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Executive Summary of Commission Staff Materials 

Affected Pension Plan(s): TRA 

Relevant Provisions of Law: Minnesota Statutes, Section 354.55, Subdivision 11 

General Nature of Proposal: Eliminate deferred annuity reductions for TRA members already in 
deferred status as of the effective date of 2010 Financial 
Sustainability Provisions 

Date ofSummarv: February 20, 2012 

Specific Proposed Changes 

• Eliminate, for those who were deferred TRA members before the enactment date of the 
2010 Financial Sustainability Provisions, any deferred annuity reductions that would 
otherwise apply. 

Policy Issues Raised by the Proposed Legislation 

1. The sizable reduction in the eventual annuity caused by revised deferred annuity 
augmentation treatment under the 2010/2011 Financial Sustainability Provisions. 

2. Whether those already in deferred status when the 2010/2011 reductions were enacted 
should have been excluded from those changes, leaving them instead subject to the 
treatment specified in law when the person terminated service. The previous revisions to 
deferred annuity augmentation policy passed in 2006 applied only to new hires. 

3. The unknown cost to TRA of partially reversing the proposed reductions in deferred annuity 
augmentation treatment; the lack of a specified funding source to cover that cost increase; 
and the current relatively weak financial condition of TRA. 

4. The appropriate date. The bill exempts those TRA former teachers in deferred status prior 
to the enactment date of the 2010 legislation. Other alternatives include use of effective 
date of that legislation, or July 1, 2012, which is the first date that the reduced 
augmentation rates will be used under the 2010/2011 legislation. 

5. Tradeoff against those already retired. Any additional liabilities imposed on the plan will work 
against prompt return to funding ratios needed to pay higher post retirement increases. 

6. Proper scope. The 2010/2011 legislation impacted deferred retirees from the Legislators 
Plan, MSRS-General, MSRS-Correctional, State Patrol, PERA-General, PERA-Correctional, 
PERA P&F, and the teacher plans, but this bill only reverses policy for TRA. 

7. Question of whether the bill is supported by the TRA board and the applicable union(s). 

Potential Amendments 

H2411-1A would provide relief to TRA deferred annuitants who become deferred annuitants 
prior to July 1, 2012, rather than prior to the effective date of the 2010/2011 
legislation. July 1, 2012 is the first day that lower deferred annuity augmentation 
rates will apply under the 2010/2011 legislation. 

H2411-2A would expand the scope of the bill by expanding the treatment specified in the bill to 
MSRS-General, MSRS-Correctional, State Patrol Plan, Legislators Retirement Plan, 
PERA-General, PERA-Correctional, PERA-P&F, and the first class city teacher plans. 
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State of Minnesota \ LEGISLATIVE COMMISSION ON PENSIONS AND RETIREMENT 

TO: 

FROM: 

Members of the Legislative Commission on Pensions and Retirement 

Ed Burek, Deputy Director ~ \) 

RE: H.F. 2411 (Lanning); S.F. xxxx: TRA; Eliminating Deferred Annuity Augmentation 
Reductions for Those Deferred Prior to 2010 Reduction Legislation Enactment Dates 

DATE: February 20, 2012 

Summary ofH.F. 2411 (Lanning); S.F. xxxx 

H.F. 2411 (Lanning); S.F. xxxx provides former teachers under the Teachers Retirement Association 
(TRA) in deferred retirement status prior to the enactment date of 20 1 0 legislation which reduced deferred 
annuity augmentation rates after June 30, 2012, with the treatment specified in prior law, shielding them 
from reductions in deferred annuity augmentation that would otherwise apply 

Background Information on Relevant Topics 

The following attachments provide background information on topics relevant to the proposed legislation: 

• Attachment A: Background information on deferred annuity augmentation 
• Attachment B: Detailed chart of the 2010 Financial Sustainability Provisions. Deferred annuity 

augmentation reductions were part of the package used to address that situation. 

Discussion and Analysis 

H.F. 2411· (Lanning); S.F. xxxx reverses the reductions to deferred annuity augmentation included in 2010 
legislation (Laws 2010, Ch. 359, Art. 1, Sec. 56) for TRA deferred retirees who were in deferred status prior 
to the enactment date of that legislation which would have reduced their annuity. The enactment date of the 
legislation was May 15, 2010. For teachers who were in deferred status before the applicable enactment 
date, rather than having deferred annuities augment at 2% per year after June 30, 2012, the deferred annuity 
will continue to augment at 2.5% annually for teachers who became covered employees after June 30, 2006, 
and who terminated service before the applicable enactment date. For teachers who became covered 
employees before July 1, 2006, and who terminated service before the applicable enactment date, rather than 
2% per year augmentation after June 30, 2012, augmentation will continue as specified in prior law: 3% per 
year to age 55 and 5% per year thereafter until the effective date of retirement. 

Laws 2010, Chapter 359, Article 1, also included similar deferred annuity augmentation reductions for the 
Legislators Retirement Plan, the General State Employees Retirement Plan of the Minnesota State 
Retirement System (MSRS-General), the Correctional State Employees Retirement Plan (MSRS­
Correctional), the State Patrol Retirement Plan, the General Employees Retirement Plan ofthe Public 
Employees Retirement Association (pERA-General), the Local Government Correctional Service 
Retirement Plan (pERA-Correctional), the Public Employees Police and Fire Retirement Plan (PERA­
P&F), and the Duluth Teachers Retirement Fund Association (DTRFA). Laws 2011, First Special 
Session, Chapter 8, Article 2, Section 11, made similar reductions in deferred annuity augmentation for 
the St. Paul Teachers Retirement Fund Association (SPTRFA). H.F. 2411 (Lanning); S.F. xxxx does not 
address the deferred annuity augmentation reductions in these plans. 

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

1. Recent Deferred Annuity Augmentation Rate Changes and Their hnpact. The 2010 and 2011 legislation 
revised deferred annuity augmentation not just in TRA, but in all Minnesota public pension plans which 
have deferred annuity augmentation provisions (MSRS-General, MSRS-Correctional, State Patrol Plan, 
Legislators Plan, PERA-General, PERA-Correctional, PERA-P&F, DTRFA and SPTRFA). 

For all these plans the treatment under the 2010/2011 legislation is quite similar. For MSRS plans the 
treatment before and after the 2010 revisions are as described above for TRA, except that the date the 
revised deferred annuity augmentation rates begin is January 1, 2012, rather than July 1, 2012. For 
PERA plans, the dates and general approach are as described for MSRS, with a few important 
differences. For those who terminated service before December 31, 2011, the augmentation rate after 
December 31, 2011, will be 1 %. And for any person who terminates after December 31, 2011, PERA 
plans will provide no deferred annuity augmentation. 
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Under the changes enacted in 2010 and 2011, the revised deferred annuity augmentation treatment will 
apply not only to those who terminate after the effective date of the changes, but to those who were 
already in deferred status. This is unusual. Normally the presumption is that the individual's pension 
benefits are determined by the laws in effect on the termination-from-service date. The last time there 
was a meaningful change in deferred annuity augmentation procedures was in 2006. That change, 
however, contrasts with the 2010/2011 revisions by not impacting anyone already in deferred status, or 
any existing employee. The 2006 legislation applied to new hires only. Under the 2006 legislation all 
those hired after June 30, 2006, if they later leave service and have a deferred annuity, the augmentation 
rate was set at 2.5% per year rather than 3% per year to age 55 and 5% per year thereafter. The 2006 
revisions applied to all plans which include deferred annuity augmentation in their laws 

The changes enacted in 2010 and 2011 will have a significant impact on deferred annuitants. For 
illustration, some outcomes are shown in the table below assuming a TRA-covered teacher who 
started service before 2006 and has become a deferred annuitant. The chart shows the impact of the 
2010/2011 deferred annuity augmentation rate changes assuming the teacher left employment before 
the 2010/2011 legislation, at age 53 or later and starts drawing the annuity at age 65. In the examples, 
an assumed $1,000 per month benefit at the time of termination from service is escalated to age 65 
under the deferred annuity augmentation rates applicable assuming the pre-2010 or 2011 law, 
compared to escalation for the entire period under the 2% augmentation that will soon apply. The 
results would be the same for an MSRS, a DTRF A, or an SPTRF A deferred annuitant. The impact for 
a PERA deferred annuitant would be greater than shown, because only 1 % augmentation will be used 
in PERA plans after December 31, 2011, assuming the person terminated prior to that date, and no 
augmentation at all will occur if the person terminates after December 31, 2011. 

The impact in all cases is to reduce the amount of the annuity which a deferred retiree will receive 
when the person applies for the annuity and commences receipt. The impact on the amount the person 
will receive will depend on how long he or she is subject to the new lower rate. If it is just one year, 
the impact will not be great because for a single year the deferred annuity will increase by 2% rather 
than by 5%, assuming a pre-2006 hire; but the longer the period, the larger the impact. lfthe teacher 
terminated at age 55 and delays receipt of the annuity until age 65, the deferred annuity would grow at 
5% per year for ten years if prior law remained in effect, and by 2% per year under the recently 
enacted changes. Under prior law, if the person had a $1,000 per month annuity value at age 55, the 
person would commence receipt of a $1,629 monthly annuity age 65. In contrast, if the deferred 
annuity instead compounds at a 2% rate until retirement, the monthly annuity will be $1,219 per 
month, a difference of $41 0 per month. 

The results in the following table are scalable. For instance, if the person terminated at age 53 and the 
annuity on that date would have been $2,000 per month rather than $1,000, the difference per month 
assuming commencement ofthe annuity at age 65 due to the new deferred annuity augmentation rates, 
would be $920 per month (2 x $460 = $920), rather than $460. 

