
354.05 TEACHERS RETIREMENT ACT 106

CHAPTER 354 

TEACHERS RETIREMENT ACT
354.41 Teachers Retirement Association, 

eligibility for membership.
354.42 Contributions by employer and employee. 
354.44 Retirement benefits.
354.533 Prior or uncredited.military service credit

purchase.

354.05 DEFINITIONS.
[For text o f subds 1 to 6, see M.S.2004]

Subd. 7. Actuarial equivalent. “Actuarial equivalent” means the. condition of one 
annuity or benefit having an equal actuarial present value as another annuity or benefit, 
determined as of a given date with each actuarial present value based on the 
appropriate mortality table adopted by the board of trustees based on the experience of 
the association as recommended by the actuary retained under section 356.214, and 
approved under section 356.215, subdivision 18, and using the applicable preretirement 
or postretirement interest rate assumption specified in section 356.215, subdivision 8.

[For text o f subds 8 to 13, see M.S.2004]
Subd. 13a. Average salary, (a) “Average salary,” for the purpose of determining 

the member’s retirement annuity, means the average salary upon which contributions 
were made for the highest five successive years of formula service credit.

(b) “Average salary” may. not include any more than the equivalent of 60 monthly 
salary payments.

(c) “Average salary” must be based upon all years of formula service credit if this 
service credit is less than five years.

[For text o f subds 14 to 32, see M.S.2004]
Subd. 35. Salaiy. (a) Subject to the limitations of section 356.611, “salary” means 

the periodic compensation, upon which member contributions are required before 
deductions for deferred compensation, supplemental retirement plans, or other volun­
tary salary reduction programs.

(b) “Salary” does not mean:
(1) lump sum annual leave payments;
(2) lump sum wellness and sick leave payments;
(3) employer-paid amounts used by an employee toward the cost of insurance 

coverage, employer-paid fringe benefits, flexible spending accounts, cafeteria plans, 
health care expense accounts, day care expenses, or any payments in lieu of any 
employer-paid group insurance coverage, including the difference between single and 
family rates that may be paid to a member with single coverage and certain amounts 
determined by the executive director to be ineligible;

(4) any form of payment made in lieu of any other employer-paid fringe benefit or 
expense; .

(5) any form of severance payments;
(6) workers’ compensation payments;
(7) disability insurance payments, including self-insured disability payments;
(8) payments to school principals and all other administrators for services that are 

in addition to the normal work year contract if these additional services are performed 
on an extended duty day, Saturday, Sunday, holiday, annual leave day, sick leave day, 
or any other nonduty day;

(9) payments under section 356.24, subdivision 1, clause (4); and
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107 TEACHERS RETIREMENT ACT 354.094

(10) payments made under section 122A.40, subdivision 12, except for payments 
for sick leave that are accumulated under the provisions of a uniform school district 
policy that applies equally to all similarly situated persons in the district. .

(c) Amounts provided to an employee by the employer through, a grievance 
proceeding or a legal settlement are salary only if the. settlement is reviewed by the 
executive director and the . amounts :are determined, by the executive director to be 
consistent with paragraph (a) and prior determinations., i

[For text ofsubds 35a to 40, see M.S.2004]
History: lSp2005 c 8 art 1 s 16,17; art 3 s 3

354.091 SERVICE CREDIT.
(a) In computing service credit, no teacher may receive credit for more than one 

year of teaching service for any fiscal year. Additionally, in crediting allowable service:
(1) if a teacher teaches less than five hours in a day, service credit must be given 

for the fractional part of the day as the term of service performed bears to five hours;
(2) if a teacher teaches five or more hours in a day, service credit must be given 

for only one day;
(3) if a teacher teaches at least 170 full days in any fiscal year, service credit must 

be given for a full year of teaching service; and
(4) if a teacher teaches for only a fractional part of the year, service credit must be 

given for such fractional part of the year in the same relationship as the period of 
service performed bears to 170 days.

