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Ad Hoc Benefit Increase.. Eveleth Police and Fire Trust Fund members would receive benefit increases of
$100 per month.

1. Need For Chanee. Benefit paid by the trust frrnd are modest, and the trust fund does not have any
mechanism to automatically provide increases. The trust covers nine benefit recipients; the youngest is
age 78 and four recipients are age 90 or older.

2. City'Willingness to Cover Pa)'ment Needs. On December 31,2000, trust fund assets were $330,655, and
total annual benefit payrnents are more than one-third of total fund assets. In the most recent available
calendar year, though, asset earnings and city contributions were 5132,269, which is in excess of the
arurual benefit payout, suggesting that the city is willing to provide assets necessary to cover payment
needs.

3. Design Of The Increase. The bills follows the pattern established many years ago for this trust fund of
providing an identical dollar increase for each benefit recipient, rather than an identical percentage
increase. When a fixed-dollar increase is provided, the percentage increase will vary by member. A
$100 per month benefit increase for service pensioners is equivalent to an 8.7 percent increase. That
same dollar increase for the surviving spouses creates percentage increases varying from a 9.9 percent
increase to a 1 1.7 percent increase.
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State of Minnesota\ slffi'

TO

RE

TEGISLATIVE COMMISS¡ON ON PENSIONS AND RETIREMENT

FROM:

Members of the Legislative Commission on Pensions and Retirement

Edward Burek, Deputy Executive Oirector Ç9

S.F. 625 (Tomassoni); H.f. 474 (Rukavina): Eveleth Police and Fire Trust Fund;
Ad Hoc Post Retirement lncrease

DATE: February 28,2001

Summar-y

S.F. 625 (Tomassoni); H.p'. 474 (Rukavina): Eveleth Police and Fire Trust Fund; Ad Hoc Post Retirement
Increase, provides Eveleth Police and Salaried Firefighter Trust Fund benefit recipients (retired police
officers and firefighters who receive service pensions, and surviving spouses) with a permanent ad hoc
post retirement increase of $ 100 per month, retroactive to January I,2001. Local approval is required.

Background

The Eveleth Salaried Firefighters Relief Association and the Eveleth Police Relief Association were

created in 1935, to provide pension coverage to Eveleth salaried firefighters and to Eveleth police officers,
respectively . ln 1977 (Laws 1977 , Chapter 61) the active members of each relief association had their
pension coverage transferred to the Public Employees Police and Fire Fund (PERA-P&F), with the
pension coverage for any existing benefit recipients of the two relief associations transferred to ajoint
Eveleth retired police and firefighters retirement trust fund, which was required to be managed by the City
of Eveleth.

The coverage transfer for active members was prompted by active member dissatisfaction over the modest
benefit coverage provided by the two local relief associations. At the time of the 1977 coverage transfer,
the two relief associations provided very modest benefits compared to other local relief associations.

At the present time, the Eveleth trust fund pays benefits to a small group of individuals, only two retired
members and seven surviving spouses of deceased service pensioners. The total annual benefit payout in
calendar year 2000 was $114,727. The two service pensioners each received $13,800 annually, or $1,150
per month. Annual survivor benefits for the remaining survivors ranged from $10,245 to $12,090 per
year, or from $854 to $1,008 per month. Regarding ages, as of December 31, 2000, the youngest retiree
was 89 years old; the other was 93 years old. The youngest surviving spouse was 78 years old while the
oldest was 91.

Until 1998, the Eveleth trust fund was required to be actuarially funded. However, contributions
sufficient to actuarially fund the benefits provided by the trust fund by the full funding date typically were
not made. Under 1982 legislation, the joint trust fund was required to be fully amortized (assets equal to
accrued liability) as of December 3I,1991. The trust fund did not meet that anofüzatton target date. In
1993, the arnofüzation target date was reset to December 3 1, 1998. That special law was not approved by
the City of Eveleth until December 6,1994, and no significant progress on the arnofüzation of the
unfunded liability occurred. In 1995, special legislation was enacted that made the annual payment of the
ad hoc post retirement adjustment conditioned on making the required amofüzation contribution.

