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S.F. 1601 H.F. 1793
(Olson, M.) (Nelson)

Executive Summary of Commission Staff Materials

Pension Plan(s): Teachers Retirement Association

Relevant Provisions of Law: Minnesota Statutes, 354.06, Subdivision 1

General Nature of Proposal Adds an additional retiree position to the TRA Board of Trustees
Date of Summary:. October 9, 2009

Specific Proposed Changes

e Expands the TRA Board of Trustees from eight to nine members by the addition of a second
retiree board member.

Policy Issues Raised by the Proposed Legislation

1. Question of whether pension boards are needed, and whether these state wide plan
administrations should be eliminated and the function move to a state department.

Justification for the different board structures currently found among retirement plans.

Implications of adding additional seat rather than replacing an existing active member seat.

Sl S

Adding seat will increase influence of retirees on TRA Board positions.
5. Adding additional retiree seat will encourage similar requests by other interest groups.

6. Question of whether bill is supported by TRA and unions.

Potential Amendments

S1601-1A is a technical amendment revises the new retiree board position term to begin on
July 1, 2010, rather than July 1, 2009, and revises the initial term to be one year
rather than two years.

S1601-2A, an alternative to Amendment S1601-1A, is a delete-everything amendment that adds
a retiree position while decreasing the active member positions by one. The revision
would occur on July 1, 2011, coinciding with the end of the term of one of the
existing active member board positions.
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State Of Miﬂﬂ@SOta \ LEGISLATIVE COMMISSION ON PENSIONS AND RETIREMENT

TO: Members of the Legislative Commission on Pensions and Retirement
FROM: Ed Burek, Deputy Director_ﬂ%
RE: S.F. 1601 (Olson, M.); H.F. 1793 (Nelson): TRA; Adding a Second Elected Retiree

Position to the Board of Trustees

DATE: July 22, 2009

Summary of S.F. 1601 (Olson. M.): HF. 1793 (Nelson

S.F. 1601 (Olson, M.); H.F. 1793 (Nelson) amends the Teachers Retirement Fund Association (TRA)
board provision (Minnesota Statutes, Section 354.06, Subdivision 1) by expanding the board from eight to
nine trustees through the addition of an additional elected retiree position. The initial election for the new
retiree position will be for a two-year term commencing on July 1, 2009, and ending June 30, 2011.
Thereafter, the term is for four years.

TRA Board Membership

Under current law, TRA has eight board members, five that are elected and three that are appointed. The
elected members consist of four teachers as defined in TRA law who are elected by the active plan
members and one retiree elected by the plan retirees and survivors. The three appointed members are the
Commissioner of Finance, the Commissioner of Education, and a representative of the Minnesota School
Boards Association. The five elected members presumably will ensure that the active members of the
plan and the retirees are well represented, while the three appointed members provide input reflecting
financing and broad social policy. The Minnesota School Boards Association and the Commissioner of
Finance reflect the state’s financial interest in funding public education throughout the state and funding
the pension plans of teachers. The Commissioner of Education represents the state’s interest in education
policy in general.

The elections for the various elected members are staggered, so not all elected member seats are up for
election at the same time. The elections are for four-year terms. For the active member seats, two are
elected in an odd year, and the other two are elected in the next odd year. The retiree seat is up for
election every other odd year.

All board members, both elected and appointed, serve in a fiduciary capacity.

TRA Board Powers and Responsibilities

The TRA board is responsible for electing the board president and hiring the TRA executive director. The
board, with executive director’s assistance, hires and retains other administrative staff for the fund and
retains other services as needed or as required by law.

The TRA board approves the TRA budget, which is then funded out of the body of the TRA fund or the
incoming contribution stream, with the remainder being certified to SBI for investment. The board
establishes bylaws to govern the plan and the organization consistent with state law, and amends these
bylaws as needed over time.

As plan fiduciaries, the board is responsible for all aspects of the plan, including authorizing proper
expenses, ensuring that TRA properly determines eligibility for membership, receiving the contributions
required by law, properly determining and computing benefits, and maintaining membership and financial
records.

In practice, the TRA executive director and staff make the benefit determination decisions, but through an
appeal process, some cases are brought before the board. Sometimes these appeals deal with benefit
amount determinations. For example, the Executive Director and his staff may conclude that various
payments provided to a retiring member do not meet TRA’s salary definition and thus should not be
included in the high-five average salary used to compute the annuity. These determinations might then be
appealed to the board. The most typical appeals are disability benefit claims. The executive director may
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deny a disability claim due to a conclusion that the individual does not meet TRA’s disability definition.
The individual could then appeal the executive director’s determination to the TRA board.

In addition to TRA’s administrative staff of approximately 90 employees, TRA retains an actuarial
services firm, currently Mercer Consulting. TRA is audited by the Office of the Legislative Auditor.
Legal counsel of provided by the Office of the Attorney General. The plan’s medical advisor, for
purposes of advising the Executive Director and the Board on disability applications and disability benefit
renewals, is the Minnesota Department of Health. By law, all TRA financial assets are invested by the
State Board if Investment (SBI).

TRA: Retirees as a Percentage of Active Membership

Table 1 shows for recent years, 1998 through 2008, the relationship between TRA’s active members and
its retirees, with retirees defined as service retirements plus survivor annuitants. In 1998 TRA had 68,247
active members and 26,774 retirees. Alternatively, for every 100 active members there were 39 retirees.
The ratio of retirees to active members has been increasing. In 2008, for every 100 active members there
are 61 retirees. Looking at the last few years, the ratio of retirees to active members increased noticeably
in 2006 to 56 percent, up from 51 percent a year earlier. In 2007, the ratio increased to 59 percent, and for
2008 the ratio is 61 percent. Throughout this period, there was one retired board member representative
while there were four active member representatives.

Table 1
TRA Membership Data
Current Law:
Active Retirees = Active  Retiree Board Members +

Date Members Retirees' Members Active Board Members
1998 68,247 26,774 39% 25%

1999 68,613 29,273 43 25

2000 70,508 31,437 45 25

2001 71,097 33,239 47 25

2002 71,690 34,423 48 25

2003 71,916 35,641 50 25

2004 72,008 37,060 51 25

2005 74,552 38,376 51 25

2006 79,164 44,053 56 25

2007 77,694 43902 59 25

2008 76,515 46,340 61 25

' Retirees defined as service annuitants plus survivors.
Sources: TRA 2007 Comprehensive Financial Report (6/30/2007), pp. 71, 78;
TRA 2008 Actuarial Valuation Report, p. 2.