Table 1 

. Monthly Benefit Differences 
Impact of Reduction in TRA Deferred Annuity Augmentation Rates 

Due to 2010 Revision,Assuming Pre-July 1, 2006, Hires 

Deferred Annuity Monthly Annuity 
Age at Age of First on Wh en Benefit Difference 

Applicable Law Termination Benefit Receipt Termination Date Commences Per Month 
Pre-2010 Law 53 65 $1,000 $1,728 
Current Law 53 65 $1,000 $1,268 $460 
Pre-2010 Law 55 65 $1,000 $1,629 
Current Law 55 65 $1,000 $1,219 $410 
Pre-2010 Law 60 65 $1,000 $1,276 
Current Law 60 65 $1,000 $1,104 $172 
Pre-2010 Law 64 65 $1,000 $1,050 
Current Law 64 65 $1,000 $1,020 $30 

2. 2010 Financial Sustainabilitv Measures. The 2010/2011 deferred annuity augmentation reductions were 
one of many elements to reduce plan liabilities. All pension funds suffered considerable financial 
distress due to the market collapse of2008 and 2009. The administrators for MSRS, PERA, TRA and 
DTRFA responded with a 2010 session legislative proposal which was included in the Commissi;n's 
omnibus bill and enacted as Laws 2010, Chapter 359, Article 1, entitled "Financial Sustainability 
Proposals." The plans covered in that article were allMSRS plans, including the Judges, Legislators, 
an~ Elected St~te Officer plans; all PERA plans; TRA; and DTRF A. A few changes were also included 
which are applIcable for SPTRF A. The type of revision and applicable plans for each revision are 
shown in a chart as Attachment B. For a few plans (the State Patrol Plan, PERA-General, PERA-P&F, 
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TRA, and DTRF A) employee and employer contribution rate increases were included, although 
typically with some delay or phase in. All other changes indicated in the chart reduced plan liabilities. 
These changes were reductions, including in some cases elimination, of post-retirement adjustments; 
reduced interest rates paid on refimds of employee contributions; reduction, or in some cases 
elimination, of deferred annuity augmentation; elimination of paying interest on reemployed annuitant 
accounts; increasing the years of service required to vest; increasing the size of reductions when early 
retirement is taken; and (for MSRS-Correctional) reducing the benefit accrual rate. 

Under the 2010 legislation, the SPTRF A took only one action to reduce its liabilities, and that action 
had little sUbstance. Under the 2010 law, SPTRF A suspended the January 1, 2011, post-retirement 
adjustment. However, the SPTRF A post-retirement provision then in effect would have matched 
inflation as measured in 2010, and inflation was near zero. A minimal adjustment, if any, would have 
been paid if the 2011 adjustment had not been waived. For the 2011 session, the SPTRFA came back 
with a more substantial package to reduce liabilities, generally making changes similar to those 
enacted in 2010 for the DTRFA (see 1st Spec. Sess. Laws 2011, Ch. 8, Art. 2). 

The post-retirement reductions for the various plans as summarized in the attachment deserve further 
comment. These reductions passed as requested by the plan administrators, and they have an unusual 
feature. The post-retirement adjustments are reduced, typically from 2.5% per year to 2% or less, and 
remain at the lower level until a fimding ratio threshold is reached. Typically, that threshold is a 90% 
fimding ratio, but there are some variations among the plans. Some will pay less than 2%, and a few 
will pay none for a year or more. The DTRF A will not provide any adjustment, possibly for an 
extended period. These divergent approaches are significant in several ways: 

1) First, they create treatment disparities between retirees from different plans. All retirees face similar 
or identical inflation rates eroding the value of their benefits. Yet retirees will receive different rates 
of adjustment or in some cases none at all. This was a step away from established policy by creating 
less uniformity rather than more. 

2) Second, rather than finding the resources to protect the retirees, their welfare is being dictated by 
fimding condition. 

3) Third, and important for consideration of the current bill draft, the approach pits the plan retirees 
against all other plan members.by creating a direct tradeoff. Any effort to undo the deferred annuity 
augmentation reductions, refimd reductions, or other cost-saving changes in the 2010/2011 
legislation will increase plan liabilities. This in turn lowers the fimding ratio, the ratio of assets 
divided by liabilities. This downward drag on the fimding ratio works against the effort to get back 
to the fimding ratio trigger needed to begin providing higher post-retirement increases. 

3. Cost Implication of Reversing Recently Enacted Deferred Annuitv Reductions for Various Plans. 
One implication of reversing, at least for those who terminate service before July 2012, the deferred 
annuity reductions imposed by the 2010 or 2011 legislation is that part of the cost savings expected to 
occur in the plans will be lost. Liabilities will increase. Commission staff is able to provide only a 
suggea>tion of what that impact would be. One problem is that readily available actuarial estimates for 
the cost savings expected under the 2010 or 2011 revisions often do not separate out the impact of the 
deferred annuity augmentation change. Generally, it is combined with the impact of the reduced 
interest rate on refimds. Another problem is that the current bill reinstates the prior deferred annuity 
augmentation treatment only for TRA deferred annuitants who terminate before July 1, 2012, rather 
than for all TRA deferred annuitants, or teachers who will someday be subject to the new treatment. 
Thus the bill would only partially undo the 2010/2011 deferred annuity treatment revisions, and only 
for TRA rather than all plans. A third problem is that any estimate would be derived from actuarial 
work that is a few years old, and thus is out of date. 

With the reservations stated above, Table 2 below suggests the cost savings due to revised deferred 
annuity augmentation policy, as a percent of covered payroll, as presented when the 2010/2011 
legislation was being considered. The estimates for DTRF A, MSRS-General, and State Patrol appear 
to be the only plans where there is an estimate solely for the deferred annuity augmentation change. 
The information for the other plans includes the impact of also changing refimd interest rates. 

Table 2 suggests that the deferred annuity augmentation policy, when it was enacted, was expected to 
save no mort') than 0.7% of payroll in any plan, and for many of the plans that also includes the impact 
of reducing the interest rate (from 6% to 4%) paid on refimds. For TRA the savings amount to about 
$16.4 million a year; for DTRFA and SPTRFA combined, the savings is slightly under a $1 million 
ann.ually. A partial reversal of the deferred augmentation changes, as would be required by this bill 
draft, would add back to plan cost some portion of the estimated savings shown in the fmal column. 
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Table 2 

Estimated Deferred Annuity Cost Savings 
Due to 201 0/2011 Plan Revisions, Based on 2011 Payroll 

Normal Cost Amortization Total Current Yearly 
Plan Reduction Reduction Reduction Payroll Dollar Savings 

TRA' 0.20% 0.20% 0.40% $4,107,000,000 $16,400,000 

DTRFA 0.10% 0.27% 0.28% $54,000,000 $150,000 

SPTRFA 1 0.15% 0.19% 0.34% $240,000,000 $820,000 

MSRS·General 0.20% 0.50% 0.70% $2,459,000,000 $17,200,000 

MSRS·Correctional ' 0.20% 0.10% 0.30% $206,000,000 $620,000 
State Patrol 0.00% 0.10% 0.10% $66,000,000 $70,000 

PERA·General ' 0.20% 0.50% 0.70% $5,184,000,000 $36,300,000 
PERA·P&F' 0.30% 0.20% 0.50% $797,000,000 $3,990,000 
PERA·Correctional ' 0.50% 0.20% 0.70% $173,000,000 $1,210,000 

Of all the plans in Table 2, PERA-General has by far the largest cost savings, $36.3 million. This is 
much larger than the TRA savings of $16.4 .million. Even MSRS-General, with $17.2 million, has a 
larger savings than TRA despite MSRS-General having a much smaller payroll, $2.459 m~llion, than 
TRA's $4.107 million. Part of the reason may be that deferred annuitants are a larger portion of the 
membership in MSRS-General and PERA-General compared to TRA. 

Table 3 shows for the general employee plans (MSRS-General, PERA-General, and the three teacher 
plans) the portion of the membership in each category. Table 3 indicates that, although the proposed 
legislation will impact only the teacher plans,there are more deferred annuitants in MSRS-General than 
there is in the three teacher plans combined. And PERA-General has more twice as many deferred 
members than MSRS-General. In MSRS-General, deferred annuitants account for 15.5% of the total 
membership. In PERA-General, that percentage is 12.4%. In TRA, only 7.8% of the membership is 
deferred. In DTRFA, that percentage is also low, 8.6% of the total membership, but the SPTRFA 
percent is quite high, 18.1 % of the membership, higher than any other general employee plan. 

Active Members 
Service Retirees 
Disabilitants 
Survivors 
Deferred Retirees 
Nonvested Former Members 

Total Membership 

Table 3 

2011 General Employee Plan Membership 

MSRS·General PERA·General TRA 
48.1% 47,955 382% 139,952 45.5% 76,755 
25.0% 24,900 17.0% 62,198 29.1% 49,079 

1.7% 1,723 0.6% 2,334 0.4% 602 
3.6% 3,541 2.0% 7,289 2.3% 3,856 

15.5% 15,422 12.4% 45,325 7.8% 13,237 
6.1% 6,117 ~ 109,630 H2& 25,196 
100% 99,658 100% 366,728 100% 168,725 

DTRFA SPTRFA 
29.8% 1,006 34.5% 3,578 
36.0% 1,216 27.6% 2,864 
0.6% 19 0.3% 29 
3.2% 109 3.1% 319 
8.6% 290 18.1% 1,880 

21.8% 735 16.4% 1,698 

100% 3,375 100% 10,368 

The numbers and percentages in Table 3 for deferred annuitants provide at least a partial explanation 
for the results noted in Table 2. The less generous deferred annuity treatment (unfortunately often 
combined in Table 2 with the savings from the refund interest rate reductions) saved 0.4% ofpayroll 
in TRA, but an estimated 0,7% ofpayroU in MSRS-General and PERA-General. A larger percentage 
of the MSRS-General and PERA-General membership is deferred compared to TRA, so a reduction in 
deferred annuity augmentation creates more cost savings in those MSRS and PERA plans. 

