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In the opinion of Kennedy & Graven, Chartered, Bond Counsel, based on present federal and Minnesota laws, regulations, rulings and decisions (which excludes any 
pending legislation which may have a retroactive effect), and assuming compliance with certain covenants, interest to be paid on the Revenue Bonds is excluded from 
gross income for federal income tax purposes and, to the same extent, from taxable net income of individuals, estates and trusts for Minnesota income purposes, and is 
not a preference item for purposes of computing the federal alternative minimum tax or the Minnesota alternative minimum tax imposed on individuals, trusts, and 
estates.  Such interest is taken into account in determining adjusted current earnings for the purpose of computing the federal alternative minimum tax imposed on 
certain corporations and is subject to Minnesota franchise taxes on corporations (including financial institutions) measured by income and the alternative minimum tax 
base.  No opinion will be expressed by Bond Counsel regarding other state or federal tax consequences caused by the receipt or accrual of interest on the Revenue 
Bonds or arising with respect to ownership of the Revenue Bonds.  See "The Revenue Bonds - Tax Exemption” and “Other Federal and State Tax Considerations” 
herein. 
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2013 $1,655,000  2.000% .200% .200% BF0 2020 $1,785,000 2.000% 1.380% 1.380% BN3 
2014 $1,570,000  2.000% .300% .300% BG8 2021 $1,835,000 2.000% 1.580% 1.580% BP8 
2015 $1,610,000 2.000% .400% .400% BH6 2022 $1,875,000 2.000% 1.710% 1.710% BQ6 
2016 $1,645,000  2.000% .500% .500% BJ2 2023 $1,915,000 4.000% 1.850% 1.850% BR4 
2017 $1,675,000  2.000% .680% .680% BK9 2024 $1,845,000 4.000% 1.950% 1.950% BS2 
2018 $1,710,000  2.000% .910% .910% BL7 2025 $1,000,000 4.000% 2.050% 2.050% BT0 
2019 $1,760,000  2.000% 1.150% 1.150% BM5       

 
The Retirement System Building Revenue Refunding Bonds, Series 2012 (the “Revenue Bonds”) bear interest from their date 

of delivery payable on June 1 and December 1, commencing on December 1, 2012.  The Revenue Bonds mature on June 1 in the 
years, in the principal amounts, at the interest rates per annum, and at the yields and prices set forth above.  The Revenue Bonds 
maturing on and after June 1, 2023 will be subject to redemption and prepayment at the option of the Commissioner of Minnesota 
Management and Budget on June 1, 2022, and any date thereafter at a price of par plus accrued interest. 

THE REVENUE BONDS ARE BEING ISSUED UNDER AND PURSUANT TO MINNESOTA STATUTES, SECTION 356B.10, AND AN 
ORDER OF THE COMMISSIONER OF MINNESOTA MANAGEMENT AND BUDGET DATED AUGUST 9, 2012 (THE “ORDER”), AND ARE 
SPECIAL OBLIGATIONS OF THE STATE PAYABLE SOLELY FROM AND SECURED BY CERTAIN PLEDGED ASSETS.  THE PLEDGED 
ASSETS INCLUDE CERTAIN PAYMENTS MADE BY THE MINNESOTA STATE RETIREMENT SYSTEM, TEACHERS RETIREMENT 
ASSOCIATION, AND PUBLIC EMPLOYEES RETIREMENT ASSOCIATION (COLLECTIVELY, THE “RETIREMENT SYSTEMS”), HELD 
IN THE PENSION BUILDING DEBT SERVICE FUND AND CERTAIN AVAILABLE ASSETS OF THE RETIREMENT SYSTEMS TO THE 
EXTENT AND IN THE MANNER SET FORTH IN A JOINT PAYMENT AND PLEDGE AGREEMENT BETWEEN THE COMMISSIONER OF 
MINNESOTA MANAGEMENT AND BUDGET AND THE RETIREMENT SYSTEMS.  THE REVENUE BONDS ARE NOT GENERAL 
OBLIGATIONS OF THE STATE, AND ARE NOT SECURED BY THE PLEDGE OF THE FULL FAITH AND CREDIT AND TAXING 
POWERS OF THE STATE.  THE REVENUE BONDS AND THE INTEREST THEREON ARE NOT PAYABLE, IN WHOLE OR IN PART, 
FROM ANY STATE TAX. 

The Revenue Bonds will be available to purchasers in book entry form only, and initially will be registered in the name of 
Cede & Co., nominee of The Depository Trust Company, New York, New York (“DTC”), which will act as securities depository for 
the Revenue Bonds.  The Bank of New York Mellon Trust Company, N.A., in Dallas, Texas will act as Bond Registrar and Paying 
Agent for the Revenue Bonds. 

The Revenue Bonds are offered by the State subject to the legal opinion of Kennedy & Graven, Chartered, Bond Counsel, as 
to the validity of the Revenue Bonds and tax exemption, and of the State Attorney General as to the validity and enforceability of the 
Joint Payment and Pledge Agreement.  Delivery will be made on or about August 9, 2012.  This cover page contains certain 
information for quick reference only.  It is not a summary of this issue.  Investors must read the entire Official Statement to 
obtain information essential to the making of an informed investment decision. 

Unless otherwise indicated, information contained in this Official Statement is based upon material provided by the State and 
the Retirement Systems and available at the date of publication of the Official Statement. 
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No dealer, broker, salesman or other person has been authorized by the State or the Retirement Systems to give any 
information or to make any representations with respect to the Revenue Bonds other than those contained in this Official Statement 
and, if given or made, such other information or representations must not be relied upon as having been authorized by the State or the 
Retirement Systems.  Certain information contained herein has been obtained from sources other than records of the State or the 
Retirement Systems and is believed to be reliable, but it is not guaranteed. Information and expressions of opinion herein are subject 
to change without notice, and neither the delivery of this Official Statement nor any sale made hereunder shall under any 
circumstances create any implication that there have not been any changes in the affairs of the State since the date hereof. 

The CUSIP numbers are included on the inside cover page of this Official Statement for the convenience of the owners and 
potential owners of the Revenue Bonds.  No assurance can be given that the CUSIP numbers for the Revenue Bonds will remain the 
same after the date of issuance and delivery of the Revenue Bonds. 

The Revenue Bonds have not been registered under the Securities Act of 1933, as amended, or the securities laws of any 
state, in reliance upon exemptions contained in such act.  The registration or qualification of the Revenue Bonds in accordance with 
applicable provisions of securities laws of the states in which the Revenue Bonds have been registered or qualified and the exemption 
from registration or qualification in other states cannot be regarded as a recommendation thereof.  Neither these states nor any of their 
agencies have passed upon the merits of the Revenue Bonds or the accuracy or completeness of this Official Statement.  Any 
representation to the contrary may be a criminal offense. 

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF 
THE RETIREMENT SYSTEMS AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS 
INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY REGULATORY AUTHORITY.  
FURTHERMORE, NO REGULATORY AUTHORITY HAS CONFIRMED THE ACCURACY OR DETERMINED THE 
ADEQUACY OF THIS DOCUMENT.  ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

The Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of 
the Revenue Bonds by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. 

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING 
STATEMENTS IN THIS OFFICIAL STATEMENT 

Certain statements included or incorporated by reference in this Official Statement constitute “forward looking statements.”  
Such statements generally are identifiable by the terminology used such as “plan,” “expect,” “anticipate,” “estimate,” “budget,” or 
other similar words.  Such forward-looking statements include, but are not limited to, certain statements contained in the forepart of 
this Official Statement under the caption “RISK FACTORS.” 

The achievement of certain results or other expectations contained in such forward-looking statements involves known and 
unknown risks, uncertainties, and other factors which may cause actual results, performance, or achievements described to be 
materially different from any future results, performance, or achievements expressed or implied by such forward-looking statements.  
The State does not plan to issue any updates or revisions to those forward-looking statements if or when its expectations, or events, 
conditions, or circumstances on which such statements are based, occur or do not occur. 
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INTRODUCTION 

General 

This Official Statement, including the cover page and Appendices A through H (the “Official Statement”), has 
been prepared by the Department of Management and Budget of the State (also known as “Minnesota Management and 
Budget”) and the Retirement Systems (as defined herein) to furnish information relating to $21,880,000 Retirement 
Systems Building Revenue Refunding Bonds, Series 2012 of the State of Minnesota (the “State”) dated as of the date of 
issuance (the “Revenue Bonds”), to prospective purchasers and purchasers of the Revenue Bonds. This Introduction 
contains only a brief description of or references to a portion of such information, and prospective purchasers and 
purchasers should read the entire Official Statement. Terms which are capitalized in the text of this Official Statement are 
defined in “APPENDIX A — DEFINED TERMS” or in the text of this Official Statement. These definitions should be 
read in conjunction with the text. 

Authorization and Purpose 

The Revenue Bonds are being issued by the State acting through the Commissioner of Minnesota Management 
and Budget (the “Commissioner”) pursuant to Minnesota Statutes, Section 356B.10 (the “Act”) for a current refunding of 
the $29,000,000 Retirement System Building Revenue Bonds, Series 2000 (the “Prior Bonds”) which were issued to 
finance the acquisition, design, construction and equipping of a building and related facilities (collectively, the “Facility”) 
jointly occupied by the Minnesota State Retirement System (“MSRS”), the Teachers Retirement Association (“TRA”) and 
the Public Employees Retirement Association (“PERA”) (collectively, the “Retirement Systems”).  The Retirement 
Systems were each established by the Minnesota Legislature to administer three separate pension plans.  For a description 
of the Retirement Systems see the information herein under the heading “THE RETIREMENT SYSTEMS.”  For a more 
detailed description of the Facility see the information herein under the heading entitled “THE FACILITY”. 

Bond Terms 

The Revenue Bonds mature on the dates and in the principal amounts and bear interest at the annual rates shown 
on the cover page hereof. Such interest is computed on the basis of a 360-day year of twelve 30-day months, and is payable 
semiannually on each June 1 and December 1 to maturity or prior redemption, commencing December 1, 2012.  If 
principal or interest is due on a date on which commercial banks located in the State are not open for commercial business, 
then payment will be made on the first day thereafter when such banks are open for business. The Revenue Bonds are 
subject to redemption and prepayment at the option of the State on the terms and conditions stated in the section hereof 
entitled “THE REVENUE BONDS - Redemption and Prepayment.” 

The Revenue Bonds are issued in book entry form and in denominations of $5,000 or multiples thereof of a single 
maturity.  The Revenue Bonds will be initially registered in the name of Cede & Co., nominee of The Depository Trust 
Company, New York, New York, which will act as securities depository for the Revenue Bonds.  Accordingly, printed 
Revenue Bonds will not be available to purchasers of the Revenue Bonds.  For a description of the book entry system 
pursuant to which the Revenue Bonds will be issued, see the information under the caption “BOOK ENTRY SYSTEM.” 

Security 

The Revenue Bonds are not general obligations of the State and are not secured by a pledge of the full faith and 
credit and taxing powers of the State.  The Revenue Bonds and interest thereon are not payable in whole or in part from 
any state tax. 

The Revenue Bonds are being issued under and pursuant to the Act and an Order of the Commissioner dated as of 
August 9, 2012 (the “Order”).  The Revenue Bonds constitute valid and binding special obligations of the State payable 
solely from and secured by certain Pledged Assets as provided in the Joint Payment and Pledge Agreement and the Order.  
The Pledged Assets comprise semiannual payments made by the Retirement Systems pursuant to the Joint Payment and 
Pledge Agreement for deposit in the Pension Building Debt Service Fund and certain Available Assets (as defined herein) 
of the Retirement Systems to the extent set forth in the Joint Payment and Pledge Agreement.  Pursuant to the Joint 
Payment and Pledge Agreement each Retirement System has granted the Commissioner a security interest in a portion of 
its Available Assets to secure payment of their respective Debt Service Payments.  The pledge and security interest 
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attaches to the Available Assets only upon the occurrence of a Debt Service Payment Default, and only in the amount of 
the Debt Service Payment then in default.  See the information herein under the heading “SECURITY FOR THE 
REVENUE BONDS” and the summary of the Joint Payment and Pledge Agreement included in Appendix B attached 
hereto.  See the definition of Excluded Assets in Appendix A attached hereto for a complete definition of amounts which 
are excluded from the definition of Available Assets.  The financial statements of each of the Retirement Systems for the 
Fiscal Year ending June 30, 2011 are included in Appendix C attached hereto. 

For further information as to the security for the Revenue Bonds and the Pledged Assets see sections herein 
entitled “SECURITY FOR THE REVENUE BONDS” and the summary of the Joint Payment and Pledge Agreement in 
Appendix B attached hereto.  For information as to the credit ratings assigned to the Revenue Bonds by various rating 
agencies, see the section hereof entitled “RATINGS”. 

Risk Factors 

The Revenue Bonds and the interest thereon are payable solely from and secured by certain Pledged Assets as 
defined and provided in the Joint Payment and Pledge Agreement and the Order. The availability and sufficiency of these 
Pledged Assets is subject to factors over which the Commissioner, the State, and in some respects the Retirement Systems, 
have no control. These and related risk factors affecting the Revenue Bonds are discussed in the section of this Official 
Statement entitled “RISK FACTORS” and should be reviewed by prospective purchasers and purchasers of the Revenue 
Bonds.  

Legal Opinions – Tax Exemption 

The Revenue Bonds will be approved as to validity by Kennedy & Graven, Chartered, bond counsel.  The opinion 
as to validity and enforceability of the Joint Payment and Pledge Agreement will be rendered by the State Attorney 
General. 

In the opinion of Kennedy & Graven, Chartered, bond counsel to the State, according to present federal and 
Minnesota laws, regulations, rulings, and decisions, interest on the Revenue Bonds is excludable from gross income for 
federal income tax purposes and, to the same extent, from taxable net income of individuals, estates, and trusts for 
Minnesota income tax purposes.  Interest on the Revenue Bonds is subject to Minnesota franchise taxes imposed on 
corporations and financial institutions.  Interest on the Revenue Bonds is not an item of tax preference for purposes of the 
federal alternative minimum tax applicable to all taxpayers or the Minnesota alternative minimum tax applicable to 
individuals, estates, and trusts. 