(b) A teacher must receive a full year of service credit based on the number of 
days in the employer’s full school year if that school year is less than 170 days. 
Teaching service performed before July 1, 1961, must be computed under the law in 
effect at the time it was performed.

(c) A teacher must not lose or' gain1 retirement service credit as a result of the 
employer converting to a flexible or alternate work schedule. If the employer converts 
to a flexible or alternate work schedule, the forms for reporting teaching service and 
the procedures for determining service credit must be determined by the executive 
director with the approval of the board of trustees.

(d) For all services rendered on or after July 1, 2003, service credit for all 
members employed by the Minnesota State Colleges and Universities system must be 
determined:

(1) for full-time employees, by the definition of full-time employment contained in 
the collective bargaining agreement for those units listed in section 179A.10, subdivi­
sion 2, or contained in the applicable personnel or salary plan for those positions 
designated in section 179A.10, subdivision 1;

(2) for part-time employees, by the appropriate proration of full-time equivalency 
based on the provisions contained in the collective bargaining agreement for those 
units listed in section 179A.10, subdivision 2, or contained in the applicable personnel 
or salary plan for those positions designated in section 179A.10, subdivision 1, and the 
applicable procedures of the Minnesota State Colleges and Universities system; and

(3) in.no case may a member receive more than one year of service credit for any 
fiscal year. .

History: lSp2005 c 8 art 10s 52

354.094 EXTENDED LEAVES OF ABSENCE.
Subdivision 1. Service credit contributions, (a) Upon granting any extended leave 

of absence undier section 122A.46 or 136F.43, the employing unit granting the leave 
must certify the leave to the association on a form specified by the executive director. 
A member granted an extended leave of absence under section 122A.46 or 136F.43 
may pay employee contributions .and receive allowable service credit toward annuities 
and other benefits under this chapter, for each year of the leave, provided that the
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354.094 TEACHERS RETIREMENT ACT 108

member and the employing board make the required employer contribution in any 
proportion they may agree upon, during the period of the leave. The employer may 
enter into an agreement with the exclusive bargaining representative' of the teachers in 
the district under which, for an individual teacher, all or a portion of the employee’s 
contribution is paid by the employer. Any such agreement must include a sunset of 
eligibility to qualify for the payment'and must not be a part of the collective bargaining 
agreement. The leave period must not exceed five years. A member may not receive 
more than five years of allowable service credit.under this section. The employee and 
employer contributions must be based upon the rates of contribution prescribed by 
section 354.42 for the salary received during the year immediately preceding the 
extended leave.

(b) Employee contribution payments for the years for which a member is receiving 
service credit while on extended leave must be made on or before June 30 of each 
fiscal year for which service credit is to be received. If payment is to be. made by a 
transfer pf pretax assets authorized under section 356.441, payment, is authorized after 
June 30 of the fiscal year providing that authorization for the asset transfer has been 
received by the applicable third party administrator by June 30, and the payment must 
include interest at a rate of .708 percent per month from June 30 through the end of 
the month in which payment is received. No payment is permitted after the following 
September 30.

(c) Notwithstanding the provisions of any agreements to the contrary, employee 
and employer contributions may not be made to receive, allowable service credit if the 
member does not have full reinstatement rights as provided in section 122A.46 or 
136F.43, both during arid at the end of the extended leave..

, (d) Any school district paying the employee’s retirement contributions under this 
section shall forward to the applicable retirement association or retirement fund a copy 
of the agreement executed by the school district and the employee.

[For text o f subds 2 to 6, see M.S.2004]

History: !Sp2005 c 8 art 3 s 4

354.10 FUNDS NOT SUBJECT TO ASSIGNMENT OR PROCESS; BENEFICIARIES.

Subdivision 1. Exemption; exceptions, (a) The provisions of section 356.401 apply 
to the teachers retirement plan.