4. Legal Questions. The recent post-retiremerit adjustment revisions were challenged in court, but the 
challenge was not successful. The general question was whether the pre-20 1 0 post-retirement 
adjustment procedures represented an implied contract, which could not be revised by diminishing 
those adjustments. The court found that post-retirement adjustments had been changed several times 
in recent years, unde=imng any expectation that post-retirement adjustments specified in law 
represent a binding agreement or implied contract. Commission staff is not aware of any legal 
challenge to the recently enacted deferred annuity augmentation provisions. 

5. Need for the Change. An issue is whether there is sufficient need for the change. As shown above, the 
deferred annuity augmentation changes enacted in 20 i 0 and 2011 can considerably reduce the annuity 
which a deferred annuitant will eventually reCeive. The longer the person is in deferred status and subject 
to the new lower augmentation rates, the larger the impact on the individual. No benefit reductions were 
proposed for any plan members who remain active, although depending on contribution rate changes they 
may pay more for their benefits. No reduction in benefits paid to retirees was included, although the rate 
of increase in those benefits will be less, Only deferred retirees will face an actual reduction in the benefit 

1 Includes cost savings due to a combination a/revised diferred annuity augmentation and a reduced interest rate on refimds. 
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amount they expected when they retire. Commission members may wish to weigh the considerable 
impact that the augmentation reduction will have on the individuals subject to this change against the cost 
of partial reversal as required under the bill draft, once that cost has been determined. 

6. Appropriate Date. If the Commission concludes that relief is appropriate for those who terminated 
service prior to the 2010 legislation, an issue is how to define the cutoff date for the group that will 
receive relief The proposed legislation requires that the person had to be a TRA deferred annuitant and 
had to terminate service prior to the enactment date of the legislation that reduced deferred annuity 
accrual rates. An altemative is the date that the particular provision became effective. Another is July 1, 
2012, which is the first date stated in the provisions for use of the new reduced augmentation rates. 

7. Lack of Deferred Member Representation When Boards Developed Benefit Reduction Package. The 
issue is the lack of input and representation by deferred retirees when pension plan administrators put 
together the package of reductions which contained the deferred annuity reductions. The pension plan 
boards have active member and retired member board representatives. However, they do not have 
deferred members on their boards. In some, possibly all of these plan systems, deferred members are not 
permitted to vote in board elections. Thus, when the package of plan benefit reductions was being 
developed by these boards, the interests of deferred retirees were not well represented. 

8. Deferred Member Equity Arguments. Deferred members may wish to testifY regarding this proposaL 
Deferred members who were already in deferred statUs when the 20 10/2011 legislation was enacted 
may argue that they should have been excluded from the change because they assumed that the law in 
effect when they terminated service would apply to their pensions. In the 2006 change in deferred 
annuitant policy, the plans took care to exclude from the change not only those already deferred but 
also all existing employees. The 2006 legislation applied only to new employees. 

9. Cost. The issue is the cost that the proposed legislation would impose on the plans. Commission staff is 
not aware of any actuarial work that has been done on' this proposal. It is unclear who would be willing to 
pay for the needed analysis. The Commission rarely considers provisions which improve benefits, and 
thus increase cost, without knowing the impact on plan liabilities and contribution requirements. The 
Commission also typically addresses not only the added contribution or aid requirements stemming from 
the immediate proposal, but also addresses any existing contribution deficiency of the plan. However, 
once estimates are available, it is possible that the Commission might conclude that the added liabilities 
created by this proposal are immaterial, and no immediate revision in contributions or aid is needed. 

10. Lack of Funding Source. The issue is the lack of any specified way to address the added plan cost. 
The proposal does not include provisions to revise contribution rates, extend amortization dates, or 
revise aid to address the cost issue. TRA does have a provision in its statutes (Minn. Stat. Sec. 354.42, 
Subd. 4a-4d) which can require contribution rates to be increased to gradually eliminate a contribution 
deficiency, and to be lowered to eliminate a contribution sufficiency, unless the Legislature overrules 
the change, but these mechanisms were recently enacted and will first be used in 2015. 

11. Scope. The issue is the proper scope. The proposed legislation reverses the recently enacted deferred 
annuity augmentation reductions for TRA members who terminated before the enactment date ofthe 
2010 legislation, but does nothing for similar deferred retirees in first class city teacher plans, MSRS, 
and PERA plans. Permitting this reversal only for some raises the issue of fairness; it would create 
further differences in treatment of similar individuals in general employee plans. MSRS and PERA 
plans, which are not covered by this proposal, have far more deferred retirees than the teacher plans. 
However, expanding the scope will increase the total cost. 

12. Deferred AnnuitantlRetiree Tradeoff. The issue is the harm that may be done to teacher plan pensioners 
caused by improving the deferred annuitant treatment. An unfortunate consequence of the way the plan 
administrators structured the 2010/2011 revisions is that a direct tradeoff now exists between the plan 
retirees and other members. Any action which adds to plan cost will delay the date at which post­
retirement adjustments will return to more normal levels, unless the change is accompanied by an 
immediate injection of assets sufficient to keep the plan funding ratio from declining. Extending the full 
funding dates (which is not included in this proposal) would not be an ideal approach. For some plans 
full funding dates were recently extended by the 2010/2011 legislation, and if that approach is used again 
it will likely lengthen the time it takes to reach the post-retirement adjustment funding ratio triggers. 

13. Weak Actuarial Condition of the Retirement Plans. The issue is the present actuarial condition ofTRA, 
which is covered by this bill, and the various other plans with similar deferred annuity provisions but 
which are not covered by the bilL A presentation of the 2011 actuarial condition of the three teacher 
plans and also of the various MSRS and PERA plans appears below in Table 4. TRA has a 77% funding 
ratio, noticeably less than MSRS-General, and TRA also has a significant contribution deficiency, 3.88% 
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of payroll. That means that the contributions and aid received by the fund are 3.88% of payroll (about 
$160 million in 2011) less than the amount required to keep the plan on the intended path to full funding. 
If that deficiency continues, it will be difficult to increase the funding ratio, and the ratio might instead 
fall. Addressing that existing contribution deficiency may tax existing resources. There are provisions in 
TRA law which in the near future may trigger automatic contribution rate increases. DTRF A and 
SPTRF A have funding issues. In recent years, Commission staffhas questioned whether these two 
organizations are financially viable. The DTRF A is 73% funded and has a 3.73% contribution 
deficiency. The SPTRF A funding ratio is 70%, but it has a 2.27% contribution deficiency. The SPTRF A 
is unusual in using a rolling amortization period (25 years) which leads to an understatement of the 
contribution deficiency compared to the result which would be shown if it used the same fixed 
amortization period approach used by the other plans. 

Membership 
Act"e Members 
Service Retirees 
Disabilitants 
SUNNors 
Deferred Retirees 
Nonvest Form. Mem. 

Total Membership 

Funded Status 
Accrued Liability 
Current Assets 
Unfund. Accr. Liability 

Funding Ratio 

Financing Requirements 
Covered Payroll 
Benefits Payable 

Normal Cost 
Admin. Expenses 
Amortization 

Total Requirements 

Employee Contributions 
Employer Contributions 
Employer Addl Cont. 
Direct State Funding 
Other Govt Funding 
Admin, Assessment 

Total Contributions 

Total Requirements 
Total Contributions 

Deficiency (Surplus) 

Membershio 
Active Members 
Service Retirees 
Disabilitants 
Survivors 
Deferred Retirees 
Nonvest Form. Mem. 

Total Membership 

Funded Status 
Accrued liability 
Current Assets 
Unfund. Acer. Liability 

Funding Ratio 

Financing Requirements 
Covered Payroll 
Benefits Payable 

Normal Cost 
Admin. Expenses 
Amortization 

Total Requirements 

Employee Contributions 
Employer Contributions 
Employer Add'i Conl 
Direct State Funding 
Other Govt Funding 
Admin. Assessment 

Total Contributions 

Total Requirements 
Total Contributions 

Deficiency (Surplus) 
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MSRs-General 
2011 

47,955 
24.900 
1,723 
3,54t 

15,422 
6117 

99,658 

$10,576,481,000 
§9,1:lQ,Ot t 000 
$t .446,470,000 

86.32% 

$2,459,441,000 
$505.573,000 

7.14% $t75,488,000 
0.19% $4,673,000 
3.70% ~9Q,999 OOQ 

11.03% $271, t 60,000 

5.00% $122,972,000 
5.00% $122,972,000 
0.00% $0 
0.00% $0 
0.00% $0 
0.00'% §Q 

10.00% $245.944,000 

11.03% $27t, t 60.000 
10.0Qo/() ~245,944 QOO 
1.03% $25,216.000 

MSRS-Correctional 
2011 

4,322 
t,621 

230 
165 

t,035 
501 

7,874 

$907,Ot2,000 

7023% 

$205,608.000 
$39,116,000 

17.89% $36,793,000 
0.17% $350,000 
7,94% ~16,325,ooo 

26.00% $53,468,000 

8.60% $17,682,000 
12,10% $24.879.000 
0.00% $0 
0.00% $0 
0.00% $0 
0.00% §Q 

20.70% $42,561,000 

26.00% $53,468,000 
20.70% ~42,561 000 
5.30% $10,907,000 

Table 4 
PERA·General 

2011 

t39,952 
62,198 
2,334 
7,289 

45,325 
t09,630 
366,728 

$17,898.849.000 
~13,45Q 75~ 000 
$4,448,096.000 

75.18% 

$5.t83,629,000 
$950,708.000 

6.65% $344,925,000 
0.19% . $9,843.000 
6.63% 

13.47% 

625% $323,996,000 
7.25% $375,846,000 
0.00% $0 
0.00% $0 
0.00% $0 
0.00% §Q 

13.50% $699,842,000 

t3.47% $698.449,000 
13.50% ~69~ 842,000 
(0.03%) ($t ,393,000) 

