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Executive Summary of Commission Staff Materials 

Affected Pension Plan(s): Defined benefit plans administered by MSRS, PERA, and TRA

Relevant Provisions of Law: Minnesota Statutes, Chapters 3A, 352, 352B, 352F, 353F, 354, and 356

General Nature of Proposal: Financial sustainability recommendations

Date of Summary: February 25, 2010

Specific Proposed Changes 

 S.F. 2499 (Betzold); H.F. 2953 (Murphy, M., by request):  Teachers Retirement Association (TRA)  
 Member Contribution Rate Increases.  (Sec. 1) 
 Employer Contribution Rate Increases.  (Sec. 2) 
 Contribution Rate Stabilizer Added.   (Sec. 3-6) 
 Two-Year Suspension in Annual Automatic Post-Retirement Adjustments.  (Sec. 10-11) 
 Reduced Future Annual Automatic Post-Retirement Adjustments.  (Sec. 10-11) 
 Reduced Interest Rate on Refunds.  (Sec. 7-8) 
 Elimination of Interest on Reemployed Annuitant Earnings Limitation Deferral Amounts.  (Sec. 12) 
 Reduced Deferred Annuity Augmentation Rate.  (Sec. 9) 

 S.F. 2573 (Betzold); H.F. 2952 (Murphy, M.): Minnesota State Retirement System (MSRS)  
 Contribution Increases.  (Sec. 15) 
 Post-Retirement Increase Rate Reduction.  (Sec. 29-30) 
 Reinstitution of Minimum Waiting Period for the Initial Post-Retirement Adjustment.  (Sec. 32) 
 Refund Interest Rate Reduction.  (Sec. 5, 21) 
 Deferred Annuity Augmentation Rate Reduction.  (Sec. 1, 6, 9, and 20) 
 Elimination of the Reemployed Retiree Earnings Limitation Deferral Account Interest. (Sec. 31) 
 Increased Vesting Requirements.  (Sec. 2-4, 7, 10-14, 16-19, 21, and 23-27) 
 Increased Early Retirement Reduction Factor.  (Sec. 11, 17) 
 Reduced Benefit Accrual Formula Percentage Rate.  (Sec. 28) 
 Extends Amortization Date.  (Sec. 22) 

 S.F. 2631 (Betzold); H.F. 2999 (Murphy, M., by request): Public Employees Retirement Association (PERA)  
 Contribution Increases.  (Sec. 2-4, 13-14) 
 Post-Retirement Increase Rate Reduction.  (Sec. 29) 
 Refund Interest Rate Reduction.  (Sec. 7, 10-11) 
 Deferred Annuity Augmentation Rate Reduction.  (Sec. 20) 
 Elimination of Reemployed Retiree Earnings Limitation Deferral Account Interest.  (Sec. 30) 
 Increased Vesting Requirements.  (Sec. 1, 5-6, 8-9, 12, 15-19, 21-25, 27, and 31) 
 Revised Salary Increase Actuarial Assumption.  (Sec. 26) 

 S.F. 2672 (Betzold); H.F. XXXX: Public Employees Police and Fire Retirement Plan (PERA-P&F) (MPPOA) 
 Deferred Annuity Augmentation Elimination.  (Sec. 5) 
 Increased Vesting Requirement.  (Sec. 3-4, 6) 
 Increased Member and Employer Contributions.  (Sec. 1-2) 
 Revised Post-Retirement Adjustment Mechanism.  (Sec. 7-8) 

Policy Issues Raised by the Proposed Legislation 

Policy Issues Generally Applicable to All Financial Sustainability Proposals 
1. Accuracy of the perception of funding crisis for the various statewide defined benefit retirement plans. 
2. Likelihood of near-term pension benefit payment defaults. 
3. Function of public retirement funds as employer self-insurance pools. 
4. Appropriate allocation of responses to the plan funding problems. 
5. Appropriateness of proposed benefit reductions. 
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6. Appropriateness of omitting other benefit elements from reduction to address the Minnesota statewide defined 
benefit plan retirement plans financial and actuarial condition. 

7. Unaddressed liability producing provisions. 
8. Appropriateness of mandatory or optional defined contribution plan retirement coverage as remedy for the 

funding problems of the statewide defined benefit plan retirement plans. 
9. Lack of apparent consideration of retirement plan consolidations/reformulations as alternative potential resolutions. 
10. Inconsistency of the application of emergency remedies without similar measures for MERF, DTRFA, & SPTRFA. 
11. Appropriateness of the lack of uniformity in financial sustainability proposals. 

