizabeth, Minnesota, to the Public Employees Retirement Association until January

'2005; and

(5) did not receive service credit under Minnesota Statutes, section 353.27,

subdivision 12, paragraph (e), in a timely fashion.

S.F. 197

Section 1. 1
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2.2

23

2.4

2.6

27

2.8

2.9

2.10

2.11

2.12

2.13

2.14

2.15

2.16

2.17

2.18

2.19

2.20

2.21

2.22

01/15/09 REVISOR JLRAIC 09-1193

(¢) The period of purchasable service credit is that portion of the period September

1, 2004, until January 1, 2005, during which the eligible person was an included employee

under Minnesota Statutes, section 353.01, subdivision 2a, and during which the required

deductions from the compensation of the eligible employee were not made under

Minnesota Statutes, section 353.27, subdivision 2.

(d) The member purchase amount is the amount of the omitted member contributions

during the period of purchasable service credit, plus compound annual interest at the rate

of 8.5 percent from October 15, 2004, to the date on which payment is made.

(¢) The emplover purchase amount is either the balance of the full actuarial value

purchase payment amount determined under Minnesota Statutes, section 356.551,

remaining after subtracting the amount under paragraph (d) or the amount of the emplover

and employer additional contributions under Minnesota Statutes, section 353.27,

subdivisions 3 and 3a, plus compound annual interest at the rate of 8.5 percent from

October 15, 2004, to the date on which payment is made, whichever is larger. If the

employer failjs to pay the emplovyer purchase amount in a timely fashion, the executive

director of the Public Emplovees Retirement Association shall certify the unpaid

amount, plus monthly compound interest at the rate of 0.71 percent for the period, to the

commissioners of finance and revenue, who shall deduct the unpaid amount from any state

aid or state transfers that the employing unit is eligible to receive and shall transmit the

amount to the Public Employees Retirement Association.

(f) Purchase authority under this section expires on July 1, 2010.

EFFECTIVE DATE. This section is effective the day following final enactment.

Section 1. ) S.F. 197
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