State Patrol 
2011 

862 
700 
48 

t84 
38 
15 

1,847 

$700.898,000 
:gj63046,OQO 
$137,852,000 

80.33% 

$66,035.000 
$47,944,000 

22.91% $t5.127,000 
0.14% $92,000 

1320% ~8,717,000 
3625% $23,936,000 

12.40% $6.t88,000 
t8.60% $12,283,000 
0.00% $0 
0.00% $0 
0.00% $0 
0.00% §Q 

31.00% $20,471.000 

3625% $23,936,000 
31.00% ~20,471 OQO 
525% $3,465,000 

n27% 

8.17% 
024% 
8.16% 

16.57% 

6.00% 
6.16% 
0.00% 
0.53% 
0.00% 
0.00% 

12.69% 

t6.57% 
12.69% 
3.88% 

TRA 
2011 

76,755 
49,079 

602 
3,856 

t3,237 
25,t96 

t68,725 

$22.171,493.000 
~17,t32,~ 000 
$5,039.ttO,000 

$4, t06.922,000 
$1,459,550,000 

$335,649,000 
$9,657,000 

~t25,000 
$680,63t .000 

$246,490,000 
$252,854,000 

$0 
$2t.5tO,000 

$0 
§Q 

$520.854,000 

$680,63t ,000 
:l§20,8§4OOO 
$159,m.000 

PERA-P&F 
2011 

tO~80 
5,549 

864 
1,435 
t,335 

870 
20,933 

$6.363,546,000 
:gj,g74602,oOQ 
$t ,088,944,000 

82.89% 

$796,689,000 
$342.2t9,000 

t9.77% $157,490,000 
0.10% $797,000 
8.91% EO 985 000 

28.78% $229,272,000 

9.60% $76,462,000 
14.40% $t t 4.723.000 
0.00% $0 
0.00% $0 
0.00% $0 
0.00% §Q 

24.00% $19t,205,000 

28.78% $229,272,000 
24,00% ~191,gas 000 
4.78% $38.067,000 

Page 6 

7322% 

6.08% 
0.89% 

1027% 
t723% 

6.00% 
6.29% 
0.00% 
121% 
0.00% 
0.00% 

t3.50% 

1723% 
13.50% 
3.73% 

DTRFA 
2011 

1,006 
1,2t6 

19 
109 
290 
735 

3,375 

$321.065.000 
~2"; 071 ,975 
$85.993,025 

$54,279,300 
$24.067,9t5 

$3,298,9t9 
$483,086 

:gj,574,484 
$9,356,489 

$3,256.758 
$3,414,t68 

$0 
$658,535 

$0 
§Q 

$7.329.461 

$9.356.489 
~7 329,461 
$2.027.028 

PERA-Correctional 
2011 

3.5tO 
373 
133 
22 

1,98t 
1624 
7.643 

$284,593.000 
$g74,704,000 

$9,889,000 
96.53% 

$173.t57.ooo 
$4,026,000 

12.68% $21,958.000 
0.13% $229,000 
0.61% ~t,056 000 

13.42% $23,243.000 

5.83% $10,095,000 
8.75% $15, 15t .000 
0.00% $0 
0.00% $0 
0.00% $0 
0.00% §Q 

14.58% $25,246.000 

t3.42% $23,243.000 
14.58% ~!i246,o00 
(t.t6%) ($2,003,000) 

69.99% 

7.59% 
0.29% 

10.49% 
18.37% 

5.78% 
8.63% 
0.00% 
1.69% 
0.00% 
0.00% 

16.tO% 

18.37% 
~ 
227% 

SPTRFA 
2011 

3.578 
2,864 

29 
3t9 

1.880 
t,698 

to.368 

$1.389.875,000 
~~72,7t8 000 
$417.157,000 

$239.501,000 
$97,287.000 

$t8,t65,000 
$694,000 

~25,124 000 
$43,983,000 

$13,838.000 
$20,661,000 

$0 
$4,057.000 

$0 
§Q 

$38,556,000 

$43.983,000 
~,556000 
$5,427,000 
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14. Position of TRA Board. The issue is whether TRA supports this proposal. 

15. Teacher Union Support. The issue is whether the proposal has the support of the union or unions 
representing teachers. 

Potential Amendments for Commission Consideration 

Amendment H2411-1A revises the size of the group receiving reliefby providing relief to ex-teachers 
with TRA coverage who become deferred annuitants prior to July 1,2012, rather than prior to the 
effective date of the 2010/2011 legislation. July 1, 20Uis the first day that lower deferred annuity 
augmentation rates will apply under the 2010 legislation. 

Amendment H2411-2A expands the scope of the bill by reversing the impact of the 2010 legislation for 
those who were already in deferred status on the enactment date of that 2010 legislation for all plans 
which were not included in H.F. 2411; S.F. xxxx. Those additional plans are MSRS-General, MSRS­
Correctional, MSRS State Patrol, the Legislators Retirement Plan, PERA-General, PERA-Correctional, 
PERA-P&F, and the two first class city teacher plans. 

If the Commission wishes to include some but not all of those additional plans, that could be 
accomplished by verbal amendments to Amendment H2411-2A. 

A motion to delete: 

• Section 1 of the amendment will remove the Legislators Retirement Plan from the amendment. That 
verbal amendment would cause members of the Legislators Plan who were already in deferred status 
on the enactment date of the 2010 legislation to remain subject to the reductions in deferred annuity 
augmentation specified in the 2010 legislation. 

• Section 2 ofH2411-2A would remove MSRS-General and MSRS-Correctional. 

• Section 3 ofH2411-2A would remove the State Patrol Retirement Plan. 

• Section 4 ofH2411-2A would remove PERA -General, PERA-Correctional, and PERA -P &F. 

• Section 6 ofH2411-2A will remove the DTRFA and the SPTRFA. 

H24II-Sxxxx Memo Page 7 
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Background Information on 
Deferred Annuities Augmentation 

Attachment A 

1. Definition. In Minnesota public pension plans, deferred annuity augmentation refers to increasing the 
amount of a deferred retirement annuity by a percentage amount over time prior to receipt. This 
replaces all or part oflost purchasing power in the unpaid retirement annuity due to inflation. Under 
current law as revised in 2010, for Teachers Retirement Association (TRA) members who were hired 
before July 1,2006, if, when they defer receipt of the annuity when they terminate service, the 
deferred annuity increases (augments) by 3% annually until the first of the year after the individual 
turns age 55, and by 5% per year thereafter. However, due to 2010 legislation, after June 30, 2012, 
the augmentation rate will be 2% per year, regardless of the person's age. For teachers first hired after 
June 30, 2006, when they terminate service the deferred annuity augmentation rate is 2.5% per year, 
and 2% per year after June 30, 2012. 

Deferred annuity augmentation was added in 1971 to Public Employees Retirement Association 
(PERA) plans, Minnesota State Retirement System (MSRS) plans, TRA, and was also added to the 
first class city teacher plans in 1989. 

Minnesota public pension plans are relatively unique ~ong public and private defined benefit plans in 
providing deferred annuities augmentation. To the best knowledge of the Commission staff, only the 
Oregon statewide public employee defined benefit plans also provide deferred annuity augmentation. 

The Minnesota and Oregon plans that have deferred aimuities augmentation are defined benefit plans. 
Defined benefit plans utilize a fixed formula to determine pension benefit amounts (typically years of 
service multiplied by a percentage benefit accrual rate amount and applied to a final salary or final 
average salary base). Since the benefit is fixed or specified in law from the individual's salary and 
service, the variable element is the contributions needed to fund those benefits. Defined benefit plans 
are distinguished from defined contribution plans, such as the Higher Education Individual Retirement 
Account Plan (!RAP), Individual Retirement Accounts (IRAs), or Section 401(k) plans, where the 
fixed element is the level of contributions funding the plan, and the variable element is the benefit to 
be derived, which is dependent on the investment earnings over time on the stream of contributions 
and the age of the individual at retirement. 

When a person covered by a defined contribution plan changes employment and thus is no longer eligible 
for the employer's plan, the value of the account will continue to increase over time due to investment 
earnings on the account. Thus, the eventual retirement annuity that can be supported by the account's 
value will increase. Deferred annuity augmentation in a defined benefit plan provides a somewhat 
comparable effect. The individual's deferred retirement annuity is not locked in amount at the time the 
individual leaves covered service. It continues to grow over time by the percentages specified in law. 

Having deferred annuity augmentation in a defined benefit plans does add to plan cost. Because of the 
augmentation, the deferred annuitants receive higher benefits at the time of retirement than would be 
the case if the benefit were fixed at the time of termination of the covered employment. 

2. Minnesota Plans with Deferred Annuity Augmentation Provisions. Several Minnesota public pension 
plans have deferred annuity augmentation provisions, although there are minor differences between 
provisions in the various plans. All these provisions were revised in 20 I 0 to reduce deferred annuities 
augmentation or, in the case ofPERA plans, to eliminate it entirely as of January 1, 2012. The current 
law deferred annuity augmentation provisions are: 