Additional information with regard to tax matters relating to the Revenue Bonds is provided under the caption 
“TAX EXEMPTION” and “OTHER FEDERAL AND STATE TAX CONSIDERATIONS” and in “APPENDIX F – 
FORM OF BOND COUNSEL OPINION” in this Official Statement. 

Continuing Disclosure 

The Commissioner and the Retirement Systems, in a Continuing Disclosure Undertaking (the “Undertaking”), 
have covenanted and agreed on behalf of the State, for the benefit of the holders of the Revenue Bonds from time to time, 
to comply with the continuing disclosure provisions of Securities and Exchange Commission Regulation, 17 C.F.R. 
Section 240.15c2-12(b)(5) (the “Rule”).  For this purpose, the Commissioner and the Retirement Systems have agreed to 
provide annual financial information of the type included in this Official Statement and notice of the occurrence of events 
which materially affect the terms, payment, security, rating, or tax status of the Revenue Bonds to the Electronic Municipal 
Market Access system (“EMMA”) operated by the Municipal Securities Rulemaking Board as a nationally recognized 
municipal securities information repository and the exclusive portal for complying with the continuing disclosure 
requirements of the Rule.  The State and the Retirement Systems are the only “obligated persons” in respect of the Revenue 
Bonds within the meaning of the Rule.  The Commissioner and the Retirement Systems are not in default with respect to 
any continuing disclosure obligation in connection with any outstanding general obligation or revenue bond of the State.  
Additional information with respect to such continuing disclosure obligations is set forth under the caption 
“CONTINUING DISCLOSURE” and in “APPENDIX E — CONTINUING DISCLOSURE UNDERTAKING” in this 
Official Statement 
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Additional Information 

Questions regarding this Official Statement should be directed to:  Kristin Hanson, Assistant Commissioner, 
Department of Management and Budget, 400 Centennial Office Building, Saint Paul, Minnesota 55155, telephone (651) 
201-8030, email kristin.hanson@state.mn.us; or Susan Gurrola, Financial Bond Analyst, Department of Management and 
Budget, 400 Centennial Office Building, Saint Paul, Minnesota 55155, telephone (651) 201-8046, email 
sue.gurrola@state.mn.us.  Questions regarding legal matters should be directed to Stephen Bubul, Kennedy & Graven, 
Chartered, 470 U.S. Bank Plaza, 200 South Sixth Street, Minneapolis, Minnesota 55402, telephone (612) 337-9228, email 
sbubul@kennedy-graven.com, or Jenny Boulton, Kennedy & Graven, Chartered, 470 U.S. Bank Plaza, 200 South Sixth 
Street, Minneapolis, Minnesota 55402, telephone (612) 337-9202, email jboulton@kennedy-graven.com.  Questions 
regarding the Retirement Systems should be directed to David Bergstrom, Executive Director of the Minnesota State 
Retirement System, 60 Empire Drive, Suite 300, St. Paul, Minnesota 55103, telephone (651) 284-7888. 

THE REVENUE BONDS 

Authorization and Purpose 

The Revenue Bonds are being issued by the State, acting by and through the Commissioner, pursuant to the Act 
and the Order. The Revenue Bonds are being issued to refund the Prior Bonds, which were issued to finance the 
acquisition, design, construction and equipping of a building and related facilities (collectively, the “Facility”) held in trust 
by the State for the Retirement Systems as tenants in common. The Facility is jointly controlled by the Retirement Systems 
and occupied by the Retirement Systems and certain other State agencies.  For a more detailed description of the 
Retirement Systems and Facility see the sections herein entitled “THE RETIREMENT SYSTEMS” and “THE 
FACILITY”. 

Revenue Bond Terms 

The Revenue Bonds mature on the dates and in the principal amounts and bear interest at the annual rates shown 
on the cover page hereof. Such interest is computed on the basis of a 360-day year of twelve 30-day months, and is payable 
semiannually on each June 1 and December 1 to maturity or prior redemption, commencing December 1, 2012. If principal 
or interest is due on a date that is not a Business Day, then payment will be made on the next Business Day. 

Redemption and Prepayment 

Revenue Bonds maturing before June 1, 2023 will not be subject to redemption prior to their stated maturity dates, 
but Revenue Bonds maturing on or after June 1, 2023 will be subject to redemption and prepayment by the State at its 
option on June 1, 2022 and any date thereafter, in whole or in part, in an order determined by the State and by lot within 
each maturity, at a price of par plus accrued interest to the date specified for redemption. 

Notice of any redemption of Revenue Bonds will be published in financial newspapers circulated in the Minneapolis-St. 
Paul metropolitan area and in the Borough of Manhattan, City and State of New York, not less than 30 days before the 
redemption date, stating: (i) the series, original date of issue, maturity dates, CUSIP numbers, and interest rates of the 
Revenue Bonds to be redeemed, (ii) if less than all Revenue Bonds of any maturity are to be redeemed, the registration 
numbers of those to be redeemed, (iii) the principal amount to be redeemed if less than the entire principal amount of any 
Revenue Bonds, (iv) the redemption date and price and the name and address of the paying agent where such Revenue 
Bonds may be presented for payment, (v) that on the redemption date the redemption price of the Revenue Bonds or 
portions thereof to be redeemed will be payable, and (vi) that after the redemption date interest will cease to accrue or be 
payable thereon.  Notice will also be mailed to the registered owner of any such Revenue Bonds at the address shown on 
the bond register, not less than 20 days before the redemption date.  During the period when the book entry system is in 
effect, the Revenue Bonds will be registered in the name of the nominee of the Depository Trust Company (the “DTC”) or 
another securities depository designated for this purpose as indicated in the section hereof entitled “THE REVENUE 
BONDS - Book Entry System,” and thus notice of redemption will be mailed only to such securities depository which in 
turn is obligated to notify its participants who are obligated to notify the Beneficial Owners of the Revenue Bonds.  
However, the State assumes no responsibility with respect to the giving of such notice of redemption by the securities 
depository or its participants. 
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Notice of redemption having been so published and mailed, the Revenue Bonds or portion of Revenue Bonds 
therein specified shall be due and payable at the specified redemption date and price, with accrued interest, and funds for 
such payment being held by or on behalf of the paying agent so as to be available therefor, interest thereon shall cease to 
accrue, and such Revenue Bonds or portions thereof shall no longer be considered outstanding under the Order.  The 
failure to publish notice of redemption shall not affect the validity or effectiveness of mailed notice, and the failure to mail 
notice to any registered owner, or any defect in the notice mailed to any registered owner, shall not affect the validity or 
effectiveness of the notice of redemption mailed to any other registered owner. 

BOOK ENTRY SYSTEM 

 
The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the Revenue 

Bonds. The Revenue Bonds will be issued as fully-registered securities registered in the name of Cede & Co. (DTC’s 
partnership nominee) or such other name as may be requested by an authorized representative of DTC. One fully-registered 
Bond certificate will be issued for each maturity for the Revenue Bonds in the aggregate principal amount thereof and will 
be deposited with DTC. 

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking organization” 
within the meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing corporation” 
within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the 
provisions of Section 17A of the Securities Exchange Act of 1934, as amended. DTC holds and provides asset servicing for 
U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments that DTC’s 
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct 
Participants of sales and other securities transactions in deposited securities through electronic computerized book-entry 
transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities 
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, 
clearing corporations, and certain other organizations. 

DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the 
holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which 
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is 
also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly 
(“Indirect Participants”). DTC has a Standard & Poor’s rating of AA+. The DTC Rules applicable to its Direct Participants 
and Indirect Participants (collectively, the “Participants”) are on file with the Securities and Exchange Commission. More 
information about DTC can be found at www.dtcc.com. 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive a 
credit for the Revenue Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond (“Beneficial 
Owner”) is, in turn, to be recorded on the Participants’ records. Beneficial Owners will not receive written confirmation 
from DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations providing details 
of the transaction, as well as periodic statements of their holdings, from the Participant through which the Beneficial 
Owner entered into the transaction. Transfers of ownership interests in the Revenue Bonds are to be accomplished by 
entries made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive 
certificates representing their ownership interests in Bonds, except in the event that use of the book-entry system for the 
Revenue Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the name 
of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of 
DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee do not 
affect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Revenue Bonds; 
DTC’s records reflect only the identity of the Direct Participants to whose accounts such Bonds are credited, which may or 
may not be the Beneficial Owners. The Participants will remain responsible for keeping account of their holdings on behalf 
of their customers. 
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Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect 
Participants, and by Participants to Beneficial Owners will be governed by arrangements among them, subject to any 
statutory or regulatory requirements as may be in effect from time to time. Beneficial Owners of Bonds may wish to take 
certain steps to augment the transmission to them of notices of significant events with respect to the Revenue Bonds, such 
as redemptions, tenders, defaults, and proposed amendments to the Bond documents. In the alternative, Beneficial Owners 
may wish to provide their names and addresses to the registrar of the Revenue Bonds (“Registrar”) and request that copies 
of notices be provided directly to them. 

Redemption notices shall be sent to DTC. If less than all of the Revenue Bonds within an issue are being 
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be 
redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Bonds unless 
authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual procedures, DTC mails an 
Omnibus Proxy to the State as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting 
or voting rights to those Direct Participants to whose accounts Bonds are credited on the record date (identified in a listing 
attached to the Omnibus Proxy). 

Payments of principal of and premium, if any, and interest on the Revenue Bonds will be made to Cede & Co., or 
such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct 
Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the State, on payable date in 
accordance with their respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be 
governed by standing instructions and customary practices, as is the case with securities held for the accounts of customers 
in bearer form or registered in “street name,” and will be the responsibility of such Participant and not of DTC, or its 
nominee or the State, subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of 
principal of and premium, if any, and interest on the Revenue Bonds to Cede & Co. (or such other nominee as may be 
requested by an authorized representative of DTC) is the responsibility of the State, disbursement of such payments to 
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be 
the responsibility of Participants. 

A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, through its Participant, to 
the Registrar, and shall effect delivery of such Bonds by causing the Direct Participant to transfer the Participant’s interest 
in the Revenue Bonds, on DTC’s records, to the Registrar. The requirement for physical delivery of Bonds in connection 
with an optional tender or a mandatory purchase will be deemed satisfied when the ownership rights in the Revenue Bonds 
are transferred by Direct Participants on DTC’s records and followed by a book-entry credit of tendered Bonds to the 
Registrar’s DTC account. 

DTC may discontinue providing its services as depository with respect to the Revenue Bonds at any time by 
giving reasonable notice to the State. Under such circumstances, in the event that a successor depository is not obtained, 
Bond certificates are required to be printed and delivered. 

The State may decide to discontinue use of the system of book-entry transfers through DTC (or a successor 
securities depository). In that event, Bond certificates will be printed and delivered. 

The above information in this section concerning DTC and DTC’s book-entry system has been obtained from 
sources that the State believes to be reliable, but the State takes no responsibility for the completeness or the accuracy 
thereof, or as to the absence of material adverse changes in such information subsequent to the date hereof. 

The State cannot and does not give any assurances that DTC, or a successor securities depository, or Participants 
will distribute to the Beneficial Owners of the Revenue Bonds: (i) payments of principal of or interest and premium, if any, 
on the Revenue Bonds; (ii) certificates representing an ownership interest or other confirmation of beneficial ownership 
interest in the Revenue Bonds; or (iii) redemption or other notices sent to DTC or Cede & Co., its nominee, or a successor 
securities depository, as the registered owner of the Revenue Bonds, or that they will do so on a timely basis, or that DTC 
or the Participants will serve and act in the manner described in this Official Statement. 
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The State will have no responsibility or obligation to any Participant, or any Beneficial Owner or any other person 
with respect to: (i) the Revenue Bonds; (ii) the accuracy of any records maintained by DTC, or a successor securities 
depository, or any DTC Participant of any amount due to any Beneficial Owner in respect of the principal or redemption 
price of or interest on the Revenue Bonds; (iii) the payment by DTC, or a successor securities depository, or any 
Participant of any amount due to any Beneficial Owner in respect of the principal or redemption price of or interest on the 
Revenue Bonds; (iv) the delivery by DTC, or a successor securities depository, or any Participant of any notice to any 
Beneficial Owner which is required or permitted to be given to owners of the Revenue Bonds; (v) the selection of which 
Beneficial Owners will receive payment in the event of any partial redemption of the Revenue Bonds; (vi) any consent 
given or other action taken by DTC, or a successor securities depository as a Bondholder; or, (vii) the performance by 
DTC, or any successor securities depository, of any other duties as securities depository. 

SOURCES AND USES OF FUNDS 

The proceeds of the sale of the Revenue Bonds (other than earnings on cash balances in the Pension Building 
Fund), together with other available funds of the Retirement Systems and the uses of such proceeds and other available 
funds are estimated below: 

SOURCES 
Par Amount of Revenue Bonds  $21,880,000.00 
Net original issue premium  $  1,614,874.35  

TOTAL  $23,494,874.35 

USES   

Redemption of Prior Bonds  $23,245,646.77 
Total Underwriter’s Discount   $     100,648.00 
Costs of Issuance  $     145,000.00 
   
Rounding Amount  $         3,579.58  

TOTAL  $23,494,874.35 
 
 

SECURITY FOR THE REVENUE BONDS 

General 

The Revenue Bonds are special obligations of the State payable solely from and secured by certain Pledged 
Assets.  The Pledged Assets are comprised of semiannual payments made by the Retirement Systems pursuant to the Joint 
Payment and Pledge Agreement for deposit in the Pension Building Debt Service Fund.  In addition, each Retirement 
System has granted a security interest in its Available Assets, but only to the extent described below under the heading 
“Security for Debt Service Payments”, to the Commissioner to secure their respective obligations to make their respective 
Debt Service Payments. 