General Policy Issues on Specific Financial Sustainability Recommendations In Common 
12. Appropriateness of the reduction in post-retirement adjustments. 
13. Appropriateness of different post-retirement adjustment percentage annual increase rates for different plans. 
14. Appropriateness of using different pension fund financial stability triggers for full post-retirement adjustment 

percentage restoration. 
15. Appropriateness of basing the post-retirement adjustment rate revision mechanism trigger on a market value 

of assets funded ratio. 
16. Revised actuarial valuation filing date is incompatible with the post-retirement rate modification trigger. 
17. Appropriateness of the proposed rate reduction on refund interest payments. 
18. Appropriateness of the proposed elimination of the interest on reemployed annuitant earnings limitation 

retirement annuity deferral accounts. 
19. Appropriateness of the proposed reduction in the deferred annuity augmentation rates. 
20. Appropriateness of the delayed effective date for the proposed benefit reductions. 

Policy Issues Relevant to Specific MSRS Financial Sustainability Recommendations 
21. Appropriateness of reinstating a minimum receipt period to qualify for a post-retirement adjustment. 
22. Appropriateness of lack of contribution rate increases for most MSRS-administered retirement plans. 
23. Appropriateness of creating an employer additional contribution for the State Patrol Retirement Plan. 
24. Appropriateness of revised early retirement reduction rates. 
25. Appropriateness of limiting revised early retirement reduction rates to only the State Patrol and the MSRS-

Correctional retirement plans. 
26. Appropriateness of reducing a defined benefit plan retirement plan benefit accrual rate. 
27. Appropriateness of limiting benefit accrual rate reductions to only the MSRS-Correctional retirement plan. 
28. Appropriateness of the proposed extension of the MSRS-General amortization period. 
29. Appropriateness of continuing to require the calculation of amortization contributions on a level percentage of 

covered pay basis. 

Policy Issues Relevant to Specific TRA Financial Sustainability Recommendations 
30. Appropriateness of creating a TRA contribution stabilizer. 
31. Appropriateness of suspending automatic post-retirement adjustments. 
32. Appropriateness of the proposed trigger for the proposed restoration of the full post-retirement adjustment rate. 
33. Appropriateness of the proposed TRA member contribution rate increase. 
34. Appropriateness of the proposed TRA employer contribution rate increase. 
35. Appropriateness of the length of the contribution increase phase-in. 
36. Actuarial estimate of actuarial liability and required contribution impact of proposed TRA financial sustainability 

measures. 

Policy Issues Relevant to Specific PERA Financial Sustainability Recommendations 
37. Appropriateness of considering the PERA-General salary increase and payroll growth assumption changes 

without considering all other actuarial assumption change recommendations. 

Policy Issues Relevant to the Minnesota Police and Peace Officers Association Recommendations 
38. Appropriateness of basing post-retirement adjustments on Consumer Price Index increases. 
39. Appropriateness of the proposed elimination of the augmentation of deferred annuities. 

Policy Issues Relevant to Specific MSRS, PERA, and the MPPOA Recommendations for PERA-P&F 
40. Appropriateness of increasing vesting requirements. 

Policy Issues Relevant to Specific PERA and the MPPOA Recommendations (PERA-P&F) 
41. Appropriateness of shifting from cliff vesting to partial vesting with shorter service scaling up to full vesting 

with longer service. 

Potential Substantive Amendments 

LCPR10-1A replaces calculated “actuarial value” of retirement plan assets with market value of assets. 

LCPR10-2A makes the full economic actuarial assumption changes recommended in the 2004-2008 experience 
studies for MSRS-General, PERA-General, and TRA. 

LCPR10-3A  implements some additional inconsistent or unusual liability producing provisions identified by the 
Commission staff. 



Comparison of MSRS, PERA, TRA, and Minnesota Police and Peace Officers Association Financial Sustainability Proposals 

*MVB = Market Value Basis 

 SF2573/HF2952 SF2631/HF2999 SF2672/HFxxxx SF2499/HF2953 

a. Contributions 
MSRS-General MSRS-Correct. State Patrol Judges Legislators ESO PERA-General PERA- Correct. PERA-P&F PERA-P&F TRA 

1. Member -- -- +0.8% -- -- -- +0.25% -- +0.2% +0.2% +2.0% 
2. Employer -- -- +1.2% -- -- -- +0.25% -- +0.3% +0.3% +2.0% 
3. Empl'er add’l -- -- +10.0% -- -- -- -- -- -- -- -- 
4. Contribution rate 

stabilizer 
-- -- -- -- -- -- Modified -- -- -- Added 

b. Post-retirement 
adjustments 

Reduced from 
2.5% to 2.0%, 
restored when 
90% funded on 
MVB,* 6-mo. 
waiting period 
imposed for ini-
tial increase. 

Reduced from 
2.5% to 2.0%, 
restored when 
90% funded on 
MVB,* 6-mo. 
waiting period 
imposed for ini-
tial increase. 

