SOUTHWEST MINNESOTA STATE UNIVERSITY

Human Resources Internal Procedure

Retirement Plans

In most positions at Southwest Minnesota State University employees are required to be covered by one of MnSCU’s primary retirement plans.  Certain unclassified employees (generally, those who have always been employed for less that 25% of a full-time position) and classified employees (temporary and emergency hires) may not be covered by a primary retirement plan.  There are two types of retirement plans at Southwest Minnesota State University.  Some employees have a choice of which plan they want to participate in and some don’t.  The two types of plans are as follows:  

1. Defined Benefit Plan 

Defined Benefit Plan Names: 

Minnesota State Retirement System (MSRS)

Teachers Retirement Association (TRA)
· MSRS is the mandatory plan for all eligible classified employees and TRA is a choice for most retirement eligible unclassified employees.

· These defined benefit plans are sometimes called pension plans.  This type of plan provides a benefit at retirement based on a formula that takes into account the employee’s years of service, high-five compensation and the age at which the employee begins to receive benefits.  The basic benefit is NOT based on how much an employee and employer contribute or how successful the investment manager is.

· A person under this type of plan need not make any decisions until they retire, and then they are eligible to choose one of six plans offering a lifetime benefit and a guaranteed annual cost of living increase as long as the employee has at least 3 years of full-time service with MSRS.

· The plan provides monthly retirement benefits beginning as early as age 55.  Participants can qualify for full retirement between ages 65 and 66.  Employees hired before July 1, 1989 can qualify for an unreduced retirement benefit, if the combination of age and years of service totals 90.  Disability and survivor benefits are available.  

· You are vested after only three years of teaching service, allowing you to leave your contributions in TRA to grow with interest until you retire.  Vesting simply means you have earned enough service credit to be eligible for a benefit other than a refund of your contributions.  This protects your pension coverage if you decide to leave your TRA-covered position.  

2. Defined Contribution Plan

Defined Contribution Plan names:

The Individual Retirement Account Plan (IRAP)

Supplemental Retirement Account Plan (SRP)

· IRAP is an available choice only to unclassified employees.  This plan provides the employee a benefit at retirement based on the amount of employee and employer contributions and the market value change (earnings).  The investment employees select, and the performance of those investments, over time will have a significant effect on the amount of the employee’s retirement benefit.  

· The contributions, including employee and employors are vested on the date of hire.  This means that the employee own all dollars in their account at all times, regardless of when the employee terminates service, retire, or becomes disabled.  The account balance is always the employees’ so they can withdraw or rollover the total account balance at retirement or termination.  

The following is a brief description of which employees are covered by which plan (s). 

1. Council 6 MAPE, MMA, MAPE and Commissioner’s Plan-Classified Employees Retirement Plan:  Minnesota State Retirement System (MSRS) 

· Mandatory Plan

· Pre-tax Salary contribution Amounts:  4% employee and 4% employer 

· Defined Benefit Plan as described on the first page

Most unlimited appointments are covered, and deductions are taken.  An employee’s appointment must meet specific eligibility criteria before MSRS retirement coverage is effective.  Emergency and temporary appointments are not eligible for retirement benefits.

2. MSUAASF and IFO – Unclassified Employees Retirement Plan Choices:  

· Teacher’s Retirement Association (TRA)

Pre-tax Salary Contribution Amount:  5% employee and 5% employer 

Defined Benefit Plan as described on the first page

· Individual Retirement Account Plan (IRAP)

Pre-tax Salary Contribution Amount: 4.5% employee and 6% employer 

Defined Contribution Plan as described on the first page 

A faculty member or an unclassified MSUAASF administrator employed for more than 25% of an academic year is eligible and has a choice to participate in one of the state sponsored retirement plans listed above.  The eligible employee must elect one of the plans within 90 days.  The election is irrevocable and applies to all subsequent qualified employment with MnSCU.  

3. MnSCU Administrators – Unclassified Employees Retirement Plan: 

· Individual Retirement Account Plan (IRAP) 

Pre-tax Salary Contribution Amounts:  4% employee and 6% employer 

Defined Contribution Plan as described on the first page 

New MnSCU Administrators are automatically enrolled in the Individual Retirement

Account Plan, with one exception.  If a MnSCU Administrator has been employed with the State of Minnesota prior to July 1, 1995, he/she is eligible to elect to participate in IRAP or MSRS (4% employee and 6% employer contributions).  The election is irrevocable and applies to all subsequent qualified employment with MnSCU. 

4. Unclassified employees (IFO, MSUAASF and MnSCU Administrators) 

· Supplemental Retirement Account (SRA) 
Unclassified employees (IFO, MSUAASF and MnSCU Administrators) who acquire two years of full-time service are automatically enrolled in the Supplemental Retirement Account (SRA) plan.  This is a defined contribution plan in which an additional retirement contribution amount of 5% employee and 5% employer will be withheld on a pre-tax basis from paychecks on a portion of each fiscal year’s salary.  This amount is in addition to the TRA or IRAP dollars.   