In interpreting the table, it should be noted that the 2006 through 2008 information is impacted by the

" merger of the Minneapolis Teachers Retirement Fund Association (MTRFA) into TRA. The MTRFA had
a much higher percentage of retired teachers relative to active teachers than is true the remainder of TRA’s
general coverage group. The MTRFA actuarial report for 2005, the year prior to the merger, indicates the
ratio of MTRF A retirees to MTRFA active members was 0.8, or 80 percent, while Table 1 indicates that
for TRA in 2005, the ratio of retirees to actives was only 51 percent. Thus, some of the considerable
increase in the TRA 2006 through 2008 retiree/active member ratio is due to this merger. The very high
proportion of retirees to active members in Minneapolis schools may not hold in the more distant future.
The large number of retirees from that school system is in part due to the MTRFA basic member program,
which included generous crediting of service and various early retirement provisions. With most current
Minneapolis teachers under the TRA coordinated plan, retirements may be delayed to later ages.

An additional problem is that the 2006 and 2007 active member totals as stated in the table are not fully
reliable. The 2006 and 2007 TRA actuarial reports warn that the active member totals for those two years
reflect some double counting of Minneapolis teachers. Some active Minneapolis teachers were counted as
active members when they were transferred to TRA, and they were counted again as TRA records were
created for their continuing employment. This appears to have been rectified by the 2008 actuarial
valuation.

Mirnesota Post Retirement Investment Fund Dissolution

Legislation was enacted in 2008 (Laws 2008, Ch. 349, Art. 1) requiring the Minnesota Post Retirement
Investment Fund (Post Fund) to be dissolved if the funding ratio fell below 80 percent in any one year or
below 85 percent in two consecutive years. The Post Fund funding ratio recently did fall below 80

$1601-H1793 Memo Page 2



percent, and the Post Fund was dissolved and Post Fund provisions in law were repealed. The retiree
assets were transferred back to the applicable Minnesota State Retirement System (MSRS), Public
Employees Retirement Association (PERA), or TRA plan and merged with the plan’s active member
assets. Benefit recipients are to receive an annual 2.5 percent increase in lieu of any other increase
specified in the now repealed Post Fund laws.

Regarding the board membership issue, it is unclear how retirees will react to the Post Fund dissolution.
With retiree assets now merged with active member assets and with procedures in place for properly
funding TRA and other state-level pension plans, retirees have greater security and may feel less need for
increased board membership. On the other hand, recent events caused a significant change, and retirees
may feel more in need of an increased voice to ensure their interests are well represented.

Discussion and Analvsis

S.F. 1601 (Olson, M.); H.F. 1793 (Nelson) expands the TRA board from eight to nine trustees through the
addition of an additional elected retiree position, with an initial two-year term from July 1, 2009, to June
30, 2011, and four-year terms thereafter.

In current law, TRA elected board positions are for four-year terms, with half of the board positions up for
election every two years, which ensures some continuity. The next election for the existing TRA retiree
board member position will be for the four-year term from July 1, 2009, to June 30, 2013. To avoid
having the existing retiree board member term and the proposed new retiree position term coincide,
section 2 of the bill includes a transition provision causing the initial term for the new position be for two
years, from July 1, 2009, to June 30, 2011, with a four-year term thereafter.

Policy issues raised by the bill include:

1. Need for More General Study of Public Pension Plan Governance. While the ratio of TRA retirees to
active members might seem to justify adding another retiree to the TRA Board, the Commission might
wish to consider that the primary charge to the board is to ensure that the plan is operated according to
law. A similar charge is given to every commissioner or agency head in state government, and for the
most part these departments and agencies operate without any board. Thus a more fundamental
question is whether any of our retirement systems need a board, or any active or retired member
representation. As part of this discussion, the Commission may wish to discuss merging retirement
systems and shifting the duties presently performed by these retirement system administrations into a
single state retirement department.

>

Differences in Board Structure Between Plans. The boards of the various retirement systems all
perform very similar functions, yet the structure and size of these boards differ. An issue is whether
these differences can be justified. If not, the Commission may wish to consider creating more
uniformity between the various pension systems. Attachment A describes the structure and
responsibilities of the boards of MSRS, PERA, TRA, the remaining first class city teacher plans, and
the Minneapolis Employees Retirement Fund (MERF). The size of these boards range from seven for
MEREF, to eleven for MSRS and PERA. The size of the teacher plan boards ranges from eight to ten,
with the smaller teacher plans having larger boards than TRA. The Duluth Teachers Retirement Fund
Association (DTRFA), the St. Paul Teachers Retirement Fund Association (SPTRFA), and MERF, all
of which receive direct state aid, have no state appointed members.

3. Implications of Adding an Additional Member to TRA Board versus Replacing an Existing Seat. The
issue is whether a new seat should be added, as proposed in this bill, rather than replacing an existing
active member seat. Replacing an existing active member seat with a seat reserved for a retiree may
bring active members (and unions) into direct conflict with retirees. Instead, the bill would add a new
seat, which may somewhat lessen that potential conflict. However, this creates another conflict by
altering the mix of elected seats compared to appointed seats. The elected seats will have a bias
toward the interest of employee groups (active employees and retired employees). In contrast, the
appointed seats (the Commissioner of Finance, Commissioner of Education, and Minnesota School
Board Association member) represent the interests of the general public, the taxpayers. Adding
another elected member seat would mean that the appointed seats would represent 33% of the seats on
TRA’s board, rather than the current 37%.

An argument for not reducing the percentage of the board seats devoted to the appointed members is
that the taxpayers bear the risk for this pension fund. Taxpayers pay the salaries of teachers and they
make employer contributions to this fund which are at least the same as the employees, and often
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greater. Whenever pension funds have unfunded liabilities, it is generally the employer who makes
the additional contribution needed to amortize that unfunded liability. In contrast, active plan
members and retirees are protected by law. Benefits promised to retirees and employees are specified
in law and must be paid. Only in extraordinary circumstances have the courts permitted benefits to be
reduced.

