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Dear LCPR Committee Members:
Testimony/Data

My story...l was hired in August of 1990 (currently in my 34th year as a classroom teacher) just a little
over a year after the arbitrary line was drawn in the sand by our legislature in June of 1989 creating a
TRA system of “haves” and “have nots.” Unfortunately, | was very close to joining the “haves” or Tier |
teachers, but have spent my entire career as a “have not” or Tier Il teacher with the unwavering hope that
our elected leaders would recognize the obvious inequities between the two tiers and draft new legislation
that corrected the problems. As my dad always told us “you can hope in one and hand and #%$*# in the
other and see which fills up first.” My dad was spot on, “hoping” our elected representatives would do the
“right things” has gotten us nowhere over the past 34 years. In fact, instead of fixing the problems, our
legislature exacerbated the inequities between Tier | & Tier Il over the past 20 years making things worse
instead of better. For perspective, if | chose to retire after 35 years of service at age 58 (exceeding the
old Rule of 90 where many of my Tier | colleagues retired with full benefits) | would have to forfeit 46% of
my pension FOR LIFE! | know that TRA has and will continue to share their data with you, which is
“cherry picked” at best. Below, you will find a chart that is more comprehensive and addresses the “true”
inequities that Tier Il teachers like myself are faced with.

Apples-to-Apples comparisons: See the chart provided below
Column 1: Average Teacher Salary for 2023 (Released by NEA in January)
Column 2: Employee Contributions

Column 3: Earliest age or rule at which one can retire without taking a reduction/penalty. No calculations
for SD's Tier Il 67/3 because it went into effect in 2017 and therefore could not currently include any 60
year-olds with 30 years of experience.

Column 4: Multipliers utilized to calculate High 5. This one requires explanation for MN because TRA
loves to reference Tier Il's 1.7-1.9 multipliers. Here's the absolute truth: NO ONE gets a 1.9
multiplier unless they make it to age 66 (or 65 in 2025). This is the reality: A teacher that retires at age
60 with 30 years of experience in 2024 will only receive a 1.1 multiplier. In 2025, they will receive 1.24.

Column 5: IF YOU LOOK AT NO OTHER COLUMN, LOOK AT THIS ONE!!!! This is the percentage of
High 5 retained for someone age 60 who has worked 30 years in each state. Take your salary THIS
YEAR and multiply it by .33, Tier llI's 2024 rate. That's the annual benefit for the rest of your life (minus
taxes and COLAs) if you retired this spring at age 60 with 30 years of experience. Now multiply it by .486.
That answer is what you'd earn as your lifelong pension benefit as a Tier | member. Example: Tier II:
70,000 x .33 = $23,100. / Tier I: $70,000 x .486 = $34,020.

Column 6: COLAs. In case you're not already aware, Tier Il members don't get a COLA until age 66.
lowa and North Dakota do not have COLAs which seems like a pretty cheap deal, but both have a 60%
benefit at age 60/30, have lower contributions, have a Rule (85-90), and pay little or no taxes.

Column 7: Income Tax Rate for each state. lowa may not have COLAs, but they also don't lose any of
their pension to income tax and get 60% retention of the High 5. South Dakota pays no income tax and
gets a 2.1% COLA. North Dakota doesn't give COLAs, but if their pension is under $44,725, annually,
they pay no income tax. Both Wisconsin and Minnesota have fairly hefty income tax rates, but at least
Wisconsin's is offset by a decent COLA. If you're a MN Tier Il teacher, you won't get any COLA until age
66, at which point it will offset your taxes by 1.5%.

Column 8: Annual year 1 benefit including taxes and COLAs, where applicable. In an attempt to keep
state salaries consistent with averages, | increased each state's average by 20% to determine a
state-specific hypothetical High 5 for someone age 60 with 30 years of experience.

Credit: Stacy Bartlett, Katie Dickerson, Robert Laine, Paul Peterson, and Jim Olson



Data: Comparing MN to surrounding states’ pensions at age 60 & 30 years
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Penalty Reduction Impact

| ;“{;ne Reduction of MN Tier Il Pension Penalties NOW!