Reduced from 
2.5% to 2.0%, 
restored when 
90% funded on 
MVB,* 6-mo. 
waiting period 
imposed for ini-
tial increase. 

Reduced from 
2.5% to 2.0%, 
restored when 
90% funded on 
MVB,* 6-mo. 
waiting period 
imposed for ini-
tial increase. 

Reduced from 
2.5% to 2.0%, 
restored once 
MSRS-Gen’l is 
90% funded on 
MVB,* 6-mo. 
waiting period for 
initial increase. 

Reduced from 
2.5% to 2.0%, 
restored once 
MSRS-Gen’l is 
90% funded on 
MVB,* 6-mo. 
waiting period for 
initial increase. 

Reduced from 
2.5% to 1.0%, 
restored when 
90% funded on 
MVB,* rate re-
duced if fund lat-
er declines from 
90% funded. 

Reduced from 
2.5% to 1.0%, 
restored when 
90% funded on 
MVB,* rate re-
duced if fund lat-
er declines from 
90% funded. 

Reduced from 
2.5% to 1.0%, 
restored when 
90% funded on 
MVB,* rate re-
duced if fund lat-
er declines from 
90% funded. 

Changed to CPI 
increase to a 
1.5% max, 2.5% 
max when 90% 
funded on MVB,* 
max reduced to 
1.5% if fund de-
clines from 90% 

Adjustments 
suspended for 
1/1/2011 & 
1/1/2012, re-
duced from 2.5% 
to 1.5%, restored 
when 80% 
funded on MVB.* 

c. Interest on refunds Reduced from 
6% to 4% after 
6/30/2011 

Reduced from 
6% to 4% after 
6/30/2011 

Reduced from 
6% to 4% after 
6/30/2011 

Reduced from 
6% to 4% after 
6/30/2011 

Reduced from 
6% to 4% after 
6/30/2011 

-- Reduced from 
6% to 4% after 
6/30/2011 

Reduced from 
6% to 4% after 
6/30/2011 

Reduced from 
6% to 4% after 
6/30/2011 

-- Reduced from 
6% to 4% after 
6/30/2011 

d. Deferred annuities 
augmentation 

Reduced from 5, 
3, or 2.5% to 2% 
after 12/31/2010 

Reduced from 5, 
3, or 2.5% to 2% 
after 12/31/2010 

Reduced from 5, 
3, or 2.5% to 2% 
after 12/31/2010 

Reduced from 5, 
3, or 2.5% to 2% 
after 12/31/2010 

Reduced from 5, 
3, or 2.5% to 2% 
after 12/31/2010 

-- Reduced from 5, 
3, or 2.5% to 2% 
after 12/31/2010 

Reduced from 5, 
3, or 2.5% to 2% 
after 12/31/2010 

Reduced from 5, 
3, or 2.5% to 2% 
after 12/31/2010 

Eliminated after 
6/30/2010 

Reduced from 5, 
3, or 2.5% to 2% 
after 12/31/2010 

e. Reempl. annuitant 
earnings limitation de-
ferral account interest 

Eliminated after 
1/1/2011 

Eliminated after 
1/1/2011 

Eliminated after 
1/1/2011 

-- -- -- Eliminated after 
12/31/2010 

Eliminated after 
12/31/2010 

Eliminated after 
12/31/2010 

-- Eliminated after 
12/31/2010 

f. Vesting service 
requirement 

For new mem-
bers after 6/30/ 
2010, increased 
from 3 years to 5 
years. 

For new mem-
bers after 6/30/ 
2010, increased 
from 3 years to 5 
years. 

For new mem-
bers after 6/30/ 
2010, increased 
from 3 years to 5 
years. 

-- -- -- For new mem-
bers after 6/30/ 
2010, increased 
from 3 years to 5 
years. 

For new mem-
bers after 6/30/ 
2010, incr. from 
3 yrs to 50% 
vested w/ 5 yrs – 
100% w/10 yrs. 

For new mem-
bers after 6/30/ 
2010, incr. from 
3 yrs to 50% 
vested w/ 5 yrs – 
100% w/10 yrs. 

For new mem-
bers after 6/30/ 
2010, incr. from 
3 yrs to 50% 
vested w/ 5 yrs – 
100% w/10 yrs. 

-- 

g. Early retirement 
reduction factor, per 
year under age 55 

-- For new mem-
bers after 6/30/ 
2010, increased 
from 2.4% to 
5.0% 

For pre-6/30/2010 
members retiring 
after 6/30/2015 & 
for new members 
after 6/30/ 2010, 
increased from 
2.4% to 5.0% 

-- -- -- -- -- -- -- -- 

h. Benefit accrual rate 
percentage, per year 
of high-5avg. salary 

-- For new members 
after 6/30/2010, 
reduced from 
2.4% to 2.2%  

-- -- -- -- -- -- -- -- -- 
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