Ownership Interest 

Pursuant to the Joint Payment and Pledge Agreement, on or before May 1 of each year, commencing May 1, 
2013, the Commissioner is required to determine each Retirement System’s pro rata share of debt service due on the 
Revenue Bonds, which is based on their respective Ownership Interest, on the December 1 and June 1 Interest Payment 
Date of the following Fiscal Year.  Pursuant to the Co-Tenancy Agreement, the Retirement Systems have agreed that their 
respective Ownership Interests in the Facility are currently as follows: Minnesota State Retirement System, 26.8%; Public 
Employee Retirement Association, 36.5%; and Teachers Retirement Association, 36.7%. The percentage Ownership 
Interests may change from time to time as further described in the Joint Payment and Pledge Agreement and Co-Tenancy 
Agreement, in which case their respective shares of the Debt Service Payments would change accordingly. 

The Retirement Systems are required to transfer to the Commissioner on or before May 15 and November 15 of 
each year, commencing November 15, 2012, their respective Debt Service Payments.  Failure of any Retirement System to 
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deposit its Debt Service Payment with the Commissioner when due on or before a Debt Service Payment Date constitutes a 
Debt Service Payment Default.   

Security for Debt Service Payments 

To secure the payment to the Commissioner of the Debt Service Payments, each Retirement System has pledged 
and granted to the Commissioner a security interest in its Available Assets to secure payment of each Retirement System’s 
Debt Service Payment.  The pledge and security interest constitutes a first and prior lien on the Available Assets but 
attaches to the Available Assets of a Retirement System, only upon the occurrence of a Debt Service Payment Default, and 
only in the amount of the Debt Service Payment in default. All Available Assets of the Retirement Systems with respect to 
which no lien has attached under the provisions of the Joint Payment and Pledge Agreement may be used by the 
Retirement Systems for any purpose authorized by law. 

Set forth in the table below is a summary of the Total Assets as disclosed in the annual financial statements for 
each of the Retirement Systems, for each of the years June 30, 2007 through June 30, 2011, and estimated for the year July 
1, 2011 through June 30, 2012.  The assets are shown at a fair value. 

 

 

Minnesota
State Retirement

System

Public
Employees
Retirement
Association

Teacher’s 
Retirement 
Association Total

Total Assets (at fair value) $15,376,714,000 $20,460,339,000 $16,650,000,000 52,487,053,000

Excluded Assets (5,175,720,000) (48,024,000) (0) (5,127,696,000)

Available Assets 6/30/2012 $10,200,994,000 $20,412,315,000 $16,650,000,000 $47,263,309,000
  
Total Assets (at fair value) 15,604,623,000 20,167,250,000 17,303,575,561 53,075,448,561

Excluded Assets (5,045,021,000) (42,578,000) (0) (5,087,599,000)
Available Assets 6/30/2011 $10,559,602,000 $20,124,672,000 $17,303,575,561 $47,987,849,561

  

Total Assets (at fair value) 13,039,974,000 16,880,423,000 14,939,540,000 44,859,937,000
Excluded Assets (4,207,127,000) (32,703,000)                     (0) (4,239,830,000)

Available Assets 6/30/2010 $8,832,847,000 $16,847,720,000 $14,939,540,000 $40,620,107,000

  
Total Assets (at fair value) 11,645,342,000 14,312,392,000 13,833,825,000  39,791,559,000

Excluded Assets (3,726,691,000)       (27,194,000)                     (0) (3,753,885,000)

Available Assets 6/30/2009 $7,918,651,000 $14,285,198,000 $13,833,825,000 $36,037,674,000
  

Total Assets (at fair value) 14,356,593,000 18,095,628,000 18,106,966,000  50,559,187,000

Excluded Assets  (8,459,265,000)  (8,201,438,000) (10,581,900,000) (27,242,603,000)
Available Assets 6/30/2008  $5,897,328,000  $9,894,190,000 $7,525,066,000 $23,316,584,000

  

Total Assets (at fair value) 10,955,687,000 19,454,202,000  19,938,881,000  50,348,770,000
Excluded Assets (4,543,965,000)  (9,004,525,000) (11,639,535,000) (25,188,025,000)

Available Assets 6/30/2007  $6,411,722,000 $10,449,677,000  $8,299,346,000 $25,160,745,000
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Flow of Funds 

The Pension Fund Depository Accounts are accounts that are held in the State treasury. Payments received by the 
Retirement Systems from employee and employer contributions to the defined benefit retirement funds and related 
investment earnings are deposited in the Pension Fund Depository Accounts.  Funds held in the Pension Fund Depository 
Accounts are utilized to make authorized payments for Retirement System obligations.  The Debt Service payments will be 
transferred from the Pension Fund Depository Accounts to the Pension Building Debt Service Fund.  Funds held in the 
Pension Fund Depository Accounts that are not needed to make authorized payments are certified to the State Board of 
Investment (the “SBI”) for longer term investment, are invested by the SBI, and are held outside the State treasury by a 
bank acting as a custodian.  Should the Retirement Systems need additional funds in the Pension Fund Depository 
Accounts, they will certify the amount of funds with the SBI, who will sell securities and the funds are deposited in the 
Pension Fund Depository Accounts. 

Each Retirement System has covenanted and agreed to maintain, as of May 1 and November 1 of each year, 
commencing November 1, 2012, cash and short-term investments in an amount not less than their pro rata share of debt 
service due on the Revenue Bonds on the next Debt Service Payment Date (the “Cash Balance”) in its respective Pension 
Fund Depository Account.  Amounts in the Pension Fund Depository Accounts may be spent without restriction, except for 
the obligation of each Retirement System to replenish the Pension Fund Depository Accounts to at least the Cash Balance 
as of each May 1 and November 1. 

The Commissioner of Minnesota Management and Budget is the State’s chief financial officer.  Among the duties 
of the Commissioner is to keep expenditure and revenue accounts according to generally accepted accounting principles.  
This provides the Commissioner with access to the state’s accounting system and provides the Commissioner the ability to 
make accounting transactions as necessary and as required in the Joint Payment and Pledge Agreement.   

Upon the occurrence of a Debt Service Payment Default, the Commissioner is required by the Joint Payment and 
Pledge Agreement to first attach and seek payment from the defaulting Retirement System’s respective Pension Fund 
Depository Account.  The Commissioner has been granted authority by the Retirement Systems to transfer funds from the 
Pension Fund Depository Accounts to the Pension Building Debt Service Fund to satisfy the Debt Service Payment 
Default. 

If at any time those sums are not sufficient to cure the defaulting Retirement System’s Debt Service Payment 
Default, the Commissioner has been delegated the authority to certify on behalf of the Retirement Systems, to the SBI that 
Assets are needed for immediate use and to direct the SBI to sell securities in an amount sufficient to cure the Debt Service 
Payment Default.  The Commissioner is required by the Joint Payment and Pledge Agreement to identify the defaulting 
Retirement System to the SBI and request the remittance of the funds within 5 days. 

A summary of the provisions of the Joint Payment and Pledge Agreement is included in Appendix B attached to 
this Official Statement. 
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Semi-annual Debt

(PFDA's) Service Payments

Other Post-Employment Benefit Trust
Public Employees Defined Contribution Plan

and transfer to Debt Service Account.)

Deferred Compensation Fund
Health Care Savings Fund

Unclassified Employees Retirement Fund
Elective State Officers Retirement Fund

Excluded Assets

Legislators Retirement Fund

Hennepin County Supplemental Retirement Fund 
Statewide Lump-Sum Volunteer Firefighter Retirement Fund

authorized to certify amount needed to SBI 

Pension Fund Depository Accounts

   Available Assets certified
       to SBI. (Accessed only upon

       inadequacy of PFDA's.  Commissioner

DEBT SERVICE 
ACCOUNT

Defined Benefit Fund
Contributions & Investments

The following is a graph showing the flow of funds for the financing of the Revenue Bonds: 

 

 

 

Additional Revenue Bonds 

Under the Act, the Commissioner is authorized to issue revenue bonds to finance the Facility in a principal 
amount not to exceed $38 million, and is authorized to issue refunding bonds to refund such bonds, including the Revenue 
Bonds offered hereby.  In the Joint Payment and Pledge Agreement each of the Retirement Systems covenants that it will 
not pledge its Available Assets or agree to obligate itself to pay debt service on additional bonds issued to construct, 
improve or expand the Facility.  However, nothing prevents the Retirement Systems from pledging their Available Assets 
or obligating themselves to pay debt service on bonds issued for any other purpose as authorized by law on a parity or 
superior basis with the Revenue Bonds. See “APPENDIX B: SUMMARY OF THE JOINT PAYMENT AND PLEDGE 
AGREEMENT - Certain Additional Covenants of the Retirement Systems.” 

Bonds Outstanding 

Other than the Prior Bonds which will be redeemed with the proceeds of the Revenue Bonds, the Retirement 
Systems currently have no other bonds outstanding and currently have no legal authority to sell bonds other than the 
Revenue Bonds. 

Defeasance 

Upon certain terms and conditions specified in the Order, the Revenue Bonds or portions thereof will be deemed 
to be paid and the security provided in the Order and the Joint Payment and Pledge Agreement may be discharged prior to 
maturity or redemption of the Revenue Bonds upon the provision for the payment of such Revenue Bonds.  In that case, the 
Revenue Bonds will be secured solely by the cash and securities deposited with the Registrar for such purpose.  See 
“APPENDIX D: SUMMARY OF THE ORDER - Discharge of Lien.” 

In addition, in the Joint Payment and Pledge Agreement, each of the Retirement Systems covenants that if it 
becomes a Terminated System, unless the other Retirement Systems acquire 100% of the Terminated System’s Ownership 
Interest, the Terminated System will deposit with the Commissioner an amount sufficient to pay the principal and interest 
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and premium, if any, on the principal amount of the Revenue Bonds then outstanding in a principal amount equal to their 
Ownership Interest.  Upon such deposit, the Terminated System’s obligation to make Debt Service Payments pursuant to 
the Joint Payment and Pledge Agreement shall terminate. See “APPENDIX B: SUMMARY OF THE JOINT PAYMENT 
AND PLEDGE AGREEMENT - Certain Additional Covenants of the Retirement Systems.” 

RISK FACTORS 

General 

The Revenue Bonds are not general or moral obligations of the State and are not secured by a pledge of the 
full faith and credit and taxing powers of the State and are not joint and several obligations of the Retirement 
Systems. 

The Revenue Bonds and the interest thereon are payable solely from and secured by the Pledged Assets as defined 
and provided in the Joint Payment and Pledge Agreement and Order.  The availability and sufficiency of these Pledged 
Assets is subject to factors over which the Commissioner, the State and, in some respects, the Retirement Systems, have no 
control.  Reductions in the Available Assets to pay debt service on the Revenue Bonds may result in the Retirement 
System’s inability to pay such debt service or to pay such debt service when due.  Reductions in the Available Assets  to 
pay debt service, even if not sufficient to result in the Retirement System’s inability to pay debt service on the Revenue 
Bonds when due, could result in the reduction of the then existing credit ratings assigned to the Revenue Bonds by the 
Rating Agencies.  These and other risk factors affecting the Revenue Bonds are discussed below and should be reviewed 
by prospective purchasers and purchasers of the Revenue Bonds. 

Limited Source of Payment 

In the event the Pledged Assets are not sufficient to pay debt service on the Revenue Bonds when due, the 
Commissioner has no authority under State law to pay such debt service from any other source. The Commissioner is 
prohibited by the State Constitution from paying debt service on the Revenue Bonds from the proceeds of any State tax. 

Nature of Security Interest in Pledged Assets 

The security interest granted by each of the Retirement Systems in their Available Assets pursuant to the Joint 
Payment and Pledge Agreement attaches only at the time of a Debt Service Payment Default and only in the amount of the 
Debt Service Payment in default.  Other than the execution of the Joint Payment and Pledge Agreement and the filing of a 
State Uniform Commercial Code Financing Statement, no other action will be taken to establish or perfect the security 
interest in the Available Assets.  Perfection is the means by which third parties are formally put on notice that the holder of 
the security interest has rights in the collateral.  Because of the nature of the Available Assets and the fact that the security 
interest does not attach until a Debt Service Payment Default occurs, the conditional grant of the security interest and the 
filing of a financing statement may not be sufficient to perfect the security interest ahead of properly perfected third parties.  
If the security interest in the Available Assets does not attach and/or is not perfected prior to a Debt Service Payment 
Default, other creditors of the Retirement Systems could have or obtain a prior lien on the Available Assets. 

Limited Enforcement of Revenue Bonds and Order 

The Revenue Bonds and the orders authorizing their issuance can only be enforced in accordance with the 
provisions of the Order limiting the Registered Owners’ enforcement rights and requiring enforcement in the District Court 
for Ramsey County, Minnesota. The rights and remedies of the Registered Owners of the Revenue Bonds may be limited 
or rendered ineffective by judicial decisions or the application of principles of equity relating to or affecting the 
enforcement of creditor’s rights or contractual obligations generally. 

Economic Factors 

Absent legislative change, the Retirement Systems will continue to exist and employer and employee 
contributions will continue as long as there are state, local governmental, and school district employees providing service 
to the citizens of Minnesota.  A drastic curtailment in public employment, across the board lay-offs of public employees, 
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drastic curtailments to governmental services, or underfunding pension obligations, would affect the amount of employee 
and employer contributions made to the Retirement Systems.   Overall conditions of the investment markets could also 
affect the amount of Available Assets available for Debt Service Payments. 

Legislative, Congressional or Administrative Actions 

The Retirement Systems were created by the Legislature and all aspects of their operations are subject to 
legislative directive, in particular, the amounts of pension benefits for future retirees, when and in what manner such 
benefits are payable, the percentage amounts of mandated employer and employee contributions, and each Retirement 
System’s actuarially determined funding obligations are all subject to future legislative change.  A change in any of these 
factors could affect the amount of Available Assets the Retirement Systems would have available to make Debt Service 
Payments. 

