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TO: Members of the Legislative Commission on Pensions and Retirement 

FROM: Chad Burkitt, Analyst 

DATE: March 22, 2019 

RE: H.F. 2683 (Murphy, by request); S.F. xxxx: Higher Education Individual 
Retirement Account Plan and Supplemental Plan; Removing a sunset date for 
incentive program and administrative provisions  

 
Introduction and Background 

Minnesota Statutes, Chapters 354B and 354C, provide for two defined contribution plans to be 
administered by Minnesota State Colleges and Universities (“Minnesota State”) for its unclassified 
employees. The first plan is the Individual Retirement Account Plan (IRAP), which is a mandatory plan 
intended to provide a primary retirement benefit. The second plan is the Supplemental Retirement Plan 
and is a voluntary plan to which employees may contribute to receive a capped matching contribution 
from Minnesota State. 

H.F. 2683 (Murphy, by request); S.F. xxxx, makes administrative changes to the IRAP and Supplemental 
Plan. The administrative and technical changes for the IRAP include recodifying the existing eligibility 
and coverage section into a new Section 354B.211. The intent and effect of the recodification is to better 
organize the section to improve readability and reduce ambiguity. Other changes to Chapters 354B and 
354C, include changes to the deduction and enrollment processes for the Supplemental Retirement Plan 
and administrative conforming changes. 

This bill also removes the sunset clause for an early retirement incentive program administered by 
Minnesota State. The program allows Minnesota State to offer cash incentives with a value not to 
exceed one year’s pay and contributions to the State’s Health Care Savings Plan to induce employees to 
retire early. Under current law the program expires on June 30, 2019.  

Section by Section Summary 

Sections 1, 3, 4, 8, 9, 10, 17, and 18 make conforming changes, most of which are updating the current 
statutory references to the new Section 354B.211.  

Section 2 removes the sunset clause for the early retirement incentive program in Section 136F.481. See 
discussion below for more detail.  

Section 5 makes conforming changes by replacing “Department of Education” with “Professional 
Educator Licensing and Standards Board” and removing references to outdated plan election options. 
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Section 6 modifies the definition of “covered employment.” 

Section 7 creates a new definition for “Eligible unclassified faculty position.” This definition aligns with 
current statute by incorporating an eligibility requirement found in 354B.21 into the new definition.  

Section 11 establishes new Section 354B.211. The new section contains the same requirements as the 
current coverage section, but is reorganized to account for the several iterations of changes that have 
occurred since 1995.  

Sections 12 and 16 replace the interest rate charged on omitted member deductions to refer to a new 
section added by the 2018 Omnibus Retirement Bill that compiles the interest rates for all the statewide 
plans into one section.   

Sections 13 and 14. The changes in these sections require an eligible member to be automatically 
enrolled in the SRP upon hire. Under the current process, a member is automatically enrolled on the July 
1 following first becoming eligible.  

Section 15.  Under current law, the contributions made to the Supplemental Plan are only made on 
salary contributed after the participant has earned $6,000 and ceases once a participant has earned 
$15,000. This section removes the window requirement so that contributions will be made on all salary 
but are capped at $2,700 per year. Contributions to this plan can only be made when authorized by 
collective bargaining agreement or personnel policy. 

Section 19 repeals Section 354B.20, subdivision 8, defining “faculty.” This has been replaced by a new 
defined term, “eligible unclassified faculty position,” which can be found in section 7 of this bill. It also 
repeals the entire Section 354B.21, which is being replaced by new Section 354B.211. 

Discussion and Analysis 

Most of the changes in this bill are of an administrative or technical nature. However, the removal of the 
sunset provision is more substantive.  

With regards to the early retirement incentive program, the program allows Minnesota State to offer 
cash incentives with a value not to exceed one year’s pay and contributions to the state’s Health Care 
Savings Plan to induce employees to retire early. Employees are not eligible for the inducement unless 
they are over the age of 55 and have been employed at least five years with Minnesota State. 

Minnesota State is required to establish and periodically revise additional eligibility requirements for the 
program. It is also required to report on those revisions to the House Higher Education Finance and 
Policy Division and the Senate Higher Education Finance and Policy Committee as well as the House 
Ways and Means Committee and the Senate Finance Committee.   

Minnesota State has indicated a belief that the program creates a net savings for the system.  
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Chapter 4 – Human Resources 

 

 
 

Board Policy 4.11 Board Early Separation Incentive Program  
 
Part 1. Purpose 
The purpose of this policy is to implement time-limited early separation incentives authorized by 
Minnesota Statutes section 136F.481 (2009 Laws of Minnesota, Chapter 169, Article 6, Sections 
1 and 2). The goal of the incentive program is to encourage early separation of selected 
employees from employment with Minnesota State Colleges and Universities, in order to:  

1. Reduce salary and benefit obligations in anticipation of reduced state funding;  
2. Reallocate resources to departments and programs in response to changing needs or 

strategic objectives; or  
3. Achieve other cost savings or efficiencies.  

  
This early separation incentive is intended to supplement the range of budget management 
options available to the presidents and chancellor.  Nothing in this policy shall be construed to 
create an employee right or entitlement to an early separation incentive.   
  
Part 2. Definitions 
 

Subpart A. Board early separation incentive 
Board early separation incentive means the total amount provided under this policy to an 
eligible employee through a contribution to the health care savings plan administered by 
the Minnesota State Retirement System or cash payment, or both, in exchange for the 
employee’s voluntary separation from employment on a specified date.   
  