Section: Applies to: 
~~~--~--------------------------3A.oi, Subd. 4 Legislators Retiremerit Plan 

352.72, Subd. 2 General State Employees Retirement Plan (MSRS-General) 
Correctional State Employees Retirement Plan (MSRS-Correctional) 

352B.30, Subd. 2 State Patrol Retirement Plan 

353.71, Subd.2 PERAIPERA-P&F plans:' and prest1mably also to the Local Government 
Correctional Service Retirement Plan (pERA-Correctional). 

354.55, Subd.11 TRA 

354A.37, Subd. 2 First class city teacher retirement fund associations. 

The !ll:dges R~tirement Plan (administered by MSRS) has no deferred annuities augmentation 
provISIOn, which may reflect an assumption that Judges will continue in office until retirement. 

B-PERA-045 
Revised: 0212012 (p. 1 only) 
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a. Contributions 
1. Member 

2. Employer 
3. Contribulion rate stabil~er 

b. Post-retirement adjustments 

c. Interest on refunds 

d. Deferred annuities 
augmentation 

e. Reemployed annuitant 
earnings limiiation deferral 
account interest 

f. Vesting semce requirement 

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

h. Benefit accrual rate 
percentage, per year 
of high·5 average salary 

tMVB = Market Value Basis 

MSRS·General ~lSRS·Correct. 

.. .. 

.. -

.. .. 

Reduced from Reduced from 
2.5% to 2.0%, 2.5% to 2.0%, 
restored when restored when 
90'% funded on 90% funded on 
MVB;'6·mo. MVB;'6·mo. 
waiting period wailing period 
imposed forini· imr:;Sed for inl· 
tial increase lia Increase 

Reduced from Reduced from 
6% to 4% after 6% to4%aner 
6/3012011 6/30/2011 

Reduced from Reduced from 
5, 3, or 2.5% to 5,3, or 2.5% to 
2% after 121311 2% after 121311 
2011 2011 

Eliminated after Eliminated after 
111/2011 111/2011 

For new mem· Fornewmem· 
bers after 6/301 bers after 6/301 
2010, increased 2010, increased 
from 3 years to 
5 years 

from 3 years to 
50% vested 
w/5 years·l00% 
wll0 years 

.. For 8re.6/301 
201 members 
reUnng after 
6/30/2015 and 

Comparison of MSRS, PERA, TRA, and First Class City Teacher Retirement Fund Association 
Financial Sustainability Proposals 

Financial Sustainability Provisions Contained in the Omnibus Retirement Bill 
S.F. 2918, 4th Engrossment, Article 1 (Laws 2010, Chapter 359) 

State Paltol Judges legislators ESO PERA·General PERA· Correct. 

+2.0% .. .. .. +0.25% .. 

+3.0% .. .. .. +0.25% .. 
.. .. .. .. Modified .. 

Reduced from Reduced from Reduced from Reduced from Reduced from Reduced from 
2.5% to 1.5%, 2.5% to 2.0%, 2.5% to 2.0%, 2.5% to 2.0%, 2.5% to 1.0%, 2.5% to 1.0%, 
restored when restored when restored once restored once restored when restored when 
90% funded on 90% funded on MSRS·General MSRS·General 90% funded on 90% funded on 
MVB;'6·mo. MVB;' 6·mo. is 90% funded is 90% funded MV8, '" rate re- MVB, i rale re-
waWng period waiting period on MVB;t 6·mo. on MVB;t 6·mo. duced if fund lat· duced iflund lat· 
irnr;:sed for ini· imrosed for ini· waiUng period waiting period er declines from erdeclinesfrom 
lia increase lia increase for initial in· for initial in· 90% funded 90% funded 

crease crease 

Reduced from Reduced from Reduced from .. Reduced from Reduced from 
6% (04% aHer 6% to 4% after 6% to 4% after 6"10 to 4% after 6% to 4% after 
613012011 6130/2011 6/30/2011 6/3012011 613012011 

Reduced from .. Reduced from .. Reduced from 5, Reduced from 5, 
5, 3; or 2,5% 10 5, 3, or 2.5% to 3, Of 2.5% to 1% 3, or 2,5% 10 1% 
2%·after 121311 2% after 121311 for plan memo for plan memo 
2011 2011 bers terminating bers lenninating 

before 11112012, before 1/1/2012, 
and eliminated and eliminated 
for plan memo for plan mem-
bers laminating bers lenninating 
after 12131/2011 after 1213112011 

.. .. .. .. Eliminated after Eliminated after 
1/112011 1/112011 

For new mem- .. .. .. For new mem- For new mem· 
bers after 61301 bers after 6/301 bers after 61301 
2010, increased 2010, increased 2010, increased 
from 3 years to from 3 years to 5 from 3 years to 
5 years years 50% vested 

w/5 years·l00% 
wllO years 

For newmem· .. .. .. .. .. 
bers after 6/301 
2010, increased , 
from 1.2% to 

PERA·P&F 

+0.2% 

+0.3% 
.. 

Reduced from 2.5% to 
1.0% for 111/2011 and 
111/2012, then equal to 
the CPI percentage for 
the preceding fiscal 
year, not to exceed 
1.5% unUl90% funded 
on MVB: then notto 
exceed 2.5%, but mte 
reduced if fund later de· 
clines from 90% funded 

Reduced from 6% to 
4% after 6130/2011 

Reduced from 5, 3, or 
2.5% to 1% for plan 
members teminating 
before 1/112012, an 
eliminated for plan 
members leminating 
after 12131/2011 

Eliminated after 
1/112011 

For new members after 
6/30/2010, incr. from 3 
yrs to 50% vested wI 
5 yrs·l00% wllO yrs 

.. 

for new members 2.4% 
after 613012010, 
increased (rom 
2.4% to 5.0% 

.. For newmem· .. .. .. .. .. .. .. 
bers after 
6/30/2010, reo 
duced from 
2.4% to 2,2% 

HAva = Actuarial Value Basis 

TRA DTRFA SPTRFA 

+2.0% +1.00% +1.00% Coord; 
+1.00% Basic 

+2.0% +1.00% +1.00% C&a 
Added .. .. 

Suspended for 1111 0% when less than Suspended for 
2011 & 11112012; 80% funded on 111/2011 
starting 11112013, MVB,* 1% when 
reduced from 2,5% 80%·90% funded 
to 2.0%, restored on MVB: and 2% 
when 90% funded when mora than 
on MV8;* 6·mo. 90% funded on 
wamng period for MVB;' when 90% 
initial increase funded on AVB" 

moves to Inflation 
match up to 5% 

Reduced from 6% Reduced from 6% .. 
to 4% after t04% after 
6/3012011 6/3012010 

Reduced from 5, Reduced from 5, .. 
3, or 2.5% to 2% 3,- or 2.5% to 2% 
after 6/3012012 after 711/2012 

Eliminated after Eliminated after .. 
1/1/2011 6/30/2010 

.. For new members .. 
after 6/3012010, 
increased from 3 
years to 5 years 

.. .. .. 

.. .. .. 

Sustainability ProvisIons Comparison S29184 
legislative Commission on PensionS and Retirement (512:012010) 
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02/2011 2 04: 14 PM PENSIONS EBILD H241l-IA 

1.1 .................... moves to amend H.P. No. 2411; S.P. No ..... as follows: 

1.2 Delete everything after the enacting clause and insert: 

!.3 "Section 1. Minnesota Statutes 2010, section 354.55, subdivision 11, is amended to 

1.4 read: 

1.5 Subd. 11. Deferred annuity; augmentation. (a) Any person covered under section 

1.6 354.44, subdivision 6, who ceases to render teaching service, may leave the person's 

1.7 accumulated deductions in the fund for the purpose of receiving a deferred annuity 

1.8 at retirement. 

1.9 (b) The amount of the deferred retirement annuity is determined by section 354.44, 

1.10 subdivision 6, and augmented as provided in this subdivision. The required reserves for 

1.1 1 the annuity which had accrued when the member ceased to render teaching service must 

1.12 be augmented, as further specified in this subdivision, by the applicable interest rate 

1.13 compounded annually from the first day of the month following the month during which 

1.14 the member ceased to render teaching service to the effective date of retirement. 

1.15 (c) No augmentation is 1Wt creditable if the deferral period is less than three months 

1.16 or if deferral co=enced before July 1, 1971. 

1.17 (d) For persons who became eoveted employees members before July 1,2006, 

1.1 8 and who terminated service before July 1, 2012, with a deferral period co=encing after 

1.19 June 30, 1971, the annuity must be augmented as follows: 

1.20 (1) five percent interest compounded annuaily until January I, 1981; 

1.21 (2) three percent interest compounded annually from January 1, 1981, until January 

1.22 1 of the year following the year in which the deferred annuitant attains age 55; and 

1.23 (3) five percent interest compounded annually from the date established in clause (2) 

1.24 to the effective date of retirement 01 tl1'ltii Jt!ne 30, 2012, "mehCiel is eatliet, and~ 

1.25 (4) t~o peteetrt irrtetest eompotmded anntta-l1y aftel Jtme 30, 2012. 

Section 1. 1 AmendmentH241l-1A 10 



02/2011204:14 PM PENSIONS EBILD H241l-IA 

2.1 (e) For persons who became members before July 1,2006, and terminated service 

2.2 after June 30, 2012, the interest rate used to augment the deferred annuity is two percent 
~ i. ' 

2.3 interest compounded annually to the effective date of retirement. 

2.4 (f) For persons who become eo,ered employees members after June 30, 2006, and 

2.5 who terminated service before July 1,2012, the interest rate used to augment the deferred 

2.6 annuity is 2.5 percent interest compounded annually until June 30, 2012, 01 U11ti1 !Q..the 

2.7 effective date of retirement, ~Ih.iehe,er is elUlier, lUld~ 

2.8 (g) For persons who became members after June 30, 2006. and who terminated 

2.9 service after June 30, 2012, the interest rate used to augment the deferred annuity is 

2.10 two percent interest compounded annually aftel Jttne 30, 2012 to the effective date 

2.11 of retirement. 

2.12 ffl QU)fa person has more than one period of uninterrupted service, a separate 

2.13 average salary determined under section ,354.44, subdivision 6, must be used for each 

2.14 period and the required reserves related t9 e,ach period must be augmented as specified in 

2.15 this subdivision. The sum of the augmen~ed required reserves is the present value of the 

2.16 annuity. For the purposes of this subdivision, "period of uninterrupted service" means a 

2.17 period of covered teaching service during ';Vhich the member has not been separated from 

2.18 active service for more than one fiscal year. 

2.19 W .illJf a person repays a refund, the service restored by the repayment must 

2.20 be considered as continuous with the next: period of service for which the person has 

2.21 allowable service credit in the Teachers R~tirement Association. 

2.22 fh7 .Gl If a person does not render teaching service in anyone fiscal year or more 

2.23 consecutive fiscal years and then resumes teaching service, the formula percentages used 

2.24 from the date of the resumption of teaching service must be those applicable to new 

2.25 members. 

2.26 will. The mortality table and interest rate actuarial assumption used to compute 

2.27 the annuity must be the applicable mortality table established by the board under section 

2.28 354.07, subdivision 1, and the interest rate actuarial assumption under section 356.215 in 

2.29 effect when the member retires. 

2.30 B7 illJn no case may the annuity payable under this subdivision be less than the 

2.31 amount of annuity payable under section.354.44, subdivision 6. 

2.32 fk71ml. The requirements and provisions for retirement before normal retirement 