The Legislature could also decide to terminate future participation in one or more of the Retirement Systems, 
could decide to terminate one or more of the Retirement Systems, could merge one or more of the Retirement Systems, 
could increase or decrease future pension benefits payable to participants or, could change the Retirement Systems’ current 
funding obligations.  Any of these actions could influence the amount of Available Assets available to make Debt Service 
Payments.  If one or more of the Retirement Systems are terminated by the legislature, issues could arise regarding the 
obligation of the Terminated System to make its Debt Service Payments and whether this obligation must be paid prior to 
the payment of all employee accrued benefits.  Uncertainty could also arise regarding the other Retirement Systems’ 
mutual obligations to assume Debt Service Payments on behalf of the Terminated System.  

Future changes to Federal pension and tax law could affect the Retirement Systems’ “governmental plan” status 
under 29 U.S.C. section 1002 (32) and 26 U.S.C. section 414 (2) or their status as “qualified plans” under 26 U.S.C. section 
401, or their status and that of the State Board of Investment and the Commissioner as government instrumentalities under 
26 U.S.C. section 115.   

No Trustee 

The Commissioner will not appoint a national or state bank or trust company to act as trustee on behalf of the 
Registered Owners of the Revenue Bonds, to hold and invest sums on deposit in the Pension Building Debt Service 
Account, to hold and invest monies transferred to the Debt Service Account until used to pay debt service on the Revenue 
Bonds, or to enforce any rights of the Registered Owners under the Joint Payment and Pledge Agreement, the Act or the 
Commissioner’s Order authorizing and directing the issuance of the Revenue Bonds. Therefore, the Registered Owners of 
the Revenue Bonds will be placing substantial reliance upon the Commissioner in certain respects and in the event of a 
default in compliance by the Retirement Systems with the covenants set forth in the Joint Payment and Pledge Agreement, 
the Registered Owners of Revenue Bonds may have to take action themselves to enforce such covenants.  For more 
information on the rights of Registered Owners of Revenue Bonds see the summary of the Joint Payment and Pledge 
Agreement attached hereto as Appendix B. 

Maintenance of Credit Rating 

Standard & Poor’s and Fitch (collectively, the “Rating Agencies” and each a “Rating Agency”), has assigned 
ratings of AAA and AAA, respectively, to the Revenue Bonds.  Such ratings express only the views of each Rating 
Agency, respectively.  There is no assurance that any such rating will continue for any given period of time or will not be 
revised or withdrawn entirely by the applicable Rating Agency if, in its judgment, circumstances so warrant.  Any such 
downward revision in or withdrawal of such rating may have an adverse effect on the market price of the Revenue Bonds 
and might adversely affect their marketability.   

No Mortgage 

The obligation of the Retirement Systems to make the Debt Service Payments required under the Joint Payment 
and Pledge Agreement is not secured by a mortgage on the Facility.  Consequently, in the event of a Debt Service Payment 
Default the Bondholders have no right to require the sale of the Facility nor any interest in the sale proceeds.  The State 
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holds the Facility in trust for each of the Retirement Systems as tenants in common and any sale of the Facility requires 
legislative approval. 

Tax-Exempt Status of the Revenue Bonds 

The tax-exempt status of the interest on the Revenue Bonds is conditioned upon the State and the Retirement 
Systems complying with the requirements of the Code and applicable Treasury Regulations as they relate to the Revenue 
Bonds.  Failure of the State and the Retirement Systems to comply with the terms and conditions of the Order and other 
documents as described herein may result in the loss of the tax-exempt status of the interest on the Revenue Bonds 
retroactive to the date of issuance of the Revenue Bonds.  See “TAX MATTERS” in this Official Statement.  Holders of 
the Revenue Bonds will not receive any additional interest to compensate them for federal income taxes, interest and 
penalties which may be assessed with respect to such interest. 

Forward-Looking Statements 

This Official Statement contains certain statements that are “forward-looking” statements within the meaning of 
Section 27A of the Securities Act of 1933, as amended and Section 21E of the Securities Exchange Act of 1934, as 
amended.  All statements other than statements of historical facts included in this Official Statement, including without 
limitation statements that use terminology such as “estimate,” “plan,” “budget,” “expect,” “intend,” “anticipate,” “believe,” 
“may,” “will,” “continue,” and similar expressions, are forward-looking statements.  Although the State and the Retirement 
Systems believe that the assumptions upon which the forward-looking statements contained in this Official Statement are 
based are reasonable, any of the assumptions could prove to be inaccurate and, as a result, the forward-looking statements 
based on those assumptions also could be incorrect. 

Other Risks 

There can be no assurance that other events outside the control of the Commissioner, such as a temporary State 
government shutdown, will not affect the ability of the Commissioner to make timely payments of principal of and interest 
on the Revenue Bonds. 

THE RETIREMENT SYSTEMS 

The Retirement Systems described below are the three statewide systems covering most of the employees of the 
State, counties, cities, and townships, and school districts.  The systems were established by the Legislature in 1929 
through 1931 to collect the contributions of employees and employers and to pay benefits to retired public employees and 
their beneficiaries.  

The original systems were set up as pension plans that did not include Social Security coverage.  The State of 
Minnesota decided to coordinate the pension coverage of the public employees covered by these systems with the federal 
program over a period from 1955 through 1967. All persons first covered by MSRS since 1956, TRA since 1960, and most 
local government employees covered by PERA since 1968 contribute to both their respective pension funds and to Social 
Security.  The TRA and PERA still have some, but very few, contributing members from the original “basic” plan who are 
not covered by Social Security.  Employees participating in the public safety funds administered by PERA and MSRS are 
also not covered by or contributing to Social Security on their public employment earnings.   

MSRS 

Minnesota State Retirement System (“MSRS”) provides retirement coverage for 53,485 active employees, 33,791 
retirees and beneficiaries, and 16,592 members who no longer contribute, but are eligible for future monthly benefits.  
These members participate in six unique defined benefit retirement funds.  The largest funds include the State Employees 
Retirement Fund, Correctional Employees Retirement Fund and State Patrol Retirement Fund, which represents 96% of 
Total Assets for MSRS’ defined benefits funds.  

 
The MSRS administration is governed by an 11-member board of directors.  The board includes four elected 

General Employees Retirement Plan members, one elected State Patrol Plan member, one elected Correctional Plan 
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member, one elected retired member, one designated representative for employees of Metropolitan Council’s Transit 
division, and three members appointed by the governor.  The board appoints an executive director who administers the 
plans in accordance with Minnesota law and board policies, and directs the daily operational activities of MSRS. 

 
The State Employees Retirement Fund includes the General Employees Retirement Plan, a multiple-employer, 

cost-sharing plan, the State Fire Marshals Plan, the Military Affairs Plan, and the Transportation Pilots Plan.  The General 
Employees Retirement Plan is the largest retirement plan that MSRS administers.  It covers most state employees, civil 
service employees of the University of Minnesota, and employees of the Metropolitan Council.  The State Fire Marshals 
Plan covers employees of the State Fire Marshals Division employed as deputy state fire marshal fire/arson investigators.  
Only certain employees of the Departments of Military Affairs and Transportation are eligible to be members of the 
Military Affairs and Transportation Pilots Plans, but all state employees who are not members of another plan are covered 
by the General Employees Retirement Plan. 
 

The State Patrol Retirement Fund includes only the State Patrol Retirement Plan, a single-employer plan.  
Membership is limited to those state employees who are state troopers, conservation officers, crime-bureau officers or 
gambling-enforcement agents. 

 
The Correctional Employees Retirement Fund includes only the Correctional Plan, a single-employer plan.  

Membership is limited to those state employees in covered correctional service, including employees with 75% working 
time spent in direct contact with inmates or patients at Minnesota correctional facilities. 

 
The Judges Retirement Fund includes only the Judges Retirement Plan, a single-employer plan.  Active 

membership is limited to a judge or justice of any Minnesota court. 
 
The Legislators Retirement Fund and the Elective State Officers Retirement Fund are funded on a pay-as-you-go 

bases with direct appropriations from the State’s General Fund.  Each is a single-employer plan and closed to new 
membership.  The Legislators Retirement Plan includes members of the Minnesota House of Representatives and Senate 
first elected to office before July 1, 1997 who elected to retain coverage under this plan.  The Elective State Officers Plan 
includes only the constitutional officers first elected prior to July 1, 1997 who elected to retain coverage under this plan.  
Assets from the General Fund Plans total $19,140,000 and represent only 0.1% of MSRS’s Total Net Assets as of June 30, 
2011; these assets are not being pledged for this bond issue. 
 

Membership statistics for each of the MSRS funds, as of June 30, 2011, follows: 
 

  
State  

Employees 
Retirement Fund 

 
State 

Patrol 
Retirement Fund 

 
Correctional 

Employees 
Retirement Fund 

 
 

Judges 
Retirement Fund 

Legislators 
and Elective 

State Officers 
Retirement Funds 

 
 
 

Totals 

Members:       

   Retirees 26,623 748 1,851 201 298 29,721 

   Beneficiaries 3,541 184 165 96 84 4,070 

       

Terminated 
members: 

      

   Vested, no benefits 15,422 38 1,035 18 79 16,592 

   Non-Vested 6,117 15 501 0 1 6,634 

       

Active members:       

   Vested 38,611 751 3,497 230 38 43,127 

   Non-Vested 9,344 111 825 78 0 10,358 

       

Totals 99,658 1,847 7,874 623 500 110,502 

Annualized Payroll $2,449,441,000 $66,035,000 $205,608,000 $41,211,000 $1,646,000 $2,763,941,000 
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MSRS also administers four defined contribution funds.  These plans include the Unclassified Employees 
Retirement Fund, the Health Care Savings Fund, the Deferred Compensation Fund (an Internal Revenue Code Section 457 
plan), and the Hennepin County Supplemental Retirement Fund.  Net assets as of June 30, 2011, for the defined 
contribution funds total $5,025,881,000.  These assets are not being pledged for this Revenue Bond issue. 
  
PERA 

Public Employees Retirement Association (“PERA”) administers pension funds that serve approximately 235,000 
active county, school and local public employees, benefit recipients, their survivors and dependents.  PERA serves more 
than 2,000 separate governmental entities.  These participating employers include cities, counties, townships, and school 
districts located throughout the state.  At June 30, 2011, PERA’s membership included 154,450 current, active employees 
and 84,390 retirees and beneficiaries.  

 
The PERA Board of Trustees is responsible for administering these funds in accordance with statutes passed by 

the Minnesota Legislature and has a fiduciary obligation to PERA’s members, the governmental employers, the state, and 
its taxpayers.  The PERA Board of Trustees is composed of 11 members.  The State Auditor is a member by statute.  Five 
trustees are appointed by the Governor.  Serving four-year terms, these five trustees represent cities, counties, school 
boards, retired annuitants, and the general public, respectively. 

 
The remaining five board members are elected by the PERA membership at large to serve four-year terms.  Three 

represent the general active membership, one trustee represents Police and Fire Fund members, and one trustee represents 
annuitants and benefit recipients.   

 
The board appoints an executive director to serve as chief administrative officer of PERA.  With approval of the 

board, the director develops the annual administrative budget, determines staffing requirements, contracts for actuarial and 
other services, and directs the day-to-day operation of the association. 

 
PERA administers three separate defined benefit pension funds and one defined contribution plan.  Each has 

specific membership, contribution, benefit, and pension provisions. 
 
The General Employees Retirement Fund (GERF) encompasses three plans: the PERA Coordinated Plan, the 

PERA Basic Plan, and the Minneapolis Employees Retirement Fund (MERF).  The Coordinated Plan, created in 1968, 
provides retirement and other benefits in addition to those supplied by Social Security.  The Basic Plan established in 1931, 
is not coordinated with the federal program and was closed to new members on December 31, 1967.  The MERF was a 
separate entity until June 30, 2010, when it was consolidated under the GERF.  Assets and liabilities will be kept separate 
until the MERF becomes 80% funded, at which time the MERF will be fully merged into the GERF. 

 
The Public Employees Police and Fire Fund (PEPFF) originally established in 1959 for police officers and 

firefighters not covered by a local relief association, now encompasses all Minnesota police officers and firefighters hired 
since 1980.  As of July 1, 1999, this fund also includes the members of 44 previously local police and fire relief 
associations that elected to have PERA administer their plan.  In 2011, legislation was enacted to merge the Minneapolis 
Police and Minneapolis Firefighters Relief Associations effective December 30, 2011.  The 2012 legislature also directed 
the merger of the last two municipal relief associations that provided benefits for salaried public safety officers. The 
Virginia Fire Relief Association with assets of $1,664,734 covering the payments to 13 benefit recipients, and the Fairmont 
Police Relief Association with assets of $6,916,752 to pay its 12 benefit recipients were merged into the PERA Police and 
Fire Fund effective June 29, 2012. These were the last two local plans eligible to be merged with PERA. 

 
The Local Government Correctional Service Retirement Fund (called the Public Employees Correctional Fund  or 

PECF) was created in 1999 to cover local government correctional service employees who spend most of their time in 
direct contact with inmates.  The majority of these employees were formerly part of the Coordinated Plan. 
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Membership statistics for each of the funds, as of June 30, 2011, follows: 
 

 GERF PEPFF PECF MERF  Total 
Retirees 62,198 5,549 373 3,256 71,376 
Beneficiaries 9,623 2,299 155 937 13,014 
      
Terminated Members:      
    Vested, no benefits 45,325 1,335 1,981 88 48,729 
    Non Vested 109,630 870 1,624  112,124 
      
Active Members:      
    Vested 110,819 10,180 2,871 107 123,977 
    Non Vested   29,133 700    639  30,472 
      
Totals 366,728 20,933 7,643 4,388 399,692 
      
Annualized Payroll $5,183,629,000 $796,689,000 $173,157,000 $6,747,000 $6,160,222,000. 

 
PERA also administers the Public Employees Defined Contribution Plan which was established by the Minnesota 

Legislature in 1987 to provide a retirement plan for personnel employed by public ambulance services.  The plan has been 
expanded to include physicians and locally-elected public officials, except for county sheriffs.  Assets from this plan, 
which represent only .19% of PERA’s Total Assets, are not being pledged for this Revenue Bond issue. 
 