Subpart B. Continuing position 
A continuing position means an employment position of a classified or unclassified 
employee of Minnesota State Colleges and Universities that:  

1. Has no specified end-date and is occupied by an employee with tenure, 
probationary, non-tenure track, or permanent status; or  

2. Is an unclassified position occupied by an at-will employee on other than a 
temporary, interim or acting basis.  

3. Is not held by an at-will employee with an individual employment agreement under 
Minnesota Statutes § 136F.40.  

 
Subpart C. Continuous service 
Continuous service means five years of continuous employment service with Minnesota 
State Colleges and Universities that meets one of the following:  
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1. Non-faculty employees with academic seasonal appointments and faculty members 
must have completed ten consecutive semesters of employment with Minnesota 
State Colleges and Universities immediately prior to separation from employment. 
The ten consecutive semesters includes any paid or unpaid leaves of absence, but 
does not include summer academic terms.  

2. An administrator or other employee with a full year appointment must have five 
years of continuous employment, including any paid or unpaid leaves of absence, 
with Minnesota State Colleges and Universities immediately prior to separation.  

3. Employees who have a combination of faculty, academic seasonal, and full year 
employment in the five years immediately prior to separation may meet the five 
year continuous service requirement if their employment history is reviewed and 
approved by the chancellor or designee as meeting the intent of the law and this 
policy.  

 
Part 3. Eligibility 
 

Subpart A. Intent 
A board early separation incentive shall be approved by a president or the chancellor only if 
the incentive is designed to meet the intent and purposes of this policy.  
  
Subpart B. Authority 

1. The president or chancellor has sole discretion over whether to provide a board 
early separation incentive.  

2. Presidents may identify positions at their college or university for elimination or 
replacement. The chancellor may identify positions for elimination or replacement 
within the system office.  

 
Subpart C. Employee eligibility 
An employee may be provided a board early separation incentive only if all of the following 
conditions are met:  

1. The employee occupies a continuing position within Minnesota State Colleges and 
Universities at the time of separation from employment;  

2. The employee’s position is identified for elimination or replacement by the 
president or chancellor;  

3. The employee is at least 55 years of age at the time of separation from employment;  
4. The employee has completed at least five years of continuous service as provided in 

this policy;  
5. The employee is eligible for employer contributions for health and dental insurance 

premiums, whether or not the employee chooses to receive them; and  
6. The employee voluntarily accepts the board early separation incentive and signs a 

statement indicating his or her voluntary acceptance of the board early separation 
incentive and the date of the separation from employment.  . 
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Part 4. Amount and Form of Incentive 
The president or chancellor shall determine the amount of the board early separation incentive 
and the separation date, subject to the limitations and requirements of this policy. 
 

Subpart A. Maximum amount 
The total cost of a board early separation incentive paid under this policy shall not exceed 
the employee’s annual base salary rate in effect at the time of separation. When 
determining the amount of a board early separation incentive, the president or chancellor 
shall consider any other separation payments or incentives available to affected employees.  
 
Subpart B. Allocation of incentive 
The board early separation incentive shall be allocated between health care savings plan 
contributions and cash payments as follows:  

1. To the health care savings account, to the extent that:   
a. The president or chancellor has made available board early separation incentive 

funding for the individual in accordance with this policy; and  
b. Projected health care insurance premiums from the date of separation to age 70 

(age 65 for faculty members represented by the Inter Faculty Organization and 
the Minnesota State College Faculty) would not otherwise be covered by the 
individual’s applicable collective bargaining agreement or compensation plan.  

2. If the board separation incentive exceeds the amount necessary to meet the 
contribution in paragraph 1 of this part, payment shall be made in cash to the 
individual. A cash payment shall not exceed the lesser of:   
a. The amount of the board early separation incentive available to the individual 

after contributions made under 1, above; or  
b. The established limitations on cash payments in Minnesota Statutes sections 

136F.481 and 43A.17, Subd. 11.  
3. If any portion of the identified board early separation incentive remains following 

allocation under paragraphs 1 and 2 above, the remainder shall be contributed to 
the individual’s health care savings plan. 

   
Subpart C. Notice Period 
An employee shall be provided not fewer than 21 calendar days to consider whether to 
accept a board early separation incentive.  

 
Part 5. Other Separation Incentives 
The receipt of a board early separation incentive under this policy shall not affect an 
employee’s eligibility, if any, for severance pay, early separation incentives, early notice of 
retirement incentives or other separation payments available to the employee.  
 
Part 6. Re-employment 
An employee who accepts and receives a board separation incentive pursuant to this policy 
shall not be re-employed or enter into a contract for services within Minnesota State Colleges 
and Universities, including its colleges, universities or the system office, for at least one year 
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following separation from employment, unless authorized by the chancellor or designee 
because of exigent circumstances facing the college, university, or system office. Thereafter, 
employment of a recipient of a board early separation incentive is subject to Board Policy 4.6.  
 
Part 7. Report 
The chancellor shall establish annual reporting requirements concerning board early separation 
incentives paid, and annually shall submit a report to the board and legislature. 
   
 
Date of Adoption: 07/22/09 
Date of Implementation: 08/01/09 
Date of Policy Expiration:  06/30/19 
Date of Last Review:   
 
Date and Subject of Amendments:  

03/18/15 - technical amendment to the expiration date to align with statutory authority. 
Minn.Stat 136F.481 (j) which states, “The early retirement incentive authority under this 
section expires on June 30, 2019.” 

 
Additional HISTORY. 
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