
 
 
 
 

 
 
March 12, 2018 
 
Chair Senator Julie Rosen 
Vice Chair Representative Tim O’Driscoll 
Legislative Commission on Pensions and Retirement 
 
Dear Chair Rosen and Vice Chair O’Driscoll, 
 
As public employer representatives, we want to jointly indicate our support for the financial sustainability 
provisions included in your legislation, SF2620/HF3053 specifically as they relate to the PERA General Plan 
and the PERA Police and Fire Plan. MICA and AMC, who represent employers with participants in the PERA 
Correctional Plan also support the provisions related to the PERA Correctional Plan. The League also has 
comments on several of the VFRA provisions included in the bill. We urge you to approve a bill with these 
changes during this session of the Minnesota legislature. Delay will only exacerbate funding issues for the plans. 
 
We also want to acknowledge the work of PERA Executive Director Doug Anderson and Shana Jones, the 
PERA Policy Director, in developing a consensus proposal that has been included in your legislation. 
 
Employer Objectives 
As we began our discussions with PERA, employee groups and retirees, we expressed our objectives in 
developing consensus sustainability plans for each plan.  

1. To the extent possible, sustainability packages for each PERA plan must result in a sufficiency of close 
to 1 percent to maximize the chances that the plan’s funding will continue to improve into the future. 

2. For the PERA General Plan a sustainability package must not cost no more than current law and thus 
not require or force an employer and employee contribution increase beyond the more than 35 percent 
employer and 27 percent employee increase imposed since 2004. 

3. Any sustainability package must eliminate features of the current plan that are not actuarially balanced 
such as augmentation of early retirees’ and deferred retirees’ pensions. 

4. Any sustainability package must repeal the current, flawed COLA trigger 
 
To balance the impacts of the sustainability plans for active employees and for retirees, employers agree that the 
package should not be harmful to current retirees or those retiring in the near term, and ideally provide a 
reasonable, affordable increase in the COLA as soon as practical. 
 
Employers Support the PERA General Plan Sustainability provisions 
Our organizations support the following recommendations for the PERA General Plan currently included in the 
current version of the omnibus pension bill: 

• Reducing the assumed rate of return to 7.5 percent from the current 8 percent. 
• Replacing the current cost-of-living adjustment (COLA)—1 percent with increase to 2.5 percent when 

plan funding improves—with an adjustment based on one-half of the consumer price index, with a 
maximum of 1.5 percent and a minimum of 1 percent. 

• Eliminating future augmentation of pension benefits for all former members. 
• Eliminating augmentation of the pensions received by early retirees so after the phase-in they are the 

actuarial equivalent of pension received at normal retirement age. 
• Eliminating annual COLA adjustments for early retirees. The annual COLA adjustment would begin at 

full retirement age. 
• Reducing the interest rate paid on contribution refunds from the current 4 percent to 3 percent. 
• Resetting the plan’s amortization date from the current 2031 target to 2047. 
• Leaving an estimated sufficiency equal to roughly 1 percent of salary to buffer against future 

uncertainty. 



 
As a package, these changes will achieve financial savings without making changes in employee and employer 
contributions, which will remain at 6.5 percent and 7.5 percent, respectively. 
 
Employers Support the PERA Police & Fire Plan Sustainability Provisions 
Our organizations support the following recommendations for the PERA Police and Fire Plan currently included 
in the current version of the omnibus pension bill: 

• Reducing the assumed rate of return from the current 8 percent to 7.5 percent. 
• Increasing employee contributions by 0.5 percent on Jan. 1, 2019, and an additional 0.5 percent on Jan. 

1, 2020. 
• Increasing employer contributions by 0.75 percent on Jan. 1, 2019, and an additional 0.75 percent on 

Jan. 1, 2020. 
• Support the phased-in annual $9 million state appropriation that was included in last year’s vetoed 

pension bill. 
• Reducing the interest rate paid on contribution refunds from the current 4 percent to 3 percent. 
• Replacing the current COLA adjustment—1 percent with increase to 2.5 percent when plan funding 

improves—with a flat 1 percent annual COLA adjustment. 
• Eliminating future augmentation of pension benefits for all former members. 
• Resetting the plan’s amortization date to a new 30-year period. 

 
Employers Support the PERA Correctional Plan Changes 
Correctional plan employers support the following recommendations for the plan currently included in the 
current version of the omnibus pension bill: 

• Reducing the assumed rate of return to 7.5 percent from the current 8 percent. 
• Replacing the current 2.5% cost-of-living adjustment (COLA) with an adjustment based on the 

consumer price index, with a minimum of 1 percent and a maximum of 2.5 percent that permanently 
falls to maximum of 1.5% if the plan’s funding ratio falls to 80% or less in any one year or 85% or less 
for any two consecutive years.  

• Reducing the interest rate paid on contribution refunds from the current 4 percent to 3 percent.   
• Eliminating future augmentation of pension benefits for all former members. 

 
VFRA Provisions supported by the League of Minnesota Cities 
The League supports the provision to establish a work group to study modifying the current law requirement 
that all fire state aid must be used for volunteer relief plans to possibly allow the 70+ combination fire 
departments (departments that include both paid on-call and full-time firefighters) to allocate a portion of the 
fire state aid to cover pension costs for full-time firefighters. 
 
The League also supports the change to the VFRA lump-sum benefit increase to apply only to the Eden Prairie 
Volunteer Firefighters Relief Association. Before any change is applied statewide, the League encourages a 
thorough review of the possible impacts on VFRAs across the state.  
 
Thank you again for this opportunity to comment on the initial draft of the 2018 omnibus pension bill.  
 
 
Sincerely,  
 

   
  
Keith E. Carlson,  Gary Carlson,    Matt Hilgart,  
Executive Director,  Director of IGR    Governmental Affairs Representative  
MICA     League of Minnesota Cities  Association of Minnesota Counties   
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