TRA 

Teachers’ Retirement Association (“TRA”) had 579 reporting employer units, 76,755 active members and a total 
of 53,537 retirees, survivors, beneficiaries and disabilitants who were receiving monthly benefits, as of June 30, 2011. 

 
Teachers employed in Minnesota’s public elementary and secondary schools, charter schools and certain 

educational institutions maintained by the state (except those teachers employed by the cities of Duluth and St. Paul, and 
by the University of Minnesota system) are required to be TRA members.  Teachers employed by the Minnesota State 
College and Universities may elect TRA coverage.  Effective June 30, 2006, former members of the Minneapolis Teachers 
Retirement Fund Association (MTRFA) are members of TRA and are included in the membership totals presented. 

 
TRA is managed by eight trustees:  three are statutorily appointed and five are elected.  The appointed trustees are 

the Commissioner of Education, the Commissioner of Management and Budget and a representative of the Minnesota 
School Boards Association.  Four of the five elected trustees are active members and one is a retiree.  Administrative 
management of the fund is vested in an Executive Director who is appointed by the Board of Trustees.  

 
Membership statistics for the fund, as of June 30, 2011, follows: 
 

Retirees 49,079  
Disabilitants 602  
Beneficiaries 3,856  
   
Terminated Members:   
     Vested, deferred 13,237  
     Non Vested 25,196  
   
Active Members:   
     Vested 62,121  
     Non Vested 14,634  
   
Total 168,725  
   
Annualized Payroll $3,838,111,000  

 
INVESTMENTS 

Assets of the Retirement Systems are invested by the State Board of Investment (the “SBI”).  The SBI includes: 
governor, attorney general, secretary of state and state auditor.  Members of the SBI are subject to the Prudent Person rule, 
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fiduciary standards detailed in Minnesota Statutes Chapter 356A, and investment guidelines in Minnesota Statutes, Chapter 
11A.  

 
A 17-member Investment Advisory Council advises the SBI on investment policy.  The Executive Director of 

each Retirement System serves as a member.  Also, investment consultants are hired to monitor and evaluate investment 
performance of the various investment firms hired by the SBI. 

 
Assets of all three of the Retirement Systems are pooled for investment purposes.  The pooled retirement assets 

are known as the “Combined Funds”. 
 
The allocation targets for the Combined Funds are as follows: 

 
1. Domestic Stocks – 45%;  
2. Bonds – 18 %; 
3. International Stock – 15%; 
4. Alternate Assets* – 20%; and 
5. Cash – 2%. 
 
*Any uninvested assets are invested in domestic bonds. 
 
The following table represents the actual asset allocation and the market value for the Combined Funds as of June 

30, 2011 and March 31, 2012. 
Combined Funds Assets  

Periods Ending June 30, 2011 and March 31, 2012 
 

 

Policy  
Targets 

Actual  
Mix  

6/30/2011 

 
Market 
Value**  

(millions) 

Actual  
Mix  

3/31/2012 

 
Market 
Value**  

(millions) 
Domestic Stocks 45.0% 45.0% $21,481 46.8% $22,821 
International Stocks 15.0 15.8 7,547 14.5 7,085 
Bonds 18.0 22.2 10,590 21.3 10,379 
Alternative Assets* 20.0 14.6 7,012 14.8 7,234 
Unallocated Cash 2.0 2.4 1,155 2.6 1,253 
 100.0% 100.0% $47,785 100.0% $48,772 

 
*Any uninvested allocation is held in domestic bonds. 
**Market value based on fair value as defined in GASB 31.  

Source:  SBI Combined Funds Performance, periods ending, June 30, 2011 and March 31, 2012. 

 
The Combined Funds are expected to exceed the return of a composite of market indices over a ten-year period. 

Performance relative to this standard will measure two effects: 
 
 The ability of the managers selected by the SBI, in aggregate, to add value to the returns available from the 

broad capital markets. 
 

 The impact of the SBI’s rebalancing activity. The SBI rebalances the Combined Funds when market 
movements take the stock or bond segments above or below its long-term asset allocation targets. This policy 
imposes a low risk discipline of “buy low-sell high” between asset classes on a total fund basis. 
 

The rate of return in the Combined Funds was 23.3% in the fiscal year ending June 30, 2011.  The unaudited 
Fiscal Year 2012 performance return for the Combined Funds was 2.4%.  Under the statutory “select and ultimate” method 
investment earnings assumption, effective commencing with the July 1, 2012 actuarial valuation report, the annualized 
assumed investment return is 8.0% for fiscal year 2012 through fiscal year 2016 and 8.5% annualized for fiscal year 2017 
and years thereafter.  (For additional information on the select and ultimate method, see “Recent Pension Legislation and 
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Litigation” herein).  Over a 10 year period, the Combined Funds are expected to outperform a composite market index 
weighted in a manner that reflects the long-term asset allocation over the latest 10-year period. 

   
Period Ending June 30, 2011 

 
Period Ending March 31, 2012 

 
Source SBI  

 

 
 

The Combined Fund outperformed the composite index over the last three years and five years.  Actual returns 
relative to the total fund composite index for much of the last five years are shown above.  For the 10 year period ending 
March 31, 2012, the Combined Funds outperformed its composite index by 0.1%.  For the 20 year period ending March 31, 
2012, the Combined Funds outperformed its composite index by 0.2%.  The annualized return for the Combined Funds 
over the past 25 years was 8.6%; over the past 30 ½ year period since September 30, 1981, the annualized rate is 10.4%. 
 

 2007 2008 2009 2010 2011 3 Yr. 5 Yr. 10 Yr. 20 Yr. 25 Yr. 30 ½ Yr 
            
Combined Funds 
 

18.3% -5.0% -18.8 15.2% 23.3% 4.9% 5.3% 5.9% 8.8% 8.9% 10.1% 

Composite Index 18.0% -3.9% -18.4% 13.5% 22.4% 4.3% 5.1% 5.8% 8.5% 8.7% n/A 

 2008 2009 2010 2011 2012 3 Yr. 5 Yr. 10 Yr. 20 Yr. 25 Yr. 30 ½ Yr 
            
Combined Funds 
 

.4% -27.4% -35.5 14.7% 5.7% 18.0% 3.6% 6.5% 8.3% 8.6% 10.4% 

Composite Index 1.6% -26.9% -33.0% 13.7% 5.9% 16.9% 3.5% 6.4% 8.1% 8.4% n/A 
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PENSION FUND DEPOSITORY ACCOUNTS CASH FLOW 

The Retirement Systems’ revenues deposited into the Pension Fund Depository Accounts come from the 
collection of mandatory employer and employee contributions and investment income.  From these amounts, the 
Retirement Systems pay their ongoing administrative and operating expenses.  Amounts not needed short-term are certified 
and invested by the SBI.  The purpose of the Combined Funds is to provide funding for the benefits of active employees 
and those who have retired or terminated from state employment.  The Retirement Systems’ combined trust monthly cash 
flow from contributions was in excess of $104 million in Fiscal Year 2011 and their combined Available Assets are almost 
$48 billion, as compared to the annual debt service on the Revenue Bonds estimated at $2.1 million.  Certain assets of the 
Combined Funds are not pledged to secure Debt Service Payments on the Revenue Bonds (See Appendix A for a definition 
of Excluded Assets).  Debt Service Payments constitute valid administrative and operating expenses of the Retirement 
Systems, made “for the exclusive benefit” of the Retirement Systems’ participants, and periodic amounts necessary to pay 
Debt Service Payments will be deposited from the Retirement Systems’ cash flows, prior to deposit to the Combined 
Funds.  The Retirement Systems do not anticipate the need to go beyond monthly cash flows to assure payments.   

Set forth in the table below is a summary of the Retirement Systems monthly receipts for the period from July 
2006 through and including June 2012. 

 
FY 2007 MSRS PERA TRA 

Jul-06 $14,675,694  $48,888,687 $25,598,905

Aug-06 18,481,998 52,210,957 21,662,212
Sep-06  24,046,350 50,394,759 26,732,493

Oct-06 17,520,173 55,283,227 33,452,353

Nov-06 17,435,756 56,124,960 32,318,994
Dec-06 16,653,155 49,454,856 36,291,817

 Jan-07 18,277,672 64,363,598 33,581,533

 Feb-07 17,642,715 55,088,536  30,510,290
Mar-07 23,812,870 66,193,277 39,701,448

Apr-07 17,615,329 61,219,686 31,419,209

May-07 17,596,077 58,026,304 34,889,156
Jun-07  18,736,616 69,249,039  51,498,040

Annual Receipts $222,494,405 $686,497,886 $397,656,450
 

FY 2008 MSRS PERA TRA
Jul-07       $17,604,358      $52,467,246    $28,775,822

Aug-07       27,823,113      56,444,168    24,837,678
Sep-07       19,611,766      55,498,316    28,565,994

Oct-07       21,239,046      64,653,141    52,689,034

Nov-07       19,507,679      60,392,993,    34,718,912
Dec-07       20,518,430      67,951,996    38,642,378

Jan-08       21,726,575      60,051,963    33,885,913

Feb-08       27,062,345      64,064,653    36,573,749
Mar-08       19,291,610      67,389,433    38,334,934

Apr-08       19,508,981      65,335,998    33,777,184

May-08       19,435,629      72,370,684    37,731,426
Jun-08     20,889,226     65,977,220     55,320,873

Annual Receipts $254,218,758 $752,597,811 $443,853,897
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FY 2009 MSRS PERA TRA
Jul-08       $36,167,583      $60,867,075    $32,801,773

Aug-08       29,412,283      62,258,661    23,358,381

Sep-08       21,439,458      62,739,868    34,096,825

Oct-08       21,461,209      67,022,202    53,072,089
Nov-08       22,859,887      66,449,454    32,600,246

Dec-08       25,252,959      76,502,796    44,289,519

Jan-09       29,961,416     55,094,583    31,866,380
Feb-09       21,691,149     78,959,756    36,758,542

Mar-09       21,071,120      77,872,253    38,928,568

Apr-09       22,675,669      68,070,277    35,352,196
May-09       21,384,478      72,034,303    37,421,203

Jun-09     23,000,871     74,067,491     58,224,078
Annual Receipts $296,378,082 $821,938,719 $458,769,800

 
 

FY 2010 MSRS PERA TRA
Jul-09 $33,435,786 $68,783,196 $32,896,507

Aug-09       22,968,530      61,267,840    23,759,196

Sep-09       23,940,405     65,364,230    47,937,547
Oct-09       24,651,741     71,163,104    35,312,022

Nov-09       26,658,060      68,276,855    36,029,174

Dec-09       37,588,317      81,097,246    43,455,017
Jan-10 24,175,755 63,126,340 30,707,244

Feb-10 23,571,743 77,686,285 36,790,467

Mar-10 23,873,195 72,881,964 41,023,315
Apr-10 23,263,383 79,111,545 35,937,411

May-10 24,787,749 64,106,932 36,403,377

Jun-10     23,750,692     79,366,623     59,169,285

Annual Receipts $312,665,356 $852,232,160 $459,420,562
 

FY 2011 MSRS PERA TRA

Jul-10 $35,122,934 $61,830,041 $33,101,348

Aug-10 25,843,879 72,080,492 26,004,726

Sep-10 24,332,199 65,965,276 48,475,477

Oct-10 26,948,076 71,150,545 36,789,476

Nov-10 27,175,785 74,147,085 37,162,462

Dec-10 34,374,193 76,805,331 40,995,858

Jan-11 31,605,811 61,624,487 37,033,695

Feb-11 26,402,750 85,318,373 37,227,784

Mar-11 26,171,964 77,223,307 38,307,595

Apr-11 25,845,593 67,393,329 36,244,770

May-11 25,251,361 79,366,785 38,993,674

Jun-11 28,847,402 87,131,807 54,559,956

Annual Receipts $337,921,947 $880,036,858 $464,896,821
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FY 2012 MSRS PERA TRA 

Jul-11 $32,309,571 $69,316,886 $36,751,801

Aug-11 24,922,277 69,065,282 29,512,674

Sep-11 26,112,554 97,048,430 52,351,844
Oct-11 27,149,673 50,366,702 40,096,193

Nov-11 26,370,145 76,062,114 39,635,487

Dec-11 35,692,708 81,337,260 44,881,343
Jan-12 25,809,293 74,775,700 39,071,243

Feb-12 28,143,747 82,592,900 40,217,050

Mar-12 24,843,584 72,589,300 41,841,485
Apr-12 26,099,993 82,825,000 40,201,561

May-12 28,318,505 75,134,300 42,852,731

Jun-12 49,011,712 68,340,300 64,382,221
Annual Receipts $354,783,762 $899,454,174 $511,795,633

 
The following is the estimated coverage, based on each Retirement Systems’ current ownership interest in the 

Facility, of the annual debt service payment by the minimum Fiscal Year 2012 monthly receipts deposited to the Pension 
Fund Depository Accounts. 

 
 MSRS PERA TRA Total 
Minimum Amount of:     
   FY2012 Monthly Receipts $24,843,584 $50,366,702 $29,512,674 $104,801,653 

   Maximum Annual     

      Debt Service Payment $564,408 $768,690 $772,902 $2,087,988 

Coverage 44.0 65.5 38.2 50.2 

     
PENSION DEPOSITORY ACCOUNT 

The Pension Depository Account, the Pension Building Fund, and the Pension Building Debt Service Fund will be 
invested by the Minnesota SBI in Invested Treasurer’s Cash (the “ITC”).  The ITC is a pooled fund consisting of all cash 
on hand in the State treasury, not otherwise invested.  The SBI invests this account in short-term, liquid, high quality debt 
securities on a non-leveraged basis.  These investments include U.S. Treasury and agency issues, repurchase agreements, 
and commercial paper.  During Fiscal Year 2006 the ITC balance grew to $4.1 billion, in Fiscal Year 2007 the ITC balance 
was $5.0 billion, in Fiscal Year 2008 grew to $5.5 billion and in Fiscal Year 2009 the ITC balance was $5.1 billion.  As of 
June 30, 2012, the ITC balance was $7.0 billion.  Investment earnings of the pools are allocated by the Department of 
Management and Budget to the individual funds where provided by statute.  Earnings for all other participants are credited 
to the State’s general fund.  The Pension Depository Account, the Pension Building Fund, and the Pension Building Debt 
Service Fund will receive ITC allocation for investment earnings. 