Given the responsibility and risk borne by the taxpayer and the protections provided to active
members and particularly to retirees, one could contend that the percentage of state representation on
this board should be increased, rather than be allowed to erode by adding another employee
representative.

4. Tnterests of the Retirees Impacting Board Positions. The Commission may choose to consider that
adding another retired member to TRA’s board will change, to an extent, the interests and priorities of
the TRA board and the legislative initiatives which the board may propose and support.

5. Encouragement of Additional Requests. The Commission may wish to consider that expanding the
TRA board to include an additional retiree may encourage other groups to seek representation, and
may undermine the Legislature’s ability to deny such requests. In 2005, the Commission considered
S.F. 648 (Betzold, by request); H.F. 1374 (Erickson), which would have added a seat to TRA’s Board
reserved for a person licensed by the Minnesota Board of School Administrators. The Commission
heard the bill but did not recommend the bill to pass. If the current proposal is enacted, particularly if
it leads to further additions of positions reserved for school administrators or other groups, the
representation of the general taxpayer may be considerably eroded.

6. TRA and Union Position. The issue is whether TRA supports the proposed change and whether there
is union support.

Potential Amendments for Commission Consideration

$1601-1A is a technical amendment revising the transition section of the bill. The bill was drafted
assuming passage in the 2009, which did not occur. The amendment revises the language to have the first
term of the new retiree position start on July 1, 2010, rather than July 1, 2009, and makes that initial term
a one-year rather than two-year term.

S1601-2A, a delete-everything amendment and an alternative to Amendment S1601-1A, adds a retiree
position but decreases the active member positions by one, leaving the total number of elected positions at
five. The board composition revision would occur on July 1, 2011, coinciding with the end of the term of
one of the current active member positions.
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Attachment A

Minnesota Public Pension Plans
Board Structure and Responsibilities

Membership

MSRS 11 board members. [352.03, Subd. 1]

PERA 11 board members. [353.03, Subd. 1]

TRA 8 board members. [354.06, Subd. 1]

DTRFA 9 board members. [Article V]

SPTRFA 10 board members. [Articles, Art. V; Bylaws Art. [Il, Sec. 1]
MERF 7 hoard members. [422A.02)

Active Member Representation

MSRS
PERA

TRA
DTRFA
SPTRFA
MERF

4 state employees elected by state employees covered by the system. [352.03, Subd. 1]

4 active members, elected by active and retired membership of the various plans administered by the asscciation, of which one
must be a police and fire pian member. [353.03, Subd. 1]

4 teachers elected by the active plan membership. [354.06, Subd. 1]

5 active members of the agsociation elected by and from the active plan membership. [Article V]

9 SPTRFA members elected by the SPTRFA membership. [Articles, Art. V; Bylaws Art. [ll, Sec. 1]

Up to three legally qualified voters, sefected by the active membets who may form an association for that purpose. [422A.02]

Ex Officio Representation

MSRS

PERA

TRA

DTRFA

SPTRFA
MERF

3 governor appointees, one a constitutional officer, two public members knowledgeable in pension matters. [352.03, Subd. 1]
The state auditor or the auditor’s designee and five govemnor appointees, of which one represents scheol boards, one represents
cities, one represents counties, one is & PERA annuitant, and one is a public member who is knowledgeable in pension matters.
[353.03, Sukd, 1]

3 members; the commissioner of finance; the commissioner of children, families and learning; and a representative of the
Minnesota School Boards Association. [354.08, Subd. 1]

One member of ISD Ne. 709 appointed by the school board chair and the superintendent of 1SD No. 709 or the designee of the
superintendent. [Article V)

Chair of 1SD Ne. 625 (St. Paul) or another schocl board member appointed by the IS0 No. 625 board. [Articles, Art. V)

2 members, the mayor or mayor’s designee, and ¢ity council member, selected by the council, [422A.02]

Retiree Representation

MSRS
PERA
TRA
DTRFA
SPTRFA
MERF

1, elected by system disabled and retired members. {352.03, Subd. 1]

1, elected by the active and retired membership of the various plans. [353.08, Subd. 1]

1, elected by the retirees of the plan. [354.08, Subd. 1]

2, elected by the retirees of the plan. [Article V]

No specific provision.

At least 2 legally quaiified voters, also selected by the Minneapolis Employees Retirement Association. [422A.02]

QOther Appointed Representation

MSRS
PERA
TRA
DTRFA
SPTRFA
MERF

1, appointed by the Metro Council Transit Operation employee union. [352.03, Subd. 1]
None.
None.
None.
None.
None.

Qther Elected Representation

MSRS
PERA
TRA
DTRFA
SPTRFA
MERF

2, with 1 elected by the State Patrol Plan membership and 1 efected by the Correctional Plan membership. [352.03, Subd. 1]
Nane.
Nere.
None.
None.
None.

Exclusions and Restrictions

MSRS
PERA
TRA

DTRFA

MSRS employees and state employeas on leave of absence are excluded. [352.03, Subd. 1]
For elacted board positions, non-public /non-PERA members are excluded. [353.03, Subd. 1]

Elected trustees must be members in good standing at time of election. Teacher unicn employees who are members are
excluded from board service. {354.06, Subd. 1, and 354.41, Subd. 7]

Elected active member trustees must be contributing members of the association and cessation of that active membership
automatically terminates board membership, except that upon retirement, the trustee may continue board service until the next
annuai association meeting. The trustee representing the school board must be a member of the board of ISD No. 709 and
cessation of service on the school board automatically terminates DTRFA board membership. A frustee representing the active
membership who takes a leave of absence from ISD No. 709 employment for more than 60 days for any reason will have the
person's position on the board declared vacant. [Article V]
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Attachment A
Exclusions and Restrictions

SPTRFA  No specific provision.