In 1998, the Legislature again revised its policy regarding this trust fund, moving to a pay-as-you-go
funding approach. The city was required in law, however, to contribute an amorurt suffrcient, given the
investment return of the fund, to cover the benefit payrnents for the coming year. If the contribution \ryas

not sufficierÍ, ad hoc benefit increases granted through special law legislation for 1995 and 1997 were not
to be paid. In 1999, another ad hoc benefit increase was granted as a result of bills authored by Senator
Janezich and Representative Rukavina (S.F. 103 (Janezich); H.F. 68 (Rukavina)). The benefit increase
was rolled into an omnibus pension bill and passed as Laws 1999, Chapter 222, Article 3, Sections 1 and
2. That 1999 legislation also removed the requirement that recent ad hoc benefit increases be rescinded if
the cþ fails to contribute sufficient amounts to cover benefit payments to be made in the succeeding year.

The Eveleth trust fund does not has any mechanism to automatically provide annual benefit increases to
retired members and survivors. This would cause the value of any given benefit to erode over time due to
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the effect of inflation if ad hoc increases were not granted. In response, the Legislature has granted
numerous ad hoc benefit increases to the benefit recipients of this trust fund over the years, as follows.

Table I
Post Retirement Adj ustments

Eveleth Trust Fund

Year
Post Retirement

Adjustment Amount Effective Date

1979 (Laws 1979, Chapter l3l)
l98l (Laws 1981, Chapter 68)
1982 (Laws 1982, Chapter 574)
1983 (Laws 1983, Chapter 55)
1984 (Laws 1984,Chapter 574)
1985 (Laws 1985, Chapter26l)
1986 (Laws 1986, Chapter 458)
1988 (Laws 1988, Chapter 709)
1989 (Laws 1989, Chapter 319)
I 99 1 (Laws 1991, Chapter 27)
1993 (Laws 1993, Chapter 160)
1995 (Laws 1995,Chapfer262, Afücle 9, Section 1)

1997 (Laws 1997, Chapter 241, Afücle 2, Section I 9)
I 999 (Laws 1999, Chapter 222, Afücle 3, Sections I and 2)

Total Increases

$30 per month
$40 per month
$35 per month
$10 per month
$10 per month
$25 per month
S25 per month
$50 per month

$100 per month
S75 per month

$100 per month
$100 per month
$100 per month

January l,
January l,
January 1,

January 1,

January 1,

January l,
January l,
January l,
January 1,

January l,
January l,
January l,
January I,
January l,

r979
198 r

1982
1983

1984
1985
r986
1988
1989
t99t
1993
t995
t997
r999$100 month

$800 per month

Disoussion

S.F. 625 (Tomassoni); H.F. 474 (Rukavina): Eveleth Police and Fire Trust Fund; Ad Hoc Post Retirement
lncrease, provides Eveleth police and salaried firefighter trust fund benefit recipients (retired police
officers and firefighters who receive service pensions, and surviving spouses) with a permanent ad hoc
post retirement increase of $ 1 00 per month, retroactive to January I , 200I . Local approval is required.

The proposed legislation raises the following issues.

1. Need For ChangeÀ{ature Of Chanee. The issue is whether there is a sufficient need to consider the
bill and provide a benefit increase. The Commission may wish to consider that the benefits provided
by the trust fimd are modest. The trust fund does not have any mechanism to automatically provide
increases. There are nine benefit recipients; the youngest is age 78 and four recipients are age 90 or
older. In recent years, ad hoc benefit requests have occurred and been granted by the Legislature every
other year. V/hen these increases are averaged over two years, the increases amount to less than the
percentage increases generated over the last several years for the larger Minnesota public pension
plans.

There would be some risk in considering some fonn of automatic increase for trust fund members, in
lieu of the ad hoc Eveleth trust fund proposals which periodically are introduced. No actuarial reports
are now required for this trust fund, and in the past the city did not make the contributions that the
trust fund needed to retire its obligations, as indicated in those reports. An automatic increase
mechanism would create liabilities, and the implications of those liabilities would not be immediately
apparerú, due to the lack of periodic analysis that actuarial reports could provide.