 
The historic average rate of return on the ITC is as follows: 

Fiscal Year 2007 2008 2009 2010 2011 2012 
ITC Average 5.32% 4.61% 2.68% .90% 0.57% 0.51% 
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RETIREMENT SYSTEMS FUNDING 

Actuarial Valuation Requirements 

State law requires the Retirement Systems to “pre-fund” future benefit obligations.  Rather than collecting only 
sufficient sums from current active workers to pay current retired members and beneficiaries, the Retirement Systems are 
required by statute to accumulate enough assets to cover all benefit liabilities of participating members.  The three 
Retirement Systems use different full funding dates:   

 
Retirement System 

 
Fund 

 
Funding Date 

MSRS State Employees Retirement Fund 2040 
 State Patrol Retirement Fund 2036 
 Correctional Employees Retirement Fund 2038 
 Judges Retirement Fund 2038 
 Legislators and Elective State Officers Retirement Funds Not Applicable 

PERA GERF 2031 
 PEPFF 2038 
 PECF 2023 

TRA Teachers Retirement Association Fund 2037 
 
 To achieve full funding, contribution rates for the Retirement Systems are determined based upon current assets, 
future expected investment returns, current and projected liabilities based on the benefit provisions, demographics of the 
Retirement Systems’ membership, statutory actuarial assumptions and what annual contributions will be needed to have 
enough assets to match current and projected liabilities by the required full-funding date.  Employee and employer 
contribution rates are specified in state law as a percentage of an employee’s salary.  The rates are set so that contributions 
plus expected investment earnings will cover the projected cost of promised pension benefits. In order to meet these 
projected pension costs, Minnesota statutes specify the annual investment return the retirement fund assets are assumed to 
earn. Under the statutory “select and ultimate” method investment earnings assumption, effective commencing with the 
July 1, 2012 actuarial valuation report, the annualized assumed investment return is 8.0% for fiscal year 2012 through 
fiscal year 2016 and 8.5% annualized for fiscal year 2017 and years thereafter. 
 

The Legislature sets the contribution rates needed to fund the Retirement Systems by using the reports and advice 
of actuarial consultants.  Each year an actuarial valuation report is completed to see if a Retirement System’s contribution 
rates are meeting the funding requirements.  If the contributions are not changed to match the funding requirements 
determined by the actuarial consultants, deficiencies are created and those deficiencies may become worse over time.  Due 
to investment returns during fiscal year 2012 lower than the assumed rate of 8.0%, funding levels are expected to decline 
for each of the Retirement Systems for the fiscal year ending June 30, 2012 versus funding levels shown for the fiscal year 
ending June 30, 2011. 
 

Every four to six years, the assumptions used to forecast funding requirements are tested against actual 
experience.  The factors considered include but are not limited to: 

 Expected average investment earnings assumption 
 Number and timing of members retiring 
 Number and timing of employees leaving prior to retirement 
 Number of employees opting for lump-sum of their employee contributions, thereby forfeiting future 

benefit 
 Number of new members added 
 Life expectancies of both active and retired members 

 
The most recent actuarial experience study for MSRS’ State Employees Retirement Fund covered the period July 

1, 2004, through June 30, 2008, and was completed by August 31, 2009.  Several economic and demographic actuarial 
assumptions, including salary increases, payroll growth, and withdrawal and retirement rates changed based upon the 
recent experience study results.  Any assumptions changes require approval of the various retirement systems board 
members and the Legislative Commission on Pensions and Retirement (“LCPR”). The LCPR has authority for reviewing 
the actuarial valuation and experience study results and modifying actuarial assumptions, as the Commission deems 



 

 22 

appropriate.  Accordingly, the LCPR engaged an independent actuarial firm to review the recommendation of the actuary 
of the statewide retirement systems.  The firm indicated in its June 22, 2010, report that it found, in general, the actuarial 
assumption changes proposed for MSRS were reasonable, justified by observed experience, and consistent with standard 
actuarial practice.  However, the firm believes it is prudent to be more conservative in setting assumptions; if assumptions 
are set more aggressively they are more likely to produce experience losses which will only add to the Fund’s difficulty in 
recovering from recent investment losses.  In July 2010 the LCPR adopted a number of actuarial assumption changes 
effective for the July 1, 2010, actuarial valuation reports.  These changes included changes to covered member payroll 
growth, withdrawal from service rates, retirement and disability rates, and mortality rates.  The experience studies for 
MSRS’ State Patrol, Correctional Employees, and Judges Retirement Funds were completed on February 3, 2012.  Based 
on the experience study results, the actuaries proposed no changes to current actuarial methods.  However, the actuaries 
proposed reductions to the real wage growth, payroll growth and salary increase assumptions.  The actuaries proposed 
lowering the investment return assumption from 8.5% to 8.00% and making adjustments to several other demographic 
assumptions to more closely match experience. 

 
The most recent actuarial experience study for PERA’s GERF covered the period July 1, 2004, through June 30, 

2008, and was completed in 2009.  As a result, several economic and demographic actuarial assumptions were adjusted in 
fiscal year 2010, including salary increases, payroll growth, withdrawal and retirement rates, and mortality rates.  The most 
recent actuarial experience study for PERA’s PEPFF covered the period July 1, 2004, through June 30, 2009, and was 
completed in 2010.  Several assumptions were adjusted in fiscal year 2011, including salary growth, payroll growth, 
mortality rates, withdrawal rates and retirement rates.  These assumption changes increased the actuarially accrued liability 
$148 million in the PEPFF. 

 
The July 1, 2004, through June 30, 2008, actuarial experience study for TRA was completed in October 2009.  

The report contained a number of economic and demographic recommendations, as previously described.  In July 2010, the 
LCPR enacted a set of assumption changes for TRA, effective for the July 1, 2011, actuarial evaluation, including 
converting to a service-based assumption for individual member salary growth.   Another key assumption change was 
lowering the assumed growth in total member covered salary from 4.50% annually to 3.75% annually.  The effect of the 
assumption changes was estimated to annually save the TRA Fund about 0.2% of covered active member payroll.  For 
Fiscal Year 2012, the TRA Fund saved approximately $8 million. 

 
The following table provides a summary analysis of funding status for the Retirement Systems as of June 30, 

2011, based on the respective annual actuarial valuation reports.  Due to investment losses, funding levels are expected to 
decline for each of the Retirement Systems for the fiscal year ending June 30, 2012 versus funding levels shown for the 
fiscal year ending June 30, 2011. 
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Actuarial 
Accrued 

Liability
2

Actuarial 
Value of 
Assets 

(AVA)
 3

Unfunded 
Actuarial 
Accrued 
Liability 

(UAAL)
 4

Funding 

Ratio
 5

Market 
Value of 
Assets 

(MVA)
 6

Unfunded 
Liability  

Funding 
Ratio 

Active 
Members

Other 
Members

1. Funds For Which the State Has Custodial Responsibility

   Minnesota State Retirement System (MSRS):
      —  State  Employees Retirement Fund $10,576 $9,130 $1,446 86.32% $9,198 $1,378 86.96% 47,955 51,703
      —  Correctional Employees Retirement Fund 907 637 $270 70.23% 647 $260 71.29% 4,322 3,552
      —  State Patrol Retirement Fund 701 563 $138 80.33% 568 $133 81.08% 862 985
      —  Judges Retirement Fund 249 146 $103 58.72% 149 $100 59.73% 308 315
      —  Legislators Retirement Fund(7) 216 19 $197 8.84% 19 $197 8.84% 38 447
      —  Elective State Officers Fund(7) 8 0 $8 0.00% 0 $8 0.00% 0 15
      Subtotal $12,657 $10,495 $2,162 $10,581 $2,076 53,485 57,017

   Public Employees Retirement Association (PERA):
      —  GERF 17,899 13,456 4,443 75.17% 13,616 4,283 76.07% 139,952 226,776
      —  PEPFF 6,364 5,275 1,089 82.89% 5,317 1,047 83.55% 10,880 10,053
      —  MERF 1,239 911 328 73.53% 911 328 73.53% 107 4,193
      —  PECF 285 275 10 96.49% 280 5 98.25% 3,510 4,133
      Subtotal $25,787 $19,917 $5,870 $20,124 $5,663 154,449 245,155
   Teachers’ Retirement Association (TRA): $22,171 $17,132 $5,039 77.27% $17,297 $4,874 78.02% 76,755 91,970
Subtotal $60,615 $47,544 $13,071 $48,002 $12,613 284,689 394,142

2.  Other Funds to Which the State Contributes
   Local Police & Fire Associations(8) 113 117 -4 103.54% 118 -5 104.42% 127 190
   St. Paul Teachers’ Retirement Fund 1,390 973 417 69.99% 952 438 68.49% 3,469 6,790
   Duluth Teachers’ Retirement Fund 321 235 86 73.20% 213 108 66.36% 1,006 2,366
Subtotal $1,824 $1,325 $499 $1,283 $541 4,602 9,346
TOTAL $62,439 $48,869 $13,570 $49,285 $13,154 289,291 403,488

Actuarial  Value Market Value Membership

 

Condition of Defined Benefit Pension Funds to Which 
Minnesota Provides General Fund Resources, June 30, 2011 

($ in Millions)1 

 

 

 

 

 

(1)  The information provided in this table reflects the condition of all pension funds as of June 30, 2011 and is derived from actuarial valuation results as 
of July 1, 2011. 

(2)  The actuarial accrued liability of each of the pension funds is an estimate based on demographic and economic assumptions of the present value of 
benefits that the pension funds will pay during the assumed life expectancies of the applicable members after they retire. 

(3)  The actuarial value of assets of each of the pension funds represents the market-related value of the assets held by the pension funds as adjusted to 
reflect various actuarial methods including the smoothing of actuarial losses and gains (including investment losses and gains) over a five-year period. 

(4)  The UAAL of each of the pension funds reflects the amount of the excess of the actuarial accrued liability of a pension fund over its actuarial value of 
assets.  

(5)  The Funded Ratio of each of the pension funds reflects the quotient obtained by dividing the actuarial value of assets of the pension funds by the 
actuarial accrued liability of the Pension Plan. The indicated percentages reflect the funded ratio as calculated pursuant to the requirements of the 
Governmental Accounting Standards Board (“GASB”) for purposes of presentation in the Comprehensive Annual Financial Report of the State.  

(6)  The market value of assets of each of the pension funds represents the fair market value of the assets held by the pension fund.  The Elective State 
Officers Retirement Fund is a closed plan.  It has no assets in trust (e.g., cash and investments); only the amount receivable from the State’s General 
Fund is its current asset. 

(7)  The Legislators and Elective State Officers defined benefit retirement plans are financed on a pay-as-you-go basis.  The Legislators Retirement Plan is 
funded with members’ contributions paid to the State’s General Fund and annual appropriations from the State’s General Fund.  Assets of the 
Legislators Retirement Fund finance benefits paid to former legislators who were first elected to office prior to July 1, 1997, and retired on or before 
January 1, 2003.  These assets are expected to be depleted within the next five years.  Upon depletion of those assets, all benefits will be funded with 
annual appropriations from the state’s General Fund.  Benefits paid to legislators who were first elected to office prior to July 1, 1997, and retired 
after January 1, 2003, are financed by State General Fund appropriations.  Since the Elective State Officers Retirement Fund has no assets, all benefits 
paid are financed by the State General Fund appropriations.  Legislators and Elective State Officers first elected after July 1, 1997 are members of the 
State’s Unclassified Employees Retirement Fund, a defined contribution plan. 

(8)  Information for local police and fire associations reflects values as of December 31, 2010 for Bloomington Police and Fairmont Police.
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Recent Pension Legislation and Litigation 

In August 2007 the LCPR unanimously approved a modification to the Standards for Actuarial Work.  This action 
permitted the actuary retained to calculate the actuarial value of assets allocated to the Post Retirement Investment Fund at 
market value, as required by GAAP, beginning with the July 1, 2007, actuarial valuation, instead of reporting these assets 
at an amount equal to the liabilities.  The change in asset valuation method resulted in decreases to the actuarial value of 
assets and increases in the unfunded actuarial accrued liabilities for many of the retirement plans.  The funding ratios 
reported in the following paragraphs reflect this change.  In August 2010, the LCPR unanimously approved additional 
changes to the Standards for Actuarial Work.   

 
In 2008, the Legislature enacted legislation that provided that if the composite funding ratio of the Minnesota Post 

Retirement Investment Fund (MPRIF) fell below 80% at the end of any fiscal year, the Post Fund would be abolished.  On 
June 30, 2008, the MPRIF funding ratio was calculated to be 79.7%.  On June 30, 2009, assets and liabilities attributable to 
retired members in the MPRIF were transferred to the respective active member funds.  In conjunction with the dissolution, 
benefit recipients will receive future annual 2.5% cost-of-living adjustments (COLA).  The waiting period and proration 
schedule for the COLA paid in the first year of retirement were also revised. 