MERF For elected board positions, the persen must be & legally qualified voter. No board member may participate in any deliberation
or vote on a matter for which the person has a direct measurable personal gain interest. [422A.02; 422A, Subd. 2b)

Term, Duration, and Frequency

MSRS 4 years and until successor qualifies, staggered for the four elected board members. [352.03, Subd. 1]

PERA To January 31 of fourth year of service and, for elected board members, until the successor qualifies. [353.03, Subd. 1]

TRA Four years; staggered for the elected board members, [354.06, Subd. 1]

DTRFA The term of the board representative is three years and until the successor qualifies. The term of the active or retired
membership trustees is two years or three years, staggered and until the successor qualifies. The term of the school board

representative commences on the first regular DTRFA board meeting held after the person’s appointment. The term of active or
retired member representatives commences on November 15 ¢f the year of the election. [Article V; and Bylaws 1]

SPTRFA  3-year ferms, staggered, for elected board members. Elected board members are divided into three classes of three trustees
each, with an election of a class each year at the annual meeting. [Bylaws Art. 1], Sec. 1]

MERF 3years, to January 1, staggered, and until the successor is duly elected. [422A.02]

Conduct of Election
MSRS In a manner fixed by the board. [352.03, Subd. 1]
PERA Board position filings Cctober 1-7, annually; petition must be signed by a minimum of 25 PERA members, withdrawal until

October 15; candidate statement corresponding 1o Secretary of State approved board requirements mailed by PERA to the
membership; candidates with $100 in contributions or expenditures required to file within 30 days after the election with the
Campaign Finance and Disclosure Board; vote may be cast for only one candidate; no incumbency designation permitted;
ballots and voting must ensure secrecy; Secretary of State must supervise the election. [353.03, Subd. 1]

TRA Board position filings with minimum of ten plan member sighatures; election must be compieted by June 1 of each odd-
numbered year. [354.06, Subd. 1]

DTRFA Board members who are representatives of the membership must be elected at the annual membership meeting, to be held on
the last Monday in October at 4:00 p.m. jArticle V]

SPTRFA  Candidates for election to the board are required to be nominated by at least ten members of the association on a form
prescribed by the board and available from the association office. The form is required to be filed with association office by
December 1 prior to the election date. Nominations of candidates for the board also are permitted from the floor at the annual
megting, where the election is held by ballot. [Bylaws Art. IV]

MERF Election by the Minneapolis Employees Retirement Association must be conducted in the first week of December annually.
[422A.02]

Compensation

MSRS As provided in Section 15.0575. [352.03, Subd. 1a]

PERA No compensation for board service, but reimbursement of board member from PERA fund required for actual and necessary

expenses. Public employee board members are not permitted to suffer loss of regular compensation as a result of board
service. [353.03, Subd. 2]
TRA No compensation for board members, but reimbursement of board members from TRA fund for necessary expenses related to
board duties and reimbursement of the employer for a substitute teacher hired to cover the absence of the board member.
Board members are not permitted to suffer loss of regular compensation as a result of board service. [354.06, Subd. 4]
DTRFA Board of trustee members are required to render their services without compensation, except for the treasurer, who shall be
compensated as the board determines. [Articles, Art. V; Bylaws IV]

SPTRFA  The secretary and the treasurer are to be paid & salary in an amount to be set by the trustees. Other members of the board are
not permitted to receive any compensation for their board services, but are entitled to receive reimbursement for expenses that
are reasonably and necessarily paid or incurred in the performance of their duties. [Bylaws Article V, Section 7]

MERF No compensation for board members, but reimbursement for necessary expenditures. Board members who are city employees
are not permitted to suffer a loss of salary or wages for board service. [422A.04, Subd. 1]

Indemnification of Board Members

MSRS No specific provision.
PERA No specific provision.
TRA No specific provision.
DTRFA No specific provision.

SPTRFA  The association is permitted to indemnify board members and employees from loss, damage, and liability incurred by, sustained
by, or arising out of the performance of association duties unless willful misconduct, gross negligence, or bad faith is involved.
[Bylaws Article V, Section 8]

MERF No specific provision.

Removal

MSRS As provided in Section 15.0575. [352.08, Subd. 1a]
PERA No explicit proviston.
TRA No explicit provision.

DTRFA Avacancy is required to be declared by the board if a representative of the membership goes on a leave of absence greater
than 60 days. [Bylaws IiI}

SPTRFA  No specific provisicn.
MERF No specific provision, but removal referenced in Section 422A.02. [422A.02]
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Attachment A

Qath

MSRS No provision,

PERA No provision.

TRA No provision.

DTRFA No provision.

SPTRFA  No provision.

MERF Board members are required to take an oath of office similar to city employse caths, subscribed by the board member, and fited
with the ¢ity clerk. [422A.04, Subd. 1]

Resignation

MSRS No specific provision.

PERA No specific provision.

TRA No specific provision,

DTRFA No specific provision.

SPTRFA  No specific provision.

MERF No specific provision.

Filling Vacancies

MSERS

PERA

TRA

DTRFA

SPTRFA

MERF

Vacancy in elected membership filled by board for the unexpired duration of the term; the transit representative vacancy must
be filled by the union. [352.03, Subds. 12 & 2]

Vacancy by death, resignation, removal, or public employment termination filled for the duration of the term by the board for
elected board members or by the governor for appointed board members. [353.03, Subd. 13]

Vacancy in elected membership filled by the remainder of the board until next election, with elected replacement’s service to
centinue to the end of the original terrm. [354.08, Subd. 1]

Avacancy in a board position representing the membership is filled by the remainder of the board, with the replacement
continuing until the next annual membership meefing, where the membership selects a successor for the balance of the original
trustee’s term. [Bylaws IlI]

Avacancy in an elected member board position is required to be filled by the remainder of the board, even if less than a
quorum. The replacement board member serves until the next annual election, when the position is filled by election for the
remainder of the original term. [Bylaws Article (1, Section 1]

Vacancies in elected board positions caused by death, resignation ot removal must be filled by an election by the Minneapalis
Employee Refirement Association. [422A.02]

Public Members

MSRS As provided in Section 15.0575. [352.03, Subd. 1a]
PERA N explicit provision.

TRA No explicit provision.

DTRFA No specific provision.

SPTRFA  No specific provision.

MERF No explicit provision.

Qther Requirements

MSRS No specific provision,

PERA No specific provision.

TRA No specific provision.

DTRFA No specific provision.

SPTRFA  No specific provision.