2. Financial Solvenc)¡ Of The Joint Trust Fund. The pension issue is the adequacy of the trust fund
assets, and the willingness of the city to ensure that the assets are sufficient to meet the benefit payout
needs. The most recent data staff has on the trust fund is from the Eveleth Fire and Police Retirees'
Relief Association, Annual Actuarial Valuation, December 31,1997. The requirement that this trust
fund obtain an acfuaríal valuation ended shortly thereafter. As noted below, as of December 31, 1997,
the trust fund had 52T3,309 in assets, 5583,427 in accrued liabilities, and was 36.6 percent funded. At
that time there were three retirees and eight survivors. Currently, there are two retirees and seven
survivors.
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Retirees and B eneficiaries
Retired Members (3)
Surviving Spouses (8)
Surviving Children(O)

Total (l l)
Members with Deferred Benefits (0)
Active Members (0)

Total (1 l)

Table2

Eveleth Trust Fund Actuarial Data
December 3lr1997

Actuarial Actua¡ial
Assets Accrued Liabilities

$ l3 8,93 5

444,492
0

$213,309

0

___ _o

s213,309

$583,427

0
0

s583,427

Unfunded Actuarial
Accrued Liabilities

0

$370,1 18

$370,1 18 36.6%

0

Percent
Funded

36.6%

The funding ratio shown above indicates that, as of the end of 1997,the remaining liabilities were
large relative to the assets on hand. We noted above that the total annual benefit payout under current
law is $114,727. V/ith the $100 per month per member increase proposed by the current bill, the
benefit annual benefit payout would increase to $125,527. According to a recent letter from Mr.
Raymond Eck, the City Clerk for the City of Eveleth, total trust fund assets as of December 3I,2000
were $330,655. The current annual benefit payout, 9114,727, or the expected annual benefit payout if
the ad hoc benefit increase under S.F. 625 (Tomassoni); H.F. 474 (Rukavina) is granted, 5125,527, is
alarge portion of the total trust frmd assets, somewhat in excess of one-third of those assets.

Although payouts are large relative to assets, the city does appear willing to ensure that money is
available to meet trust fund payments. Mr. Eck's letter indicates that the total revenue to the fund
from asset earnings and city contributions for calendar year 2000 was $132,269, which is in excess of
the payout. Although the legal requirement that the city annually contribute an amount which,
together with investment earnings, is sufficient to cover annual payout was removed from Iaw 1999
the information for calendar year 2000 suggests that the city is more than meeting the spirit of that
language. The LCPR may also wish to consider that the total financial burden on the city is not large.
The total payout is modest in size and is likely to decrease in the near future. The trust firnd covers
only nine individuals.

3. Appropriate Size Of The Member Increase. And Design Of The Increase. The pension policy issue is
the nature of the increase, and its size. The bill follows the pattem established many yeffs ago for this
trust fund of providing an identical dollar increase for each benefit recipient, rather than an identical
percentage increase. Apparently, this is the approach that the city and presumably the trust fund
members prefer. However, we have noted in past memos for Eveleth trust fund ad hoc increases that
this approach results in percentage increases which differ between service pensioners and the survivor
group. One can contend that the living costs increase over time in a percentage manner, and an equal
percentage increase for all members of the trust fund is a preferable design. Under the fixed-dollar
increases that have occurred in the past for trust fimd members, and are againproposed in the current
bills, the percentage increase will vary by member. Because the current survivors have annual benefits
which are somewhat less than the service pensioners, a $100 per month increase creates alarger
percentage increase than the service pensioners receive. There are also differences within the survivor
group, because the current benefit amounts received within the survivor group varies. Given the
current pa¡nnents to the service annuitants and survivors as indicated in Mr. Eck's letter, a $100 per
month increase ($1,200 per year) would amount to an 8.7 percent increase for the service pensioners.
For the survivor currently receiving the largest survivor pension, a $12,090 annual benefit, a $100 per
month increase amounts to a9.9 percent increase. For the survivor with the lowest current benefit
($10,245 per year) a $100 per month increase creates an I1r7 percent increase.

4. Local approval. To ensure that LCPR meeting time is productively used, the Commission has been
unwilling to consider local plan benefit increase legislation unless the municipality supports the
legislation. A city resolution supporting the resolution is attached.

Technical Amendment. Attached is Amendment LCPROl-13, which would replace the existing local
approval language in the bills with local approval language in a form recommended by the Office of the
Revisor of Statutes for use in bills requiring local approval.
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02/28/oL 1:59 p.m. [coM ] LD LCPROl_-1_3

M moves to amend S.F. No. 625¡ H.F. No.