 
In 2010, legislation was enacted to modify the annual 2.5% COLAs.  Beginning January 1, 2011, each statewide 

retirement system has unique COLAs.  For the TRA, post-retirement benefits are frozen for 2011 and 2012.  Beginning 
January 1, 2013, TRA benefit recipients will receive a 2.0% adjustment annually.  The benefit adjustment will increase 
from 2% to 2.5% once TRA’s funding ratio exceeds 90%.  For all of the defined benefit plans that the MSRS administers, 
with the exception of the State Patrol Retirement Fund, benefit recipients will receive a 2% adjustment annually.  For the 
State Patrol Retirement Fund, benefit recipients will receive a 1.5% adjustment annually.  The annual benefit adjustment 
will increase to 2.5% for each MSRS defined benefit fund when each fund’s accrued liability funding ratio reaches 90%, 
with the benefit recipients of the PERA’s PEPFF receiving an annual adjustment equal to inflation up to 1.5% beginning 
January 1, 2013 until the funding reaches 90%.  PERA’s PECF was 98.4% funded on a market value basis as of June 30, 
2011, so future annual adjustments will be increased to 2.5% effective January 1, 2012. In addition, for all of the PERA 
plans, if after reaching 90% funding, the ratio subsequently drops below 90%, the prospective annual adjustments must 
again be 1% for PERA GERF and inflation up to 1.5% for the PERA PEPFF until the 90% funded ratio is again attained. 
 

A class action lawsuit was filed in May 2010 against the state’s pension funds.  Swanson, et al v. State, Public 
Employees Retirement Association, Minnesota State Retirement System, Teachers Retirement Association (PERA, MSRS, 
TRA), et al. (Ramsey County District Court).  Plaintiffs challenged the 2009 and 2010 legislative changes made to the 
annual cost of living adjustment for pension benefits.  The district court granted summary judgment to the State on all 
issues and dismissed the plaintiffs’ complaint.  Plaintiffs had until September 6, 2011 to appeal.  No appeal was filed by the 
deadline. 

The 2010 pension bill provides numerous financial stability provisions intended to reduce future unfunded 
liabilities for MSRS, TRA, PERA, the St. Paul Teachers Retirement Fund Association (SPTRFA) and the Duluth Teachers 
Retirement Fund Association (DTRFA).  Provisions include a change in future retirement benefit increases for all MSRS, 
PERA, TRA, SPTRFA and DTRFA plans.  The MSRS State Patrol Retirement Plan, PERA GERF, PERA PEPFF, TRA, 
SPTRFA, and DTRFA plans also include both employer and employee contribution rate increases.  Various other 
provisions including a change in refund rates, change in deferred annuities augmentation rate, and increased vesting 
periods are included for some plans as a means to reduce future unfunded liabilities.  At the end of Fiscal Year 2010, the 
MSRS, PERA, and TRA, combined, lowered unfunded liabilities by a total of over $5.9 billion.   

 
The 2010 legislation also provided for the administrative consolidation of the closed MERF and PERA.  MERF 

assets and liabilities are to remain separate from PERA until fiscal year end market value of assets of the MERF account 
equals or exceeds 80% of the actuarial accrued liability of the MERF account.  The legislation also increases the annual 
State contribution to the MERF account from $9,000,000 annually to $22,750,000 in each FY 2012 and 2013 and 
$24,000,000 each year thereafter through FY 2031. Beginning in FY 2013 the annual additional employer supplemental 
contribution will be a minimum of $27,000,000 and a maximum of $34,000,000. 

The 2010 legislature passed into law an early retirement incentive for eligible State employees.  The incentive 
includes up to 24 months of health insurance payments in to a health care savings account for an employee who is granted 
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the incentive.  This provision is at the discretion of both the employee’s agency and the Commissioner.  In April 2011, 
Minnesota Management and Budget released a report detailing the results of the Legislature.  In all, 1030 (1008 executive) 
employees used the incentive resulting in an estimated FY 2011 – 2013 executive branch all funds savings of $46.7 
million.  

The 2010 legislation extended the amortization date for MSRS State Employees Retirement Fund from 2020 to 
2040.   

In the 2011 Special Legislative Session the legislature passed a minor omnibus pension bill that was signed into 
law by the Governor.  Included in the bill were modifications to the post retirement adjustments for SPTRFA that will 
reduce future liabilities and language permitting voluntary merger of the Minneapolis Firefighters Relief Association and 
the Minneapolis Police Relief Association with PERA’s PEPFF. 

The 2012 legislature modified the investment earnings assumption for determining employee and employer 
contribution rates such that contributions plus expected investment earnings (at the assumed rate of return) will cover the 
projected cost of promised pension benefits. The investment earnings assumption was modified to a “select and ultimate” 
method, effective for July 1, 2012 actuarial valuation report.  The “select” assumed annualized investment return of 8.0% is 
to be used for the first five years for fiscal year 2012 through fiscal year 2016, and the “ultimate” assumed annualized 
investment return rate of 8.5% is to be used for the sixth year forward, for fiscal year 2017 and years thereafter. This 
approach is employed to recognize the current market environment that has diminished the short term market expectations 
while recognizing that over the longer term the higher rate is expected to be met -- and actually has been met and exceeded.  
The legislation also directs delaying the next experience study until 2015 for TRA, MSRS’s General Employees 
Retirement Plan, and PERA’s GERF to cover the period of July 1, 2008, through June 30, 2014. 

MSRS 

While MSRS administers six defined benefit pension funds, the three largest funds, the State Employees 
Retirement Fund, the Correctional Employees Retirement Fund, and the State Patrol Retirement Fund, represent 96% of 
the actuarial accrued liabilities for which MSRS is responsible.  Refer to the MSRS Comprehensive Annual Financial 
Report for further discussion of actuarial valuations for the MSRS defined benefit pension funds as of July 1, 2011.  

 
The State Employees Retirement Fund which includes the General Employees Retirement Plan, the State Fire 

Marshals Plan, the Military Affairs Plan and the Transportation Pilots Plan, is 86.3% funded, with the actuarial value of 
assets totaling $9.13 billion, and the actuarial accrued liability totaling $10.576 billion.  For purposes of determining the 
actuarial value of assets, assets are based on a five-year moving average of expected and market values.  The Fiscal Year 
2009 asset loss associated with the Minnesota Post Retirement Investment Fund (MPRIF), which was dissolved on June 
30, 2009, is recognized incrementally over five years at 20% per year.  Prior to June 30, 2009, MPRIF asset gains and 
losses were not smoothed.  The July 1, 2011 improvement in funding status is attributed in strong investment returns of 
23.7% for the year that increased the actuarial value of assets and changes in the payroll growth and salary scale actuarial 
assumptions that decreased the accrued liability by $121 million.  Due to investment returns during fiscal year 2012 lower 
than the assumed rate of 8.0%, funding levels are expected to decline for MSRS for the fiscal year ending June 30, 2012 
versus funding levels shown for the fiscal year ending June 30, 2011.   

 
The actuarial valuation also calculates the required contribution rates that are necessary to ensure that the MSRS 

funds become fully funded.  Under Minnesota statutes, the State Employees Retirement Fund must be fully funded by June 
30, 2040, the State Patrol Retirement Fund must be fully funded by June 30, 2036, and the Correctional Employees 
Retirement Fund and the Judges Retirement Fund must be fully funded by June 30, 2038.  The June 30, 2011 actuarial 
valuation for the State Employees Retirement Fund calculated that statutory contributions currently received from members 
and employers are 1.03% below the amount required to fully fund the MSRS funds by such funding dates.  The 
contribution deficiency rates increased from (0.99)% to (1.03)% of payroll.  The primary reason for the slight change in 
contribution deficiency was the recognition of deferred investment losses in the determination of the actuarial value of 
assets.  Plan changes affecting members first hired after June 30, 2010 are expected to ultimately reduce the cost of the 
plan, but have not yet had a material impact on the valuation results.  Using the alternative method of market value to 
calculate MSRS assets, the contribution deficiency would decline to 0.86% of the expected fiscal year 2012 active member 
covered payroll of about $2.46 billion.  The Minnesota legislature has enacted a series of member and employer 
contribution rate hikes to increase fund revenues beginning in fiscal year 2012.  The legislature also approved a two-year 
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freeze on retired member annual benefit adjustments and a lower adjustment rate of 2.0% annually beginning on January 1, 
2013.   These recommendations are intended to contain the growth of MSRS actuarial liabilities in order to improve 
MSRS’s funded status. 

 
Actuarial valuations results as of July 1, 2011, show that the MSRS Correctional Employees Retirement Fund is 

70.23% funded, with the actuarial value of assets totaling $637.03 million, and the actuarial accrued liability totaling 
$907.01 million.  The contribution deficiency increased from (4.73)% to (5.30)% of payroll primarily due to the 
recognition of deferred investment losses in the determination of the actuarial value of assets.  Again, plan changes 
affecting members first hired after June 30, 2010 are expected to ultimately reduce the cost of the plan significantly, but 
have not yet had a material impact on the valuation results. 

 
The State Patrol Retirement Fund is 80.33% funded, with the actuarial value of assets totaling $563.05 million, 

and the actuarial accrued liability totaling $700.90 million based on July 1, 2011 actuarial valuation results.  The 
contribution deficiency decreased from (7.84)% to (5.25)% of payroll.  The primary reasons for the improvement are the 
increase in contributions and gains due to lower than expected salary increases.  These gains were partially offset by the 
recognition of deferred investment losses in the determination of the actuarial value of assets.  Plan changes affecting 
members first hired after July 1, 2010 are expected to ultimately reduce the cost of the plan, 

 
The Judges Retirement Fund, is 58.72% funded, with the actuarial value of assets totaling $146.00 million and the 

actuarial accrued liability totaling $248.63 million based on July 1, 2011 actuarial valuation results.  The contribution 
deficiency for the plan is (5.17)% of payroll.  This rate increased from (3.62)% of payroll primarily due to the recognition 
of deferred investment losses in the determination of the actuarial value of assets. 

  
The Legislators and Elective State Officers Retirement Funds are funded on a pay-as-you-go basis with annual 

appropriations from the State’s General Fund. 
 

Automatic Contribution Adjustments 

Legislation enacted in 2006 sets up procedures for MSRS’ Board of Directors to recommend employee and 
employer contribution rate increases when contributions are not sufficient to fully fund the General Employees, the State 
Patrol, or the Correctional Retirement Plans.  The contribution rate increases are automatically triggered when contribution 
deficiencies of 0.5% of covered payroll exist for two consecutive years, unless the Legislative Commission on Pensions 
and Retirement (LCPR) modifies or rejects the Board of Director’s recommendation.  Such contribution rate increases may 
not exceed .25% of payroll annually for either the employee or the employer, and they may not take effect until at least two 
years have passed since fully implementing a previous adjustment.   

 
Based on the law and current funding status, all three plans impacted by this law would see an employee and 

employer contribution rate increase of 0.25% effective July 1, 2014, unless the LCPR overrides the MSRS Board of 
Director’s recommendation.  Then on July 1, 2016, the contribution rates would increase another 0.25% for all three plans.  

 
The law also requires a reduction in employee and employer contribution rates if there is a contribution 

sufficiency exists equal to or greater than 0.5% of covered payroll for two consecutive years. 
 

PERA 

The PERA currently administers three cost-sharing defined benefit pension plans and one defined contribution 
plan.  The largest of the defined benefit plans’ assets are held in trust as the GERF.  On June 30, 2010, the MERF, 
originally established as a separate entity, was consolidated under the GERF.  Assets and liabilities will be calculated 
separately from the rest of the GERF until the MERF becomes 80% funded, at which time it will be fully merged into the 
GERF.  The Police and Fire Fund administered by the PERA holds assets in trust to pay the benefits of licensed peace 
officers and firefighters throughout the State of Minnesota, including those persons who were formerly members of 44 
local paid police and fire relief associations that elected to merge under the PERA’s administrative umbrella and four 
additional paid police and fire relief associations merged in 2011 and 2012 by legislative action and approved by the local 
governments supporting those four relief associations.  The assets of these two funds represent over 99% of PERA’s Total 
Assets.  The newest and smallest defined benefit plan is the PECF.  A description of the funding of the pension plans 
administered by the PERA follows.  
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As of the most recent valuation on July 1, 2011, the GERF (not including MERF) had actuarial assets calculated 
in accordance with Minnesota Statutes of $13.5 billion. The total reserves necessary to fund the liabilities owed to current 
and future retirees of the GERF were approximately $17.9 billion. The comparison of net assets to required reserves shows 
that the funding ratio at the end of Fiscal Year 2011 was 75.2%. Refer to Appendix C, Section 2 for further discussion on 
the actuarial valuation of the GERF as of July 1, 2011. 

 
The MERF had actuarial assets of $911 million as of July 1, 2011, and liabilities of $1.2 billion, resulting in a 

funding ratio of 73.5%.   
 
Due to investment losses, funding levels are expected to decline for each of PERA’s plans for the fiscal year 

ending June 30, 2012 versus funding levels shown for the fiscal year ending June 30, 2011. 
 
Prior to July 1, 1999, the PERA also administered two separate funds for police and fire personnel.  The Public 

Employees Police and Fire Consolidation Fund was made up of 44 police or fire relief association plans that were 
originally administered by individual cities and an independent board of trustees for each plan.  In 1987, the Legislature 
enacted a provision to allow each of these local relief association plans and their cities to elect to have PERA take over the 
administration of their plan, to be maintained under the PERA as a separate fund made up of the individual plans.  
Effective June 30, 1999, the individual plans making up the Public Employees Police and Fire Consolidation Fund were 
merged with the PEPFF.  

Following the merger, as of July 1, 2011, the PEPFF had actuarial assets of $5.3 billion.  The total reserves 
necessary to fund the liabilities owed to current and future retirees of the PEPFF were approximately $6.4 billion.  Net 
assets compared to current and future required reserves resulted in a funding ratio of 82.9% as of July 1, 2011.  Refer to 
Appendix C, Section 2 for further discussion on the actuarial valuation of the PERA PEPFF as of July 1.  
 

The PERA PECF was established by the Minnesota Legislature on July 1, 1999. Participants of that plan are 
newly hired local government correctional service personnel employed by county correctional facilities and include about 
3,200 persons who previously participated in the GERF. The actuarial value of assets of the PECF, as of July 1, 2011, was 
approximately $274 million. The actuarial accrued liability was estimated to be $285 million as of July 1, 2011, resulting in 
a funding ratio of 96.5%. 

 
Legislation passed in 2008 extended the full funding date for the PEPFF to 2038. 
 