MERF Board officers must include at least one representative of active city employees. Board president must preside over board

meetings if present. Board vice president must preside in president’s absence. The secretary is required to keep a record of
the proceedings of the board. Roberts rules of order govern the board proceedings unless the board otherwise specifically
adopts. [422A.08, Subds. 3 and 4]

Powers and Duties

MSRS

PERA

(1) Elect the board chait;

{(2) appoint the executive director;

{3) establish system rules;

{4) transact the business of the system;

(5) advise director on matters and functions; and

(8) oversee Deferred Compensation Plan administration.
[352.03, Subd. 4]

(1) Electthe president and vice president of the board;

(2) approve the staffing complement for the system,

(3) adopt bylaws for system governance and management,

4) establish and enforce system rules;

5) pass on membership applications and decide withdrawal and benefit claims;
6) adopt appropriate mortality table;

7) provide for fund expense and benefit payments;

8) decide on executive director recommendations and actions;
9) examine evidence and witnesses for applications and claims;
10) establish benefit eligibility and amount review process;

(
(
(
(
{
(
(
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Attachment A

Powers and Duties

TRA

DTRFA

SPTRFA

{11} establish board expense reimbursement procedures, with all out-of-state travel subject to board approval, consistent with
Department of Finance, Department of Administration, and Department of Employee Relations rules and policies;

{12) appoint executive director with the advice and consent of the Senate; and

{13) promulgate rules for system administration.

[353.03, Subds. 3 and 3a; and 353.18]

Elect the board president;

—_——
—
—

{2} electthe executive director;

{3) employ the administrative staff of the plan;

{4) frame bylaws for its govemment and for plan administration and to alter or amend them;
{8) enforce board rules;

{6} pass on membership applications and service credit;

{7) pass on withdrawal and benefit applications;

(8) adopt appropriate mortality table;

{9) provide for the payment of fund expenses and benefits;

{(10) examine evidence and witnesses for applications and claims;

{11} certify plan money to the State Board of Investment for investment;

{(12) keep record of receipts and disbursements and separate member accounts;

{(13) determine annual interest earnings of the fund and credit interest to member accounts; and
(

14} conduct benefit eligibility and amount appeals.

[354.07, Subds. 1, 2, 4, and 5; 354.071]

{1} Elect a president, a vice president, and a treasurer from the beard membership;

{2) elect a secretary, who does not need to be a board member;

{3) designate a bank or banks for deposit of DTRFA funds and provide far the care and safekeeping of DTRFA securities;

(4) invest DTRFA funds with the care, prudence, and good faith required for trust funds, and to sell, fransfer or dispose of
investments;

(5) maintain IRA and tax-shelter programs;

(6) turn over to the qualified successor the office and all books, records, accounts, papers, and other properly pertaining to
the board office;

(7) establish and maintain & reserve fund sufficient to reimburse the plan for any loss, plus expenses, but not fo exceed three
petcent of the face value of DTRFA investments and invested only in governmental obligations;

(8) establish and enforce rules which are not inconsistent with the Articles or Bylaws deemed necessary for the management
of the association, which must be in the form of a resolution and which must be adopted on a recorded board vote;

(9) assign to any officer any duty not expressly provided for in the Articles or the Bylaws;

(10) provide for the collection of all mortgage loans, interest payments, and other indebtedness;

(11} provide for and maintain an office in Duluth, which must be kept open during business hours;

(12} determine the amount for deposit in each depesitory bank if more than one depository bank is designated by the board;

{13) determine the amount of the surety bend to be required of the treasurer, with a minimum of $200,000, and of the secretary
and of any other person handling DTRFA funds, with payment for the bonds from the association;

{14} appoint a replacement secretary or a replacement treasurer in the event of the vacancy in either office; and

(15) attend and be present for all board meetings. The president presides over membership and board meetings, and when
authorized by the board, together with the secretary, executes all instruments requiring the corporate seal on behalf of the
association.

The vice president performs the duties of the president in the absence of the president.

The secratary is required o keep permanent minutes of membership and board meetings and keep all records, books and

accounts to fully disclose the transactions by or on behalf of the association for members or otherwise. The secretary is also

required to keep & permanent membership record and separate membership accounts, with member’s payments and interest

earnings credited. The secretary is also required to maintain & general ledger for the transactions of the association.

The treasurer is required to receive and deposit all DTRFA revenues, make a report at the membership meeting of the financial

transactions of the association for the preceding year. The treasurer duties may be delegated to the secretary if the board so

directs by resolution.

[Articles, Arts. V and VIE; Bylaws [V]

(1) Manage the affairs of the association consistent with law, the restated Articles of Incorporation, and the bylaws;

{2) employ any services necessary to properly conduct the business of the association; and

(3) elect board officers (president, vice president, secretary, treasurer, and other officers) at the annual meeting, The secretary
and the treasurer must be association members, but need nat be board members, and may be a combined office. The
president and vice president must be board members; and

(4) electa five-member executive committee (president, treasurer, and three board members). The president is required to
preside at board and membership meetings, is an ex officio member of all committees, is required to execute, with the
secretary, all documents to be executed on behalf of the association, is required to perform other duties incidental to the
office, and is required to perform duties assigned by the members, the board, or the bylaws. The vice president is required
to perform the president’s duties in the case of the president’s incapacity or absence and to perform duties delegated by the
president or assigned by the membership or by the board.

The secretary is required to maintain & list of association members with necessary benefit eligibility and amount data, is required

to attend and to keep a record of all membership and board meetings, is required to file notices, make reports and perform all

other duties incidental to the office or imposed by taw, by the Articles, by the Bylaws, by the membership, or by the board. The

treasuret is required to receive and deposit association revenue, issue checks that are countersigned by the president, account

for association assets in the treasurer's possession, give a bond to the association in an amount specified by the board, and

make financial reports at the annual meeting and at other times required by the board. The treasurer is also required to prepare

and submit to the board or its executive committee a budget for the association for the successive year, including estimates of

receipts and disbursements.