(b) The right pf a teacher to take, advantage of . the benefits provided by this 
chapter, is a personal right only and is not assignable. All money , to the credit of a 
teacher’s account in the fund or any money payable to the teacher from the fund 
belongs to the state of Minnesota until actually paid to the teacher or a beneficiary 
under this chapter.

(c) The association may acknowledge a properly completed power of attorney 
form.

Subd. 2. [Repealed, lSp2005 c 8 art 10 s 81]
Subd. 3. Payment to public bodies. If, in the judgment of the executive director, 

conditions so warrant, payment of an annuity, a retirement benefit, or a refund may be 
made to a public body in behalf of an annuitant, disabilitant, or survivor upon such 
terms as the executive director may prescribe.

Subd. 4. Changes in designated beneficiaries, (a) A beneficiary designated by a 
retiree or member'under section 354.05, subdivision 22, may be changed or revoked by 
the retiree or member on a form provided by the, executive director.. ^

(b) A change or revocation made under this subdivision is valid only if the 
properly completed form is received by the association .on or before the date of death 
of the retiree or the member.
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109 TEACHERS RETIREMENT ACT 354.42

(c) If a designated beneficiary dies before the retiree Or member designating the 
beneficiary and a new beneficiary is not designated, the retiree’s or member’s estate is 
the beneficiary.

History: !Sp2005 c 8 art 10 s. 53-55

354.33 COMPUTATION OF RETIREMENT ANNUITIES.

Subd: 5. Retirees not eligible for federal benefits. Notwithstanding the provisions 
of section 354.55, subdivision 3, when any person retires after July 1, 1973, who (1) has 
ten or more years of allowable service, and (2) does not have any retroactive Social 
Security coverage by reason of the person’s position in the retirement system, and (3) 
does not qualify for federal old age and survivor primary benefits at the time of 
retirement, the annuity must be computed under section 354.44, subdivision 2, of the 
law in effect on June 30, 1969, except that accumulations after June 30, 1957, must be 
calculated using the same mortality table and interest assumption as are used to 
transfer the required reserves to the Minnesota postretirement investment fund.

[For text o f subd 6, see M.S.2004]

History: lSp2005 c 8 art 10 s 56

354.39 EFFECTIVE DATE; APPLICATION.
: A member of the Teachers Retirement Association who is employed in a iiew state 

university or any other new institution of higher learning not included in any agreement 
or modification made between the state and the federal Secretary of Health and 
Human Services, making the provisions of the federal Old Age, Survivors and Disability 
Insurance Act applicable to such members, must be covered under the provisions of 
this chapter applicable to coordinated members.

History: lSp2005 c 8 art 10 s 57

354.41 TEACHERS RETIREMENT ASSOCIATION, ELIGIBILITY FOR MEMBER­
SHIP.

Subd. 2. Teachers. Every teacher in the service of the state or one of its 
governmental subdivisions as a teacher, except persons specifically excluded, must 
become a member of the association by the acceptance of such employment.

[For text o f subds 4 to 7, see M.S.2004]

History: lSp2005 c 8 art 10 s 58

354.42 CONTRIBUTIONS BY EMPLOYER AND EMPLOYEE.
Subd. la. Teachers retirement fund, (a) Within the Teachers Retirement Associa­

tion and the state treasury is created a special retirement fund, which must include all 
the assets of the Teachers. Retirement Association and all revenue of the association. 
The fund is the continuation of the fund established under Laws 1931, chapter 406, 
section 2, notwithstanding the repeal of Minnesota Statutes 1973, section 354.42, 
subdivision 1, by Laws 1974, chapter 289, section 59.

(b) The teachers retirement fund must be credited with all employee and employer 
contributions, all investment revenue and gains, and all other income authorized by 
law.

(c) From the teachers retirement fund is appropriated the payments of annuities 
and benefits authorized by this chapter, the transfers to the Minnesota postretirement 
investment fund, and the reasonable and necessary expenses of administering the fund 
and the. association.