2.33 age contained in section 354.44, subdivision 6, also apply to an employee fulfilling the 

2.34 requirements with a combination of service as provided in section 354.60. 

2.35 fl7 fuLThe augmentation provided by this subdivision also applies to the benefit 

2.36 provided in section 354.46, subdivision i/ 

Section I. 2 Amendment H241l-1A 11 



02/2011204:14 PM PENSIONS EBILD H2411-IA 

3.1 -{m7 {QLThe augmentation provided by this subdivision does not apply to any period 

3.2 in which a person is on an approved leave of absence from an employer unit covered 

3.3 by the provisions of this chapter. 

3.4 W hl The retirement annuity OJ;" disability benefit of, or the survivor benefit payable 

3.5 on behalf of, a former teacher who terminated service before July I, 1997, which is not 

3.6 first payable until after June 30, 1997, must be increased on an actuarial equivalent basis 

3.7 to reflect the change in the postretirement interest rate actuarial assumption under section 

3.8 356.215, subdivision 8, from five percent to six percent under a calculation procedure and 

3.9 tables adopted by the board as recommended by an approved actuary and approved by the 

3.10 actuary retained under section 356.214. 

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

3.12 Amend the title accordingly 

." .. 

Section I. 3 AmendmentH2411-1A 12 
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!.I .................... moves to amend H.P. No. 2411; S.F. No ..... as follows: 

1.2 Page 1, after line 5, insert: 

1.3 "Section 1. Minnesota Statutes 2010, section 3A.02, subdivision 4, is amended to read: 

1.4 Subd. 4. Deferred annuities augmentation. (a) The deferred retirement allowance 

1.5 of any former legislator must be augmented as provided herein in this subdivision. 

1.6 (b) The required reserves applicable to the deferred retirement allowance, 

1.7 determined as of the date the benefit begins to accrue using an appropriate mortality table 

1.8 and an interest assumption of six percent, must be augmented from the first of the month 

1.9 following the termination of active service, or July 1, 1973, whichever is later, to the first 

!.I 0 day of the month in which the allowance begins to accrue, at the following annually 

1.11 compounded rate or rates:-, as specified in paragraph ( c) or (d), whichever is applicable. 

!.I2 (c) If the legislator terminates active service after May 14,2010, the applicable 

1.13 rates are: 

!.I4 (1) the penent tlllt:il JllndMY 1, 1981, 

!.IS -(27 ffithree percent from Jllndttry 1, 1981, 01 from the first day of the month 

!.I 6 following the termination of active service, I9hiehe,et is latel, until January 1 of the year 

!.I 7 in which the former legislator attains age 55 or untilJanuary 1,2012, whichever is earlier; 

!.I 8 f37 ffifive percent from the period end date under clause (2) until the effective date 

!.I 9 of retirement or until January 1,2012, whichever is earlier; and 

1.20 f47 Ql.two percent after December 31, 2011, until the effective date of retirement. 

1.21 (d) If the legislator terminated active service before May 15,2010, the applicable 

1.22 rates are: 

1.23 (1) five percent until January 1, 1981; . 

1.24 (2) three percent from January 1,1981, or from the first day of the month following 

1.25 the termination ofactive service, whichev~r is later, until January 1 of the year in which 

126 the former legislator attains age 55; and 

Section 1. 1 AmendmentH2411-2A 13 
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2.1 (3) five percent from the period' end date under clause (2) until the effective date 

2.2 of retirement. 

2.3 EFFECTIVE DATE. This section is effective retroactively from December 31 , 

2.4 2011. 

2.5 Sec. 2. Minnesota Statutes 2010, section 352.72, subdivision 2, is amended to read: 

2.6 Subd. 2. Computation of deferre(lannuity. (a) The deferred annuity, if any, 

2.7 accruing under subdivision 1, or section 352.22, subdivision 3, must be computed as 

2.8 provided in section 352.22, subdivision 3, on the basis of allowable service before 

2.9 termination of state service and augmented as provided helein in this subdivision. The 

2.10 required reserves applicable to a deferred annuity or to an annuity for which a former 

2.11 employee was eligible but had not applied or to any deferred segment of an annuity must 

2.12 be determined as of the date the benefit begins to accrue and augmented by interest 

2.13 compounded annually from the first day of the month following the month in which the 

2.14 employee ceased to be a state employee, or July 1, 1971, whichever is later, to the first 

2.15 day of the month in which the annuity begins to accrue. The rates of interest used for 

2.16 this purpose mtlst be fi 9 e ptleerrt eeiln,.poti:ndeq. ~nltlany nntilJa:tltta:ty 1, 1981, and thlee 

2.17 pereent eOlnpotnlded a:tmtlally thenaftel nntil lll:\'ltla:ty 1 of the yea:t followttlg the yea:t in 

2.18 whieh the f01nlel employee atlatt~ age 55 or ttntil Ja:t:J:ttaly 1,2012, ",hieilever is ea:tlitl, 

2.19 a:tId Hom the Jantla:ty 1 next folio", irig the ailaimnent of a:ge 55 to the effceti v e tittte of 

2.20 retttement or tlntil la:tltla:ty 1,2012, v,hiehevtl is ea:tlitl, five ptleent eomponnded a:tnltlmly 

2.21 if the tlllployee beeame an tlllplo:y ee before ltdy I, 2006, 2.5 pereent eOlltpott1'l:ded 

2.22 a:tmtlally nnti1 Ja:tltta:t:y 1, 2012, if the tlb.p10yee beeomes an tlllployee after Jnne 30, 

2.23 2006, a:tld two pereent eOlnponnded a:tlIltm:U, after Dee=ber 31,2011, illespeetige of 
"!, . . . 

2.24 ",hen tne tlltployee beeanle a state employee are as stated in paragraphs (b). (c), (d). 

2.25 or (e). whichever is applicable. 
, ' 

2.26 (b) For persons who became members before July 1. 2006. and who terminated 

2.27 service before May 15,2010, with a deferral period commencing after June 30,1971, 

2.28 the annuity must be augmented as follows: 

2.29 (1) five percent interest compounded annually untilJanuary 1. 1981: 

2.30 (2) three percent interest compounded annually from January 1, 1981. until January 

2.31 1 of the year following the year in which the deferred annuitant attains age 55: and 

2.32 (3) five percent interest compounded annually from the date established in clause (2) 

2.33 to the effective date of retirement. 

2.34 (c) For persons who became members before July 1. 2006, and who terminate 

2.35 service after May 14,2010, the annuity 'must be augmented as follows: 
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3.1 (1) three percent interest compounded annually to January 1 of the year following 

3.2 the year in which the deferred annuitant attains age 55: 

3.3 (2) five percent interest compounded annually from the date established in clause (1) 

3.4 to the effective date of retirement or until December 31, 2011, whichever is earlier; and 

3.5 (3) two percent interest compoundei:l annually after December 31, 2011, to the 

3.6 effective date of retirement. 

3.7 (d) For persons who became members after June 30, 2006, and who terminated 

3.8 service before May 15, 2010, the interest rate used to augment the deferred annuity is 2.5 

3.9 percent interest compounded annually to' the effective date of retirement. 

3.10 (e) For persons who become members after June 30, 2006, and who terminate 

3.11 service after May 14,2010, the interest rafeused to augment the deferred annuity is 2.5 

3.12 percent interest compounded annually until December 31, 2011, or until the effective date 

3.13 of retirement, whichever is earlier, and two percent interest compounded annually after 

3.14 December 31, 2011, to the effective date ofretrrement. 

3.15 ill. If a person has more than one period oftininterrupted service, the required 

3.16 reserves related to each period must be augmented by interest under this subdivision. 

3.17 The sum of the augmented required reserves so determined is the present value of the 

3.18 annuity. "Uninterrupted service" for the' purpose of this subdivision means periods of 

3.19 covered employment during which the employee has not been separated from state service 

320 for more than two years. 

3.21 ill If a person repays a refund, ·theservice restored by the repayment must be 

3.22 considered continuous with the next period of service for which the employee has credit 

3.23 with this system. The formula percentages used for each period of uninterrupted service 

3.24 must be those applicable to a new employee. 

3.25 .au The mortality table and interest assumption used to compute the annuity must 

3.26 be those in effect when the employee files' application for annuity. This section does not 

3.27 reduce the annuity otherwise payable under·thischapter. 

3.28 W iiLThe retirement annuity or Cus'abilitybenefit of, or the survivor benefit payable 
., '. 

3.29 on behalf of, a former state employee who terminated service before July 1, 1997, which 

3.30 is not first payable until after June 30, 1997, must be increased on an actuarial equivalent 

3.31 basis to reflect the change in the postretirement'interest rate actuarial assumption under 

3.32 section 356.215, subdivision 8, from five perceritto six percent under a calculation 

3.33 procedure and the tables adopted by the board and approved by the actuary retained under 

3.34 section 356.214. 

3.35 EFFECTIVE DATE. This section is effective retroactively from December 31, 

3.36 2011. 

Sec. 2. 3 Amendment H2411-2A 15 



02/20/1204:35 PM PENSIONS EBILD H241l-2A 

4.1 Sec. 3. Minnesota Statutes 2010, section 352B.30, subdivision 2, is amended to read: 

4.2 Subd. 2. Computation of deferred annuity. hlDeferred annuities must be 

4.3 computed according to this chapter on the basis of allowable service before termination of 

4.4 service and augmented as provided in this chapter. The required reserves applicable to a 

4.5 deferred annuity must be augmented by interest compounded annually from the first day of 

4.6 the month following the month in which the member terminated service, or July I, 1971, 
,,- -> 

4.7 whichever is later, to the first day of the month in which the annuity begins to accrue. The 

4.8 rates of interest used for this purpose mttst be £i v e per eent per ye8:I eompoanded annttmly 

4.9 antilJllnallry 1,1981, thlee pereent per ye8:I eonlfJoanded annttaHy after J8:Iltt8:IY 1, 1981, 

4.10 antil Jllnttllry 1,2012, if the employee beeame 8:Il enwloyee before JalJ 1,2006,2.5 

4.11 pereent eompoanded 8:IMamly if the en1fJloyee beeonles lin en1fJloyee after Jttlle 30, 2006, 