[Bylaw Articles Ill, Sections 1 and 2; V, Sections 1, 3, 4, 5, and 6; and VI, Section 2]
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Powers and Duties

MERF

(1} Meet monthly on third Tuesday of each month;
(2) appoint an executive director with at least & four sevenths vote;
(3) annually, at January meeting, elect beard president, board vice president, and board secretary-treasurer;
4) establish rules and regulations for administering the fund;
) maintain in convenient form the data needed to have an actuarial valuation performed;
) adopt appropriate mortality tables based on the experience of the plan; and
) function as trustees and custodians of the retirement fund, with exclusive control, management, and investment of its
assets through outside investment firms for post-1993 assels;
(8) fix the compensation of the exescutive director and other administrative staff;
{9) prepare itemized statement of the financial requirements of the plan and the city and other employer contributions;
(
(

5
8
7

10) determine investment rate to be credited fo contributions and funds; and
11) perform whetever functions are required to execute Chapter 422A.
[422A.08, Subds. 1,3, and 4; 422A.04, ; 422A.05, Subd. 1; and 422A.101]

Additional Permissive Powers and Duties

MSRS

PERA

TRA

DTRFA
SPTRFA

MERF

{1} Consider and make recommendations on retiree needs;

{2) disseminate retiree information;

(3} supply names and addresses of refirees to employing units;

{4) supply retiree organization(s) with retiree names and addresses
[352.03, Subd. 42]

{1) Authorize the sale of member [ife insurance under pre-1/1/1885 insurance program;

(2) may purchase fiduciary liability insurance and official bonds for board members and system staff;

(3) may purchase property insurance; and

(4) may establish self-insurance risk reserve, including data processing insurance and “extra-expense” coverage.

[353.08, Subd. 3]

(1) May conduct investigations to determine validity of claims; and

(2) use Department of Administration, Information Services Division, for data processing or contract for data processing services.
[354.07, Subds. 2 and 7]

None.

The board is permitted to employ an executive director as a nonvoting cfficer of the association, serving at the pleasure of the
board, with those duties delegated by the board, at a salary determined by the board. [Bylaws Article V, Section 9]

(1} May make loans to purchasers of Minnesota situs non-farm residential real estate owned by MERF, if secured by
morigages or deeds of trust;

(2) establish special funds supplementing individual contributions by MERF members;

(3) receive, invest and disburse donations, gifts, legacies, bequests, or private party contributions for members generally or for
any class of members;

(4) offer through the executive director an opportunity for retirees to pay health insurance premiums from deductions from
pension benefits;

(5) require disabilitants to undergo annual medical examinations o verily status;

(B) possesses the powers and privileges of a corporation; and

(7) empowered to issue subpoenas and compel the aftendanca of witnesses.

[422A.05, Subds. 2¢, 6, & 8; 422A.18, Subd. 4]

Board Committees

MSRS
PERA
TRA
DTRFA

SPTRFA

MERF

Rationale

No specific provision.

No specific provision,

No specific provision.

Standing and other committees are to be appointed by the board president and announced before the first regular monthly
board meeting. Special committees may be appointed from time to time. Three standing committees are established. The
committee on annuities, comprised of three members, recommends annually, at each September board meeting, the benefit
amounts payable to each benefit recipient. The committee also must report on the payment of retirement allowances, service
credits, benefit applicant salary records, and disability benefit recipient or applicant conditions.

The Finance Committee, comprised of four members, including the president and the treasurer, is to recommend refirement
annuities. It also is required to consider investment of funds and mortgage loans and other investments.

The Membership Committee, comprised of three members, is required to recommend applicants for membership and all
claims for credit for prior teaching service and for service credit for leaves of absence. [Bylaws X, X, XIf, and XIlI]

The board is required to establish an executive committee and is permitted to establish other committees. The executive
committee is required to exercise the powers of the board between meetings of the board. All actions of the executive
committee are subject to ratification by the board at the next successive board meeting. The executive committee is required
to direct the investments of the association, with a report to the board. The executive committee is permitted to approve
applications for benefits other than disability benefits if no board meeting is scheduled within 30 days of the application filing.
The executive committe is permitted to investigate disability applications, require the examination of the applicant, and make
recommendations to the board. The executive meeting may be called by the president with 24-hour prior written notice, or
any time with a waiver of notice from all committee members. The executive committee may meet with a majority of its
members as a quorum, but if only three committee members are present, all actions must be unanimously approved. Other
committees are subject to the same call and conduct requirements as the executive commitiee. [Bylaws Article V]

No specific provision.

MSRS
PERA

Performs policy making function. $352.03, Subd. 1]
Performs management function. [353.03, Subd. 1]
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Rationale

TRA Performs management function. [354.08, Subd. 1]

OTRFA Governance of the association and the management of its affairs. [Arficles, Art. V]
SPTRFA Vested with the management of the association’s affairs. [Bylaw Article 11, Section 1]
MERF No specific purpose indicated.

Fiduciary Obligation

MSRS
PERA
TRA
DTRFA

SPTRFA
MERF

Chapter 356A. [352.03, Subd. 7]
Chapter 356A. [353.03, Subd. 1]
Chapter 356A. [354.06, Subd. 13]

Chapter 356A. Additionally, the board is required to exercise the care, diligence, and faithfulness in protecting the funds and
investments of the association. No officer, board member, agent or employee is permitted o be interested directly or
indirectly in any DTRFA investment of transaction, nor to borrow from the assaciation, nor to make personal use of
association property or to profit or achieve advantage from association properly. [354A.021, Subd. 6; Bylaw IV and Bylaw V]
Chapter 356A. [354A.021, Subd. 8]

Chapter 356A plus additional fiduciary obligation provisions. [422A.05, Subd. 23]

Status Determination

MSRS
PERA
TRA
DTRFA
SPTRFA
MERF

Board has the power to make final status determination of any state employee. [352.03, Subd. 10]

Board has the power to make final status determination of governmental subdivision employees. [353.18]

TRA records, as determined to be correct by the board, govern the rights, benefits, and status of the membership. [354.64]
No specific provision,

Nao specific provision,

No specific provision.

Legal Representation and Powers

MSRS The attorney general is the legal advisor of the board and the executive director. Board has the power 1o sue and be sued,
represented by the attorney general. [352.03, Subd. 11]

PERA The atiorney general is the board legal advisor of the board. The board has the power to sue and be sued, represented by
the attorney general. [353.08]

TRA The attorney general is the legal advisor of the board and the executive director. Board has the power to sue and be sued,
represented by the attorney general. [354.07, Subd. 3]

DTRFA No specific legal representation requirement, but association is a nonprofit corporation under Minnesota Statutes, Chapter
317A, with the power to sue or be sued.

SPTRFA No specific legal representation requirement, but association is a nonprofit corporation under Minnescta Statutes, Chapter
317A, with the power 1o sue or be sued.