[For text o f subds 2 to 7, see M.S.2004]

History: lSp2005 c 8 art10 s 59
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354.44 TEACHERS RETIREMENT ACT 110

354.44 RETIREMENT BENEFITS.

[For text o f subds 1 and la, see M.S.2004]

Subd. 2. Computation of money purchase annuity, (a) The amount of retirement 
annuity is an amount equal to double the annuity which could be purchased by the 
member’s accumulated deductions plus interest thereon. The annuity must be deter­
mined by the member’s age, sex, double the amount of accumulated deductions, double 
the amount of interest earned on . the accumulated deductions, and th e . appropriate 
mortality tables and interest rates. To determine the amount of the annuity for a basic 
member, the accumulated deductions before July 1, 1957, and the accumulated 
deductions, after July 1,1957, must be considered separately.

(b) For service rendered before July 1, 1957,. the accumulated deductions for a 
member must be carried forward at a fixed amount which is shown credited to the 
member’s account as of that date. That fixed amount must also include any payments in 
lieu of salary, deductions which were actually so made under an agreement executed 
between the member and the board as authorized by section 354.50 or any other 
authorized payments made by the member to the fund. The annuity granted with 
respect to the period must be determined as follows:

(1) the fixed amount of the accumulated deductions for the period including the 
interest credited on the amount as earned up to July 1,1957; and

(2) annuity purchase rates based on the applicable mortality table established by 
the board and the interest rate assumption in effect before July 1, 1957, in the case of 
basic members and an annuity purchase rate based on an appropriate annuity table of 
mortality established by the board as provided in section 354.07, subdivision 1, and 
using the applicable postretirement interest rate assumptipn specified in section
356.215, subdivision 8, in the case of coordinated members.

(c) For service rendered after July 1, 1957, the accumulated deductions for a 
member must consist of the amounts actually credited to the member’s account by 
reason of salary deductions. The annuity granted with respect to the period must be 
determined by the following:

(1) accumulated deductions for the period;
(2) interest credited on these accumulated deductions from July 1, 1957, to the 

date of retirement;
(3) interest credited on accumulated deductions including prior credited interest 

provided in paragraph (b) from July 1, 1957, to the. date of retirement;
(4) after the amount available for an annuity granted with respect to the person is 

determined in accordance with the provisions of this subdivision, an additional amount 
equal to 20 percent of the sum of clause. (1) plus interest credited to a member’s 
account from July 1, 1957, to date of retirement is to be added. This added amount is 
not to be doubled as provided for other amounts determined in this subdivision; and

(5) the annuity purchase rate based bn an appropriate annuity table of mortality 
established by the board as provided in section 354.07, subdivision , 1, and using the 
applicable postretirement interest rate assumption specified in section 356.215, subdivi­
sion 8.

[.For text o f subds 3 to 5a, see M-S.2004]

Subd. 6. Computation of formula program retirement annuity, (a) The formula 
retirement annuity must be computed in accordance with the applicable provisions of 
the formulas stated in paragraph (b) or (d) on the basis of each member’s average 
salary under section 354.05, subdivision 13a, for the period of the member’s formula 
service credit.

(b) This paragraph, in conjunction with paragraph (c), applies to a person who first 
became a member of the association or a member of a pension fund listed in section 
356.30, subdivision 3, before July 1, 1989, unless paragraph (d), in conjunction with 
paragraph (e), produces a higher annuity amount, in which case paragraph (d) applies.
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The average salary as defined in section 354.05, subdivision 13a, multiplied by the 
following percentages per year of formula service credit shall determine the amount of 
the annuity to which the member qualifying therefor is entitled:

(c)(i) This paragraph applies only to a person who first became a member of the 
association or a member of a pension fund listed in section 356.30, subdivision 3, 
before July 1, 1989, and whose annuity is higher when calculated under paragraph (b), 
in conjunction with this paragraph than when calculated under paragraph (d), in 
conjunction with paragraph (e).