4.12 lind two peleent per Jear eompottllded 8:IltlttallJ after Deeernber 31,2011, inespeeti ve of 

4.13 when the employee was rust eUlfJloyed are as stated in paragraphs (b), (c). (d), or (e), 

4.14 whichever is applicable .. The mortality table and.interest assumption used to compute the 

4.15 annuity must be those in effect when the member files application for annuity. 

4.16 (b) For persons who became members before July 1,2006, and who terminated 

4.17 service before May 15,2010, with a deferral period commencing after June 30. 1971. 

4.18 the annuity must be augmented as follows: 

4.19 (1) five percent interest compoundedannuaily until January 1. 1981; 

4.20 (2) three percent interest compounded annuarly after that date to the effective date 

4.21 of retirement. 

4.22 (c) For persons who became members before July 1. 2006, and who terminate 

4.23 service after May 14, 20 I 0, the annuity 'must be augmented as follows: 

4.24 (1) three percent interest compoUnded annuitIly to the effective date of retirement or 

4.25 until December 31, 20 I L whichever is ear-iier; and 

4.26 (2) two percent interest compounded annually after December 31. 2011, to the 

4.27 effective date of retirement. 

4.28 Cd) For persons who became members after June 30. 2006, and who terminated 

4.29 service before May 15,2010. the interest rate used to augment the deferred annuity is 2.5 

4.30 percent interest compounded annually to the effective date of retirement. 

4.31 (e) For persons who become members after June 30, 2006. and who terminate 

4.32 service after May 14, 20 I 0, the interestnite used to augment the deferred annuity is 2.5 

4.33 percent interest compounded annually untIl December 31. 20 II, or until the effective date 

4.34 of retirement, whichever is earlier. and tWo percent interest compounded annually after 

4.35 December 31, 2011, to the effective date of retirement. 
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5.1 EFFECTIVE DATE. This section is effective retroactively from December 31, 

5.2 2011. 

5.3 Sec. 4. Minnesota Statutes 2010, section 353.71, subdivision 2, is amended to read: 

5.4 Subd. 2. Deferred annuity computation; augmentation. (a) The deferred 

5.5 annuity accruing under subdivision 1, or under sections 353.34, subdivision 3, and 

5.6 353.68, subdivision 4, must be compute? on the basis of allowable service prior to the 

5.7 termination of public service and augmented as provided in this subdivision. The required 

5.8 reserves applicable to a deferred annuity, or to any deferred segment of an annuity must 

5.9 be determined as of the first day of the month following the month in which the former 

5.10 member ceased to be a public employee, or July 1, 1971, whichever is later. 

5.11 (b) Fer a per sen llilt) beeame a pttl;,i~e .emple~ee befote Jtlly 1,2006, IIhese perted 

5.12 efdefel1al began after Jmle 30, 1971; and lihe terminated pttblie empleymellt befote 

5.13 Jantlllry 1,2012, the leqtlired lesel ves eft1i:e defel1ed IImltltty nltlst be attgnlented at the 

5.14 foHolviIIg applieable late 01 lates. 

5.15 (1) five peleellt lIl111tlal eOlnpMnd intelest Wltil JanClIIry 1,1981, 

5.16 (2) three pereerlt annClal eempetlIldintelest after JIIlIClIllY 1, 1981, el Cllitil the 

5.17 ellllie! efDeeelnber 31,2011, et after the date efthe tennirlatien efpttblie serviee el the 

5.18 tenninatien efmernbership, Ilhiehe9er is later, Wltil mlClIll) 1 efthe yelll foHe"iIIg the 

5.19 yelll iII "hielt the founer membel attaiIIs age 55, 

5.20 (3) five pereertt lIIlIltlal eempeund iIIterest fiem JanClllIY 1 efthe yelll foHe9Ving t!re 

5.21 yelll iII whieh the former member attairts Itge 55;er ttttt:il Deeember 31,2011, Iv1tiehever 

5.22 is eat1iel, and 

5.23 (4) ene pereent amltlal eentpeCllIii iIItetest frem JIIIlCllllj 1, 2012. 

5.24 (e) Fet a per sen "he became a pttblie ernpleyee after JClIle 30, 2006, and IJIhe 

5.25 termmated pttblie enrpleymertt before JartClfuY 1,2012, t!re reqClited resel ves ef the 

5.26 deferred annctity mttst be angmerrted at 2.5 pereent annttal eompeCllld intelest Hem t!le date 

5.27 oftermination ofpttblie serviee 01 'teJmillatien efmernbelship, whiehever is elllliel, Wltil 

5.28 Deeember 31, 2011, and ene pereent annn'itl'eompettIld interest aftel Deeember 31,20 ll. 

5.29 (b) For persons who became memb~rsbef0re July 1,2006, and who terminated 

5.30 service before May 15,2010, with a deferral period commencing after June 30, 1971. 

5.31 the annuity must be augmented as follows: 

5.32 (1) five percent interest compounded annually until January 1. 1981; 

5.33 (2) three percent interest compounded annually from January 1, 1981, until January 

5.34 1 of the year following the year in which the deterred annuitant attains age 55; and 
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6.1 (3) five percent interest compounded annually from the date established in clause (2) 
~". 

6.2 to the effective date of retirement. ~ ',". 

6.3 (c) For persons who became members before July 1,2006, and who terminate service 

6.4 after May 14,2010, and before January L 2012, the annuity must be augmented as follows: 

6.5 (I) three percent interest compounded annually to January 1 of the year following 

6.6 the year in which the deferred annuitant attains age 55; 

6.7 (2) five percent interest compounded-annually from the date established in clause (1) 

6.8 to the effective date of retirement or until December 31, 2011, whichever is earlier; and 

6.9 (3) one percent interest compounded annually after December 31, 2011, to the 

6.10 effective date of retirement. 

6.11 (d) For persons who became members after June 30, 2006, and who terminated 

6.12 service before May 15, 2010, the interest rate used to augment the deferred annuity is 2.5 

6.13 percent interest compounded annually to the effective date of retirement. 

6.14 (e) For persons who become memMrs after June 30, 2006, and who terminate 

6.15 service after May 14,2010, and before January 1, 2012, the interest rate used to augment 

6.16 the deferred annuity is 2.5 percent interest' compounded annually until December 31, 

6.17 2011, or until the effective date of retirement, whichever is earlier, and one percent interest 

6.18 compounded annually after December 31-, 2in1, to the effective date of retirement. 

6.19 fd7 .ill..For a person who terrninateS"publicemployment after December 31,2011, the 

6.20 required reserves of the deferred annuity must rtot be augmented. 

6.21 fe7 oo..If a person has more than one period of uninterrupted service, the required 

6.22 reserves related to each period must be augmented as specified in this paragraph. The sum 

6.23 of the augmented required reserves is the present value of the annuity. Uninterrupted 

6.24 service for the purpose of this subdivision-means periods of covered employment during 

6.25 which the employee has not been separated from public service for more than two years. 

6.26 If a person repays a refund, the restored service must be considered as continuous with the 

6.27 next period of service for which the employee has credit with this association. This section 

6.28 must not reduce the annuity otherwise payable under this chapter. This paragraph applies 

6.29 to individuals who become deferred annuitants on or after July 1, 1971. For a member 

6.30 who became a deferred annuitant before July 1,1971, the paragraph applies from July 1, 
. ' 

6.31 1971, if the former active member applies for an annuity after July 1, 1973. 

6.32 ffl Dll The retirement annuity or disability benefit of, or the survivor benefit payable 

6.33 on behalf of, a former member who terminated service before July 1, 1997, or the 

6.34 survivor benefit payable on behalf of a basic or police and fire member who was receiving 

6.35 disability benefits before July 1, 1997, which is first payable after June 30, 1997, must 

6.36 be increased on an actuarial equivalent basi~ to reflect the change in the postretirement 

.~ 
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interest rate actuarial assumption under section 356.215, subdivision 8, from five percent 

to six percent under a calculation procedur~ and tables adopted by the board and approved 

by the actuary retained under section 356.214. 

EFFECTIVE DATE. This section is effective retroactively from December 31. 

2011." 

Page 3, after line 18, insert: 

"Sec. 6. Minnesota Statutes 2011 Supplement, section 354A.37, subdivision 2, is 

amended to read: 

Subd. 2. Eligibility for deferred;retirenient annuity. (a) Any coordinated 

member who ceases to render teaching services for the school district in which the 

teachers retirement fund association is located, with sufficient allowable service credit , ,,,' 

to meet the minimum service requiremellts specified in section 3 54A.31, subdivision 1, 

shall be entitled to a deferred retiremenrannuity in lieu of a refund under subdivision 

I. The deferred retirement annuity must be computed under section 354A.31 and shall 

be augmented as provided in this subdivision. The deferred annuity commences upon 

application after the person on deferred status attains at least the minimum age specified in 

section 354A.31, subdivision I. 

(b) The monthly annuity amount that had accrued when the member ceased to 

render teaching service must be augmented, as further specified in this subdivision, from 

the first day of the month following ~e month. during which the member ceased to render 

teaching service to the effective date of retirement. There is no augmentation if this period 

is less than three months. 

(c) For purposes of this subdiVIsion? "transition date" means May 15,2010, for 

the D~luth Teachers Retirement Fund Association, and July 20, 2011, for the St. Paul 

Teach@rs Retirement Fund Association. 

(d) If the person became a memba. before July 1,2006, and terminated service 

before the transition date, the rate of augirientation is three percent compounded annually 

until January I of the year following the year in which the former member attains age 55, 

and five percent compounded annually aftefthat date to 3td, 1,2012, /tIld two pereent 

e01'l:tpottnded atmttttil) lifter thllt dllte to the effective date of retirement 

ill If the enrplo) ee person became /til emplo) ee a member before July I, 2006, and 

'Itt terminates on or after the transition date:the annuity must be augmented as follows: 

(1) three percent interest compounaed annually to January I of the year following 

the year in which the deferred annuitant attains age 55; 