MERF No specific legal representation requirement; board has the power to sue and be sued. [422A.04, Subd. 4]

Appeals Process

MSRS Board required to hear appeals of benefit termination or denial. [852.031]

PERA Board required to establish appeals process, which is exempt from Chapter 14 contested case Laws. [353.03, Subd. 3]

TRA Board required to hear appeals of benefit termination or denial. 354.071]

DTRFA No specific appeals process.

SPTRFA No specific appeals process.

MERF No specific appeals process.

Application of Laws

MSRS No explicit provision.

PERA State agency and statewide jurisdiction agency laws apply to PERA. [353.03, Subd. 5]

TRA No explicit provision.

DTRFA No explicit provision,

SPTRFA No explicit provision.

MERF No explicit provision.

Annual and Special Membership Meetings

MSRS
PERA
TRA
DTRFA

None required.

None required.

None required.

An annual meeting of the membership is required to be held at 4:00 p.m. on the last Manday in October at a convenient place
in Duluth, Minnesota, as designated by the board. A special membership meeting must be called by the secretary upon the
written request of the president, upon a written request by a majority of the board, or upon & written request by 25 percent of
the active DTRFA members. The special meefing request must state the purpose for the meeting and the meeting agenda is
restricted to the stated purpose. The meeting notice, indicating its time, place, and purpose, must be sent to each member by
the secretary at least one week before the meeting. A failure to receive the notice does not invalidate the meeting
proceedings or actions and a statement by the secretary that the notice was sent is conclusive. A quorum for an annual or
special meeting is 50 members present in person. A number less than a quorum may adjourn the meeting to another date.
Each member at the meeting is entifled to one vote. No proxy voting is allowed. An order of business is established for the
annual meeting (Reading of Minutes (1), Communications (2), Reports of Officers (), Reports of Committees (4), Election of
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Annual and Special Membership Meetings

SPTRFA

MERF

Trustees (5), Unfinished Business (8), and New Business (7)). Roberts Rules of Order, as revised, govern the conduct of
meetings unless contrary to their articles, bylaws, or Minnesota Statutes. [Bylaws, Bylaw ]

An annual membership meeting is required to be held on the third Thursday in January annually, in St. Paul, ata tme andina
place as designated by the board. The president, the vice president in the president's absence, three board members, or 30
members filing a signad written requast with the president may call a special meeting at any time. Written notice from the
secretary of the mesting, stating time, place, and the purpose for a special meeting, must be provided to each board member
and to each active member at the person’s last known address no later than five days or earlier than 30 days of the meeting.
100 members constitute a quorum of the meeting, in perscn or by proxy. Proxdes must be designated in writing filed with the
secretary at least two days before the meeting. The proxy is valid for the period specified by the member, or 11 manths if no
expiration date is noted, or 12 months, whichever is earlier. Death does not revoke a proxy unless written notice of the death
is filed with the association before the vote is cast and the authority exercised. Each association member is entitlied to one
vote by voice or ballot. Proxy holders may cast all proxies on a single signed ballot indicating the number of proxies voted.
Cumulative voting is not permitted. A minimum number of agenda items for the meeting are specified, athough the
membership may determine the order of business for the meeting. [Bylaws Article II]

No specific provision.

Application of Laws

MSRS
PERA
TRA
DTRFA
SPTRFA
MERF

No explicit provision.
State agency and statewide jurisdiction agency laws apply to PERA. {353.03, Subd. 5)
No explicit provision.
No explicit provision.
No explicit provision.
No explicit provision.

Board Meeting Requirements

MSRS
PERA
TRA
DTRFA

SPTRFA

MERF

No specific provision.

No specific provision.

No specific provision.

The board is required to meet on the second Thursday of each month, other than July and August, at the association offices.
The board may change the time and place of the board meeting by resolution. Special board meetings must be calied by the
secretary upon the written request of the president or upon the written request filed with the secretary by three board
members. The special meeting call must indicate the time, place, and purpose for the meeting. The special meeting agenda
is restricted to the purpose set forth in the meeting notice. Notice of the meeting must be given to each board member by the
secretary 24 hours before the meeting. Five board members constitute a quorum, but & smaller number may adjourn the
meeting o another time, or if no board member is present, the meeting may be adjourned by the secretary. A meeting order
of business is specifiad (Minutes (1), Communications (2), Reports of Officers (3), Reports of Committees (4), Membership
(a), Annuities (b), Finance (c}, Special (d), Unfinished Business (5), New Business (6}, and Officer and Trustee Election (7).
Board meetings are required to be conducted under Robert’s Rules of Order, as revised, unless contrary to the Articles,
Bylaws, or Minnesota Statutes. [Bylaws, Bylaw 1]

The board is required to hold an annual meeting immediately following the annual membership meeting. The board also is
required to hold regular meetings in June and in September annually, in a place and at a fime the board determines. Special
meetings may be called by the president, by the vice president in the president's absence, or by any three board members. A
written notice of the meeting must be mailed to each board member’s last known address from the St. Paut Post Office at
least two days before the meeting, specifying the mesting time, the meeting place, and the purpose for the special meeting.
Board members may waive the notice requirement before, at, or after the meeting, in writing, signed by the trustee, and filed
with the secretary. A board member's appearance at a meeting is deemed to be a waiver unless that appearance is solely for
the purpose of asserting the ilegality of the meeting. Six board members constitute 2 meeting quorum for the transaction of
business other than adjournment. A majority of the board members present at a meeting where a guorum is present is
sufficient to express the will and determination of the board. Each board member is entitied to one vote and proxy voting is
not permitted, Actions taken without a board meeting are valid if the action could be taken at a board meeting and if all board
members authorize the procedure in writing by signature. [Bylaws Article [Il, Sections 3, 4, 5, 6, 7 and §]

No specific provision.