474t as follows:

Page L, delete lines L4 and l-5 and insert trsection 1is

effective on the day after the date on which the Eveleth city
council and the chief clerical officer of the city of Eveleth

complete in a timely manner their compliance with Minnesota

Statutes, section 645.O27, subdivisions 2 and 3.rt

1_
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Senator Tomassoni introduced-

S.F. No. 625: Refered to the Committee on State and Local Government Operations.

A bill for an act

relating to retirement; providing a postretirement
adjustrnent for certain retired police officers and
firefighters in Eveleth.

BE IT ENACTED BY THE LEGTSLATT'RE OF TEE STATE OF MTNNESOTA:

Section 1. IEVELETH RETIRED POLICE AND FIRE TRUST FI]ND; AD

HOC POSTRETIREII{ENT ADJÜST!,TENT. ]

In addition to the current Pensions and other retirement

benefíts payable, the pensions and qg

to retired police offícers and fireligÞters ancl their surv

spouses by the Eveleth police and fire trust fund are increased

by $100 per month. Increases are retroactive to January 1, 2001.

sec. 2. IEFFECTTVE DATE. ]

Section I is effective upon approval by the Eveleth city
council and compliance with Minnesota Statutes, section 645.A2L.

5

6

7

I

9

10

11

L2

13

T4

I5
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Calvio Cossalter

Mayor

Raymond J. Eck

Cíty Clerk

Edwin Coombe
Ëlio Varanl

Survivihg Spouses

Dora Plattner
Mary G. Rozinka
Julia Vukson
Rose Jacobson
Solvieg Juola
HelmíMahaffey
Mary Verantlr
Signe Juola

CTTY OF EVELETH

$13,800,00
$13,800.00

Annual Benefit AErountAss

---. DIed November, 2O0O ---

PAGE Ø2

L:t,

COUNCILORS

Thomas L. Kallevig
Jim P<rllack

Connie Sabetti

Matt J. Filipovich
Hospiialiúy Cenúer 0f Tle Iron Range

February 21,?QQ1

Mr. Lawrence A. Martin
Executive Director
[rlN Leglslative Commission on Pensions and Retirement
55 State Office Building
St. Faul, MN 55155-1201

RE: lnformation Concerning H.F, 474 (Rukavina)

Dear Mr- Martín

The following is the information requested:

1, The total âssets of thB trust func, as of December 31. 2000 was s33o,6ä5.30. The re are
no outstanding liabilities. The total rovenue for the year endirtg December 31, 2000 was
$ 1 32, 269.80. The expenditures of lhe trust fund was 8'l 1 4,727 -0O

2. Legislation was passed some years ago which eliminated the requirement of the City of,
Eveleth to do an aúuerlal study of This group and detormine the accrued liability, The
requirement by statute is that the cily fund this trust fund wr'th a minimum arnount to pay
the benefits.

3. The following is a list of the benefit recipients, their ages. and their annual benefit amount
as of Decamber3l,2000:

Retirees Acte Annual Benefrt Amount

89
93

78
E4
82
91
84
90
91

$11,160.00
$11,100.00
$11,250_00
$10,305.00
$10,245.00
$11,460.00
$12,000.00
$ 9,517.00

$ 114,727.AA

413 Pieice Stieet'P"0" Box 401 . Evelefh, MN 55734 " 718-744-2501 'FAX: 2LB-744-s644
Hnnp nf thp l'tnìtpì \tntar Hnrþpr Hnll nf Fnmp



,212ï/2Ø81 1"4:1B 21.8-744-5644 CITY OF EVELETH

Mr. Lav,¡rence Martin
February 21, 2001
Page 2.

Please dont hesitate to contact me if you have any questions.

Yours truly"

sg
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Calvin Cossaltcr

ì\l¡or

Ravr¡rond J. Eck

Citl,Clcrk

RIE:ss

Enc.

COTJNCILORS

Thomrs L. Kallevig
Jim Pollack

Connie Sabetti

Matt J. FilipovichHospitality Center 0f The lron Range

January'1?,2001

The Honorable Tom Rukavina
MN House of Representatives
375 St¿te Office Building
St. Paul, MN 55155

Dear N{¡. Rukavina:

Enclosed please find a certified copy of the motion increasing the Eveleth Firemen and
Police Retirement Association by $100.00 per month.