(ii) Where any member retires prior to normal retirement age under a formula 
annuity, the member shall be paid a retirement annuity in an amount equal to the 
normal annuity provided in paragraph (b) reduced by one-quarter of one percent for 
each month that the member is under normal retirement age at the time of retirement 
except that for any member who has 30 or more years of allowable service credit, the 
reduction shall be applied only for each month that the member is under age 62.

(iii) Any member whose attained age plus credited allowable service totals 90 years 
is entitled, upon application, to a retirement annuity in an amount equal to the normal 
annuity provided in paragraph (b), without any reduction by reason of early retirement.

(d) This paragraph applies to a member who has become at least 55 years old and 
first became a member of the association after June 30, 1989, and to any other member 
who has become at least 55 years old and whose annuity amount when calculated under 
this paragraph and in conjunction with paragraph (e), is higher than it is when 
calculated under paragraph (b), in conjunction with paragraph (c). The average salary, 
as defined in section 354.05, subdivision 13a, multiplied by the percent specified by 
section 356.315, subdivision 4, for each year of service for a basic member and by the 
percent specified in section 356.315, subdivision 2, for each year of service for a 
coordinated member shall determine the amount of the retirement annuity to which 
the member is entitled.

■ (e) This paragraph applies to a person who has become at least 55 years old and 
first becomes a member of the association after June 30, 1989, and to any other 
member who has become at least 55 years old and whose annuity is higher when 
calculated under paragraph (d) in conjunction with this paragraph than when calculated 
under paragraph (b), in conjunction with paragraph (c). An employee who retires 
under the formula annuity before the normal retirement age shall be paid the normal 
annuity provided in paragraph (d) reduced so that the reduced annuity is the actuarial 
equivalent of the annuity that would be payable to the employee if the employee 
deferred receipt of the annuity and the annuity amount were augmented at an annual 
rate of three percent compounded annually from the day the annuity begins to accrue 
until the normal retirement age.

(f) No retirement annuity is payable to a former employee with a salary that 
exceeds 95 percent of the governor’s salary unless and until the salary figures used in 
computing the highest five successive years average salary under paragraph (a) have 
been audited by the Teachers Retirement Association and determined by the executive

Each year of service 
thereafter.

Each year of service 
during first ten

Coordinated Member 
the percent 
specified in 
section 356.315, 
subdivision 1, 
per year 
the percent 
specified in 
section 356.315, 
subdivision 2, 
per year

Basic Member 
the percent 
specified in 
section 356.315, 
subdivision 3, 
per year 
the percent 
specified in 
section 356.315, 
subdivision 4, 
per year
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director to comply with the requirements and. limitations of section 354.05, subdivisions 
35 and 35a.

[For text o f subds 6a to 9, see M.S.2004]

History: lSp2005 c 8 art 1 s 18; art 10 s 60

354.533 PRIOR OR UNCREDITED MILITARY SERVICE CREDIT PURCHASE.
Subdivision 1. Service credit purchase authorized. A teacher who has at least three 

years of allowable service credit with the Teachers Retirement Association and who 
performed service in the United States armed forces before becoming a teacher as 
defined in section 354.05, subdivision 2, or who failed to obtain service credit for a 
military leave of absence under the provisions of section 354.53, is entitled to purchase 
allowable and formula service credit for the initial period of enlistment, induction, or 
call to active duty without any voluntary extension by making payment under section
356.551 provided the teacher has not purchased service credit from any other Minneso­
ta defined benefit public employee pension plan for the same period of service.

[For text o f subd 2, see M.S.2004]

Subd. 3. Service credit grant. Allowable and formula service credit for the 
purchase period must be granted by the Teachers Retirement Association to the 
purchasing teacher upon receipt of the purchase payment amount. Payment must be 
made before the teacher’s effective date of retirement.

Histoiy: 2005 c 10 art 5 s 4

354.59 [Repealed, lSp2005 c 8 art 10 s 81]
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