Member Liability

MSRS
PERA
TRA
DTRFA
SPTRFA
MERF

No specific provision.
No spacific provision.
No specific provision.
No specific provision.
No specific provision.
No specific provision.
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1.1

1.2

1.3

07/22/09 12:00 PM PENSIONS EB/L.D S1601-1A

.................... moves to amend S.F. No. 1601; H.F. No. 1793, as follows:

Page 2, line 11, delete "two-year” and insert "one-year"
Page 2, line 12, delete "2009" and insert "2010"

1 Amendment S1601-1A



1.1

12

1.3

1.4

1.5

1.6

1.7

1.8

1.15

1.16

117

1.13

1.19

1.20

1.21

1.22

1.23

1.24

1.25

1.26

1.27

1.28

1.29

1.30

1.31

1.32

07/22/09 12:11 PM PENSIONS EB/LD 51601-2A

.................... moves to amend S.F. No. 1601; H.F. No. 1793, as follows:

Delete everything after the enacting clause and insert:

"Section 1. Minnesota Statutes 2008, section 354.06, subdivision 1, is amended to read:

Subdivision 1. Board. (a) The management of the association is vested in a board of
eight trustees known as the board of trustees of the Teachers Retirement Association. It is
composed of the following persons: the commissioner of education, the commissioner of
finance, a representative of the Minnesota School Boards Association, feur three members
of the association elected by the members of the association, and eneretiree two retirees
elected by the retirees of the association.

(b) The five elected members of the board of trustees must be chosen by ballot
in a manner fixed by the board of trustees of the association. Beginning in 2011 and

every odd=numbered-year four years thereafter, there shall be elected two-members

one member of the association and one retiree to the board of trustees-for-termsof-four

Beginning in 2013 and every four vears thereafter, there shall be elected two members of

the association and one retiree to the board of trustees. Each election must be completed

by June 1. The terms are for four vears beginning on July 1 after the election.

(c) The filing of candidacy for a retiree election must include a petition of

endorsement signed by at least ten retirees of the association. Each-eleettorrmust-be

(d) For elected positions, any vacancy must be filled by appointment by the

remainder of the board, and the appointee shall serve until the members or retirees of the
association at the next regular election have elected a trustee to serve for the unexpired
term caused by the vacancy. No member or retiree may be appointed by the board, or
elected by the members or retirees of the association as a trustee, if the person is not a
member or retiree of the association in good standing at the time of the appointment or

election.

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

Amend the title accordingly

1 Amendment S1601-2A



1.1
1.2
1.3
1.4

1.5

16

1.7

1.8

1.5

1.10
1.11
1.12
1.13
1.14
1.15
1.16
117
1.18
1.19
1.20
1.21
1.22

1.23

03/09/09 REVISOR JLR/IK 09-2960

Senator Olson, M. introduced—

S.F. No. 1601: Referred to the Committee on State and Local Govermnment Operations and Oversight.

A bill for an act :
relating to retirement; increasing the size of the board of trustees of the Teachers
Retirement Association by adding an additional elected retired member;
amending Minnesota Statutes 2008, section 354.06, subdivision 1.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

Section 1. Minnesota Statutes 2008, section 354.06, subdivision 1, is amended to read:

Subdivision 1. Board. (2) The management of the association is vested in a board of
ctght nine trustees known as the board of trustees of the Teachers Retirement Association.
It is composed of the following persons: the commissioner of education, the commissioner
of finance, a representative of the Minnesota School Boards Association, four members
of the association electéd by the members of the association, and omeretires two retirees
elected by the retirees of the association. |

(b) The five six elected members of the board of trustees must be chosen by ballot in
a manner fixed by the board of trustees of the association. In every odd-numbered year

there shall be elected two members of the association and one retiree to the board of

trustees for terms of four years commencing on the firstof July 1 next succeeding their

election. freveryotheroddnmumbered-yearoneretirecof-theassocratronrmust-be-clected
to-the-beard-oftrustecsforrtermroffom-yearscommencing omthe-first-of-July-next
suceeeding-theclection Each election must be completed by June 1.

(c) The filing of candidacy for a retiree election must include a petition of

endorsement signed by at least ten retirees of the association. Eachetectronrmust-be
members

S.F. 1601

Section 1. - 1




2.1
2.2
23
2.4
2.5
2.6

2.7

2.8

2.9

2.10
2.11
2.12

2.13

2.14

03/05/09 REVISOR JLRAK 09-2960

(d) For elected positions, any vacancy must be filled by appointment by the

remainder of the board, and the appointee shall serve until the members or retirees of the
association at the next regular election have elected a trustee to serve for the unexpired
term caused by the vacancy. No member or retiree may be appointed by the board, or
elected by the members or retirees of the association as a trustee, if the person is not a
member or retiree of the association in good standing at the time of the appointment or

election.

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

Sec. 2. TRANSITION.

. Notwithstanding the four-year term specified in section 1 for the newly created

retiree board member position, the initial election for that position shall be for a two-year

term, commencing July 1, 2009, and ending June 30, 2011. Thereafter, section 1 applies

as specified.

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

S.F. 1601
See. 2. 2
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1.5

1.6

1.7

1.8

1.9

1.10

1.11

1.12

1.14

L.15

1.16

1.17

1.18

1.19

1.20
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A bill for an act
relating to retirement; increasing the size of the board of trustees of the Teachers
Retirement Association by adding an additional elected retired member;
amending Minnesota Statutes 2008, section 354.06, subdivision 1.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

Section 1. Minnesota Statutes 2008, section 354.06, subdivision 1, is amended to read:

Subdivision 1. Board. (a) The management of the association is vested in a board of
ight nine trustees known as the board of trustees of the Teachers Retirement Association.
It is composed of the following persons: the commissioner of education, the commissioner
of finance, a representative of the Minnesota School Boards Association, four members
of the association elected by the members of the association, and eneretiree two retirees
elected by the retirees of the association.

(b) The five six elected members of the board of trustees must be chosen by ballot in
a manner fixed by the board of trustees of the association. In every odd-numbered year

there shall be elected two members of the association and one retiree to the board of

trustees for terms of four years commencing on the first-of July 1 next succeeding their

election.

steceeding-the-eteetion: Each election must be completed by June 1.

(c) The filing of candidacy for a retiree election must include a petition of

endorsement signed by at least ten retirees of the association. Fach-ecleetionrmust-be
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Section 1. 1 of S.F. 1601
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23

24

2.5

2.6

2.7

2.8
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(d) For elected positions, any vacancy must be filled by appointment by the

remainder of the board, and the appointee shall serve until the members or retirees of the
association at the next regular election have elected a trustee to serve for the unexpired
term caused by the vacancy. No member or retiree may be appointed by the board, or
elected by the members or retirees of the association as a trustee, if the person is not a
member or retiree of the association in good standing at the time of the appointment or

election.

EFFECTIVE DATE. This section is effective June 30, 2011.

Draft Engrossment
Section 1. 2 of S.F. 1601