Yours truly,

J

413 Pierce Street 'P.0, Box 40i . Evelerh, MN 55734,.218-744-2501 'FAX: zIB-744-5644

Home of the United Stotes Hockey Hall of Fame



Minutes of Regular Meeting of the Eveleth City Council held Tuesday, August
15, 2000 at 7:00 p.m.

Meeting called to order by Mayor Lenich. Roll call: Present: Councilors Sabetti,
Pollack, Matos, Kallevig and Mayor Lenich. Absent: none. Also present were City
Attomey Aronson and City Clerk Eck.

Moved by Pollack, supported by Sabetti, that the request for $100 cost of living
increase for the Eveleth Firemen and Police Retirement Association be approved.
Ca¡ried.

STATE OF MINNESOTA )

couNTY oF sT. LOUIS )

I, Raynond J. Eck, Cþ Clerk of the Cþ of Eveleth, St. Louis County, Minnesota, do
hereby certify that I have compared the foregoing motion now on file and of record in my
office and the same is a true and correct copy of the motion incorporated in the Minutes
of the Regular Meeting of the Eveleth City Council held Tuesda¡ August 15, 2000.

Witness my hand and seal of office at Eveleth, Minnesota, this l7ú day of January, 2001.

J. Eck
Clerk

City of Eveleth, MN
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Sec.21. EFFECTMDATE'

Sections 1 to 8 and 10 to 20 are effective on 1,1999. Section 9 is

30, 1999.

ARTICI-E 3

section 353.33,

T,OCAL POLICE AND PAID FIR.E RELIEF
ASSOCIATION EE}{EFIT MODTTICATIONS

Sectionl.LawslgTT,chaptet6l,section6,asamendedbyLawslgSl'chapter68'
section 39, andLaws 1998, chåpter 390, article 7, section 3' is amended to read:
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the benefits provided under the trust fund for the succeeding year as certifiedby the board

of trustees of the trust fund.

ê)If¿hc€i+y€fE+cþ+hfail*æ€on+rjbu+cthcêmouåt*eqrf+e,drn.paragfaph(ê)iåa
giv€+'Én*, å€ pr;s**c+lfcme+t a¿jüs+me* gfan+ed uÐder Lar#s199+ €hap+cr 26e a4þþ

i+*,#."+",itaws{99+€hepter 24+ å{ti€lc4seetisE +9 is pey¿5¡sin thefeile+vi+tg

y€â*

Sec,2.EVELETIIRETIREDPOLICEAt{DF.IRETR.USTFUND;A.DÍIoC
POSTRETIR.EMENT AÐJUST'MENT.

and other retirement benefits payable,

@
,y s+dl<6e+rç New language is indicated by underline, deletions by sdkeeu+

pen-
their



Ch.222, Art.3 LAWS of MINNESOTA for 1999

from

(d) The

must not

or

officer the relief

state

amount

at least
current

years.

Sec.4. FAIRMONT REI,IEF.,A.SSOCIATXOF{; RETRO.AOF SURVIVIÌNG BENEFIT II.{CR.EASE.

benefit amount under

3. FATRMONT pol,rcE 
_gELrEF ASSOCTATTON;

POSTRETIR-EMEI\T ADJUSTMENT. 
- - -.."'

ff*-q,ffi'q**+

trustfund are increased

as õTT"

is indicated by underline, deletions by s+dkeer+*

1452

$l00amonth.

benefit

ñD.

the total
ve com-

this section

(b) Any surviving
rirstd-ayõI-ttrãmõnñn

-;; *ruro^
MENTS R.EQUTREÐ.

Sections 3 and4 mu

9ith"@g@ñ.t
Sec. 6. ST. C[,O!

ONE-TXME FOSTRE

(a) Notwithstandinr
vlce pensroners, disabilit
Iice consoliãatioñãcour

(b).The special one_
retroactive to Janua¡v 1. l

-- 

?'_

me eüecttve date of this s

reflrement adiustment.

(c) Nothing in this se
ment to an estate.

t453

Sec. 7. EFFECTtrVI

(a) Sections I and 2 t

(b.¡ Sections 3,4,and
citycouncilãã-c-om-oäan

(c) Section 6 is effectJ
and cornpliañceltq@

lV

(

Section 1. Minnesota
read:

Subd. 12. ALn OCAX
assess each retirement plan
paid to the actuary retained
quadrennial projection valr

New languagr