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8.1 (2) five percent interest compounded annually from the date established in clause (1) 

8.2 to the effective date of retirement or until June 30. 2012. whichever is earlier: and 

8.3 (3) two percent interest compounded annually after June 30. 2012. to the effective 

8.4 date of retirement. 

8.5 (f) If the person became a member after June 30. 2006. and terminated service 

8.6 before the transition date, the rate of augmentation is 2.5 percent interest compounded 

8.7 annually to the effective date of retirement. 

8.8 (g) If the person became a member after June 30. 2006. and terminates service on or 

8.9 after the transition date. the rate of augmentation is 2.5 percent compounded annually to 

8.10 July 1,2012, or until the effective date o:fretirement. whichever is earlier, and two percent 

8.11 compounded annually after that date to the·effective date of retirement if the etnployee 

8.12 beem1'J:e /1:11 e:t1'J:ployee aEtet Jtme 30, 2006. 

8.13 ihl If a person has more than one period of uninterrupted service, a separate average 

8.14 salary determined under section 354A.3l 'must be used for each period, and the monthly 

8.15 annuity amount related to each period must be augmented as provided in this subdivision. 

8.16 A period of uninterrupted service for the purpose of this subdivision means a period of 

8.17 covered teaching service during which the member has not been separated from active 

8.18 service for more than one fiscal year. The sum of the augmented monthly annuity amounts 

8.19 determines the total deferred annuity 'Payable. 

8.20 .ill If a person repays a refund, the' service restored by the repayment must be 

8.21 considered as continuous with the next period of service for which the person has credit 

8.22 with the fund. If a person does not rende~ teaching services in anyone fiscal year or more 

8.23 consecutive fiscal years and then resuines~ teaching service, the formula percentages used 

8.24 from the date of resumption of teaching service are those applicable to new members. 

8.25 ill. The mortality table and interest assumption used to compute the annuity are the 

8.26 table established by the fund to compute other annuities, and the interest assumption under 

8.27 section 356.215 in effect when the member retires. A petiod oftm±trtettt:tpteel Set viee fOI 

8.28 the pmpose oft:bi:s sttbdivisioll n1eans a petiod ofeoveteel teaehing get ,iee daIing, whieh 

8.29 the tnembet has not been sepmated flomiteti,e sel dee fOt mOle 1:11/1:11 one fiseal yem. 

8.30 fe7,{kLThe augmentation provided by this subdivision also applies to the benefit 

8.31 provided in section 354A.35, subdivision 2. 

8.32 ill..The augmentation provided by this subdivision does not apply to any period in 

8.33 which a person is on an approved leave ofabsence from an employer unit. 

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

8.35 Sec. 7. BYLAW AUTHORIZATION .. ., . 
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9.1 (a) Consistent with the requirements of Minnesota Statutes, section 354A.12, 

9.2 subdivision 4, the board of the Duluth Teachers Retirement Fund Association is authorized 

9.3 to revise the bylaws and articles of incorporation, so that the changes in deferred annuity 

9.4 augmentation under Minnesota Statutes, section 354A.37, subdivision 2, also apply to the 
, '. '. 

9.5 old law plan. 

9.6 (b) Consistent with the requirements of Minnesota Statutes, section 354A.l2, 

9.7 subdivision 4, the board of the St. Paul Teachers Retirement Fund Association is 

9.8 authorized to revise the bylaws and arti6lesof incorporation so that the changes in 

9.9 deferred annuity augmentation under Minnesota Statutes, section 354A.37, subdivision 

9.10 2, also apply to the basic plan. 

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

9.12 Renumber the sections in sequence and correct the internal references 

9.13 Amend the title accordingly 
,. 

,r, • 

" . 

',' 

. ' 
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This Document can be made available 
in alternative fonnats upon request State of ,Minnesota 

HOUSE OF REPRESENTATIVES 
EIGHTY-SEVENTH SESSION H. F. No. 2411 

02120/2012 Authored by Lanning 
The bill was read for the first time and referred to the Committee on Government Operations and Elections 

,eO 

1.1 A bill for an act 
1.2 relating to retirement; Teachers Retirement Association; revising deferred 
1.3 annuity augmentation rates for certain deferred annuitants; amending Minnesota 
1.4 Statutes 2010, section 354.55, subdivision 11. 

1.5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF .l\1INNESOTA: 

1.6 Section 1. Minnesota Statutes 2010, section 354.55, subdivision 11, is amended to read: 

1.7 Subd. 11. Deferred annuity; augmentation. (a) Any person covered under section 

1.8 354.44, subdivision 6, who ceases to render teaching service, may leave the person's 

1.9 accumulated deductions in the fund for the purpose of receiving a deferred annuity 

1.1 0 at retirement. 

1.11 (b) The amount of the deferred retirement annuity is determined by section 354.44, 

1.12 subdivision 6, and augmented as provided in this subdivision. The required reserves for 

1.13 the annuity which had accrued when the member ceased to render teaching service must 

1.14 be aU&IDented, as further specified in this subdivision, by the applicable interest rare rates 

1.15 compounded annually from the first day of the month following the month during which 

1.16 the member ceased to render teaching service to the effective date of retirement. 

1.17 (c) No augmentation is not creditable if the deferral period is less than three months 

1.18 or if deferral commenced before July 1, 1971. 

1.19 (d) For persons who became eoveted emp!oyee~ members before July 1,2006, and 

1.20 who terminated service before May 15,2010, with a deferral period commencing after 

1.21 June 30,1971, the annuity must be augmented as follows: 

1.22 (1) five percent interest compounded annually until January 1, 1981; 

1.23 (2) three percent interest compounded annually from January 1, 1981, until January 

1.24 1 of the year following the year in which the deferred annuitant attains age 55; and 
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(3) five percent interest compounded annually from the date established in clause (2) 

to the effective date of retirement.:, 

(e) For persons who became members before July L 2006. and who terminate 

service after May 14.2010. the annuity must be augmented as follows: 

(1) three percent interest compounded annually to January 1 of the year following 

the year in which the deferred annuitant attains age 55; 

(2) five percent interest compounded annually from the date established in clause (1) 

to the effective date of retirement or until June 30, 2012, whichever is earlier; and 

ft7 Qltwo percent interest compounded annually after June 30, 2012. to the 

effective date of retirement. 

(f) For persons who became members after June 30. 2006. and who terminated 

service before May 15.2010. the interest rate used to augment the deferred annuity is 2.5 

percent interest compounded annually to the effective date of retirement. 

fe7 {gLFor persons who become covered employees after June 30,2006, and who 

terminate service after May 14.2010, the interest rate used to augment the deferred 

annuity is 2.5 percent interest compounded annually until June 30, 2012, or until the 

effective date of retirement, whichever is earlier, and two percent interest compounded 

annually after June 30, 2012. to the effective date of retirement. 

fI7 ilil..lf a person has more than one period of uninterrupted service, a separate 

average salary determined under section 354.44,. subdivision 6, must be used for each 

perioq and the required reserves related to each period must be augmented as specified in 

this sqbdivision. The sum of the augmented required reserves is the present value of the 

annuity. For the purposes of this subdivision, "period of uninterrupted service" means a 

perioq of covered teaching service dVring which' the member has not been separated from 

active service for more than one fiscal year. 

+$; .ill)f a person repays a refund, the service restored by the repayment must 

be conpidered as continuous with the next period of service for which the person has 

allowable service credit in the Teachers Retirement Association. 

W ill)f a person does not render teaching service in anyone fiscal year or more 

consecutive fiscal years and then resumes teaching service, the formula percentages used 

from the date of the resumption of teaching service must be those applicable to new 

members. 

ffllhl.. The mortality table and interest rate actuarial assumption used to compute 

the annuity must be the applicable mortality table established by the board under section 

354.07, subdivision 1, and the interest rate actuarial assumption under section 356.215 in 

effect when the member retires. 
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3.1 @ .illJn no case may the annuity payable under this subdivision be less than the 

3.2 amount of annuity payable under section 354.44, subdivision 6. 

3.3 W.cml.The requirements and provisions for retirement before normal retirement 

3.4 age contained in section 354.44, subdivision 6, also apply to an employee fulfilling the 

3.5 requirements with a combination of service as provided in section 354.60. 

3.6 W fu.L The augmentation provided by this subdivision applies to the benefit provided 

3.7 in section 354.46, subdivision 2. 

3.8 tm7 0l.The augmentation provided by this subdivision does not apply to any period 

3.9 in which a person is on an approved leave of absence from an employer unit covered 

3.10 by the provisions of this chapter. 

3.11 W fulThe retirement annuity or disability benefit of, or the survivor benefit payable 

3.12 on behalf of, a former teacher who terminated service before July 1, 1997, which is not 

3.13 first payable until after June 30, 1997, must be increased on an actuarial equivalent basis 

3.14 to reflect the change in the postretirement interest rate actuarial assumption under section 

3.15 356.215, subdivision 8, from five percent to six percent under a calculation procedure and 

3.16 tables adopted by the board as recommended by an approved actuary and approved by the 

3.17 actuary retained under section 356.214. 

3.18 EFFECTIVE DATE. This section is effective the day foHowing final enactment. 
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