Legislation was passed in 2010 that modified several benefit provisions and actuarial assumptions.  Future post 

retirement increases were reduced for all benefit recipients.  The vesting requirement for new members was increased from 
three years to five years (with a graded vesting period from five to ten years in the PEPFF and the PECF).  Interest paid on 
refunds was reduced from 6% to 4% effective July 1, 2011.  The growth rate of future deferred benefits was reduced to 1% 
per year effective January 1, 2012, and eliminated for members who defer after 2011.  Employer and employee 
contribution rates were increased January 1, 2011, by 0.5% (shared between members and employers) for the GERF and 
PEPFF.  
 

Experience studies were completed on all three of PERA’s defined benefit plans between 2009 and 2012. The 
results of those studies were recommendations to modify assumptions noted earlier in this section on “Retirement Systems 
Funding.” The assumptions for each plan that were modified include, but are not limited to the following: 
 
Assumption PERA GERF PERA PEPFF PERA PECF 

Investment Return; 
effective July 1, 2012 

8% for five years;  
8.5% each year 
thereafter 

8% for five years;  
8.5% each year thereafter 

8% for five years;  
8.5% each year thereafter 

Payroll Growth 3.75% (down from 4.5%) 3.75% (down from 4.5%) 3.75% (down from 4.5%) 

Salary Growth 
Service related; maximum 
increase of 3.5% after 17 
years of service  

Service related; maximum 
increase of 4.5% after 22 
years of service  

Age related; maximum 
increase of 4.0% after age 
65 
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Assumption PERA GERF PERA PEPFF PERA PECF 

Mortality 

Moved to a generational 
table (RP2000) that 
incorporates improving life 
expectancy 

Moved to a generational 
table (RP2000) that 
incorporates improving life 
expectancy 

Moved to a generational 
table (RP2000) that 
incorporates improving life 
expectancy 

Withdrawal 

Moved from age and 
service related to service 
related only; increased 
number expected  

Uses an age and years of 
service; increased the  
expected withdrawals within 
the first three years of 
service  

Uses an age and years of 
service; increased expected 
withdrawals within the first 
three years of service 

Retirement Increased slightly the 
number expected at age 62 

Increased slightly the 
number expected at ages 50 
and age 54 

Increased slightly the 
number expected at age 50; 
decreased expectations at 
most other ages 

 
The impact of the assumption changes, as noted above, to be implemented as part of the July 1, 2012 annual 

valuation reports will increase the contributions required to support all three of PERA’s defined benefits plans to varying 
degrees. The GERF will move from having a total contribution rate of slightly more than the actuary projected was needed 
to support the plan as of July 1, 2011, to a contribution deficiency, a position of needing just slightly more to ensure 
reaching its statutory full funding date of June 30, 2031.  

Likewise the assumption changes to be implemented as part of the upcoming annual valuation reports for the 
PERA PEPFF and the PERA PECF will show the need for an increase in contributions in the future. The exact impact on 
total contributions needed for each of the three plans is expected to be somewhat worse than projected during the 2012 
legislative discussions due to the fact that the 2012 fiscal year investment returns coming are in at less than the assumed 
return. The projected measures of the required contribution support needed for each of these plans will be known by the 
end of calendar year 2012.  

Automatic Contribution Adjustments 

As part of the 2005 Special Session and updated in 2010, the legislature approved language in Minnesota Statues, 
Chapter 353, authorizing the PERA Board of Trustees to recommend an incremental contribution rate increase for 
members and participating employers of the PERA GERF if certain conditions exist, such as: 

• Beginning with the actuarial valuation of July 1, 2010, if the combined contributions for employees and 
employers are at least 1% more than required to adequately fund the plan for two consecutive years as 
reported in the annual actuarial valuation, the Board may recommend a decrease in the employee and 
employer rates by 0.25% of pay each for one or more years until the contributions collected are no more than 
1% above the actuarially required total contribution; 

 
• Beginning with the actuarial valuation of July 1, 2010, if the combined contributions for employees and 

employer are at least 0.5% of pay short of what the actuary has determined is needed to fund the plan to 100% 
by the required funding date, for two consecutive years as reported in the annual actuarial valuation, the 
Board may recommend an increase in both the employee and employer contribution rates as follows: 

→Less than 2%, an increase of 0.25% of pay each  
→Greater than 1.99 but less than 4%, an increase of up to 0.5% of pay each 
→Greater than 4%, an increase of up to 0.75% of pay each.  

The PERA Board is to recommend an increase (or decrease) of the employee and employer contribution rates to 
be effective on July 1 following receipt of the most recent actuarial valuation indicating the deficiency or sufficiency in 
contributions has existed for at least two consecutive years. The Legislature may override the Board’s recommendation 
through legislative enactment of something other than the Board’s recommendation during the session that would fall 
between receipt of the valuation and the Board’s recommendation and the implementation of the Board’s recommendation 
on the following July 1.  
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No contribution sufficiency in excess of 1% may be used to fund any type of benefit improvement. Any 
recommended changes in assumptions must first be implemented and a measure of the resulting impact on the total 
required contributions must be determined before any reduction in contribution rates may be recommended. 

Similar language does not exist to allow the Board to automatically adjust contribution rates for the PEPFF and 
the PECF. Therefore, any adjustments in contributions will have to be proposed through legislation. 

TRA 

The 2012 legislature enacted one prominent change to TRA’s actuarial financing structure: modification of the 
annual investment earnings assumption.   The legislature changed the previous assumption of 8.5% annually, to a “select 
and ultimate” rate.   The new structure, effective for the July 1, 2012 valuation report assumes an 8.0% assumption for five 
years (fiscal years 2012-2016) and 8.5% for years thereafter.  

TRA administers one defined benefit plan.  TRA active members with three or more years of service are eligible 
for a monthly benefit based on their age, years of service, and highest five years of salaries.  For members first employed 
after June 30, 1989, the normal retirement age for unreduced benefits is age 66. 

After the dissolution of the Minnesota Post Retirement Investment Fund (MPRIF) on June 30, 2009, the assets of 
all active and retired members of TRA are contained in the single fund known as the TRA Fund.  As of the most recent 
actuarial valuation on June 30, 2011, the actuarial value of TRA assets was $17.13 billion.  The actuarial accrued liability 
was $22.17 billion, producing an unfunded actuarial accrued liability of $5.04 billion. 

TRA’s funded ratio on June 30, 2011, stood at 77.27%, which was a slight decline from the 77.36% funded ratio 
as of June 30, 2010.  This ratio is a measure of funding status, and its history is a measure of funding progress.  The decline 
noted during fiscal year 2011 was attributable to recognition of previously deferred investment losses from the 2008-2009 
market downturns.  Due to investment performance below the 8% annual return assumed actuarially, funding ratios are 
expected to decline for TRA for the fiscal year ending June 30, 2012, as compared to the funding ratios shown for the fiscal 
year ending June 30, 2011. 

TRA’s actuary uses a different definition to calculate the value of TRA assets for actuarial reporting purposes.  
Minnesota Statute requires that the asset value be “smoothed” over a five-year period so that the impact of any one 
investment year, good or bad, is minimized.  The formula tends to reduce volatility in the calculated value of the actuarial 
value of assets.  Since the investment return achieved for fiscal year 2012 is lower than the 8.0% assumed for fiscal year 
2012, the TRA 2012 actuarial valuation that will be finalized in December 2012 is expected to show a deferred investment 
loss that will be recognized over the following four actuarial valuations.  Future investment performance above 8.0% will 
help offset the potential funding impacts of the current deferred investment loss TRA will carry as of July 1, 2012.  

The actuarial valuation also calculates the required contribution rates that are necessary to ensure that the TRA 
fund becomes fully funded.  Under Minnesota Statute, the TRA Fund must be fully funded by June 30, 2037.  The June 30, 
2011 actuarial valuation calculated that statutory contributions currently received from members and employers are 3.88% 
below the amount required to fully fund the TRA Fund by June 30, 2037.  The contribution deficiency is expected to 
increase due to the effects of the lower than expected investment returns during fiscal year 2012.  In 2010, the Minnesota 
legislature enacted a series of member and employer contribution rate hikes to increase fund revenues beginning in fiscal 
year 2012.  The legislature also approved a two-year freeze on retired member annual benefit adjustments and a lower 
adjustment rate of 2.0% annually beginning on January 1, 2013.   These recommendations are intended to contain the 
growth of TRA actuarial liabilities in order to improve TRA’s funded status. 

As of July 1, 2011, the 2011-2014 contribution rate increases and the benefit changes in the sustainability package 
addressed 3% of the 3.88% deficit, which leaves a remaining potential deficit equivalent to 0.88% of salaries in 2014.  The 
fiscal year 2012 investment performance was less than the 8% expected.  Consequently, TRA’s contribution deficiency in 
the forthcoming fiscal year 2012 actuarial valuation is expected to increase.  The TRA Board will closely monitor the 
investment markets in the coming years.  If the funding status of the TRA Fund does not improve, the Board may 
recommend further changes to the Legislature to assure TRA’s future financial status.   
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THE FACILITY 

The Facility accommodates the administrative offices of the Retirement Systems with initial occupancy to 
accommodate expected growth in the number of employees through the year 2010 and provide expansion space to allow 
growth of the agencies from the year 2010 through the year 2040.  The Facility will support growth beyond the year 2010 
by providing additional space that would be initially occupied by Minnesota State government agencies, including the State 
Board of Investment and a department of the Secretary of State’s Office.  The Facility is a four story structure having 
146,518 gross square feet.  The parking ramp at 117,360 square feet, is designed to accommodate up to 375 cars.  
Ownership of the Facility will be in the name of the State of Minnesota, held in trust for each of the Retirement Systems as 
tenants in common.  The Retirement Systems have entered into a Co-Tenancy Agreement which sets forth the duties of 
each of the Retirement Systems with respect to the construction, operation and maintenance costs of the Facility.  In the 
Co-Tenancy Agreement, the Retirement Systems have agreed that the current percentage use of the Facility is as follows: 
MSRS: 26.8%; PERA: 36.5%; and TRA: 36.7%.  These percentages represent each Retirement System’s Ownership 
Interest in the Facility and are used to determine the amount of their respective Debt Service Payments.  The percentage 
Ownership Interests may change from time to time as further described in the Joint Payment and Pledge Agreement and 
Co-Tenancy Agreement, in which case their respective shares of the Debt Service Payments would change accordingly. 

FINANCIAL STATEMENTS 

The financial statements of the Retirement Systems for the Fiscal Year ended June 30, 2011, which are included 
in Appendix C attached to this Official Statement, have been audited by the Office of the Legislative Auditor. 

TAX MATTERS 

Tax Exemption 

At closing Kennedy & Graven, Chartered, Bond Counsel, will render an opinion that, at the time of their issuance 
and delivery to the original purchaser, under present federal and State of Minnesota laws, regulations, ruling and decisions 
(which excludes any pending legislation which may have a retroactive effect), the interest on the Revenue Bonds is 
excluded from gross income for purposes of United States income tax and is excluded, to the same extent, in computing 
both gross income and taxable net income for purposes of State of Minnesota income tax (other than Minnesota franchise 
taxes measured by income and imposed on corporations and financial institutions), and that interest on the Revenue Bonds 
is not an item of tax preference for purposes of computing the federal alternative minimum tax imposed on individuals and 
corporations or the Minnesota alternative minimum tax applicable to individuals, estates or trusts; provided that interest on 
the Revenue Bonds is subject to federal income taxation to the extent it is included as part of adjusted current earnings for 
purposes of computing the alternative minimum tax imposed on certain corporations.  No opinion will be expressed by 
Bond Counsel regarding other federal or state tax consequences caused by the receipt or accrual of interest on the Revenue 
Bonds or arising with respect to ownership of the Revenue Bonds.  Preservation of the exclusion of interest on the Revenue 
Bonds from federal gross income and state gross and taxable net income, however, depends upon compliance by the 
Retirement Systems with all requirements of the Internal Revenue Code of 1986, as amended (the “Code”) that must be 
satisfied subsequent to the issuance of the Revenue Bonds in order that interest thereon be (or continue to be) excluded 
from federal gross income and state gross and taxable net income. 

The Retirement Systems will covenant to comply with requirements necessary under the Code to establish and 
maintain the Revenue Bonds as tax-exempt under Section 103 thereof, including without limitation, requirements relating 
to temporary periods for investments and limitations on amounts invested at a yield greater than the yield on the Revenue 
Bonds. 

The Internal Revenue Code of 1986, as amended (the “Code”), contains a number of requirements and restrictions 
which apply to the Revenue Bonds, including investment restrictions, which require periodic payments of arbitrage profits 
to the United States, and which apply to the timely and proper use of Revenue Bond proceeds and the activities financed 
therewith and certain other matters. The Order and other documents executed in connection with the issuance of the 
Revenue Bonds include provisions which, if complied with by the State, meet the requirements of the Code. Failure to 
comply with certain of such provisions may cause interest on the Revenue Bonds to become subject to federal and State of 
Minnesota income taxation retroactive to the date of issuance of the Revenue Bonds. No provision is made for redemption 
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of the Revenue Bonds or for an increase in the interest rate on the Revenue Bonds in the event that interest on the Revenue 
Bonds becomes subject to federal or Minnesota income taxation. 

The form of legal opinion to be issued by Kennedy & Graven, Chartered with respect to the Revenue Bonds is set 
forth in Appendix F. 

The exemption for federal or State tax purposes of interest to be paid on the Revenue Bonds from income taxation 
is not mandated or guaranteed by the United States or State Constitutions. Accordingly, federal and State laws providing 
for tax-exemption of the interest are subject to change. In the event federal or State law is changed to provide the interest 
on the Revenue Bonds is subject to federal or State income taxation, or if federal or State income tax rates are reduced, the 
market value of the Revenue Bonds may be adversely affected. 

OTHER FEDERAL TAX CONSIDERATIONS 

 

Premium Bonds 

Revenue Bonds are being issued at a premium to the principal amount payable at maturity.  Except in the case of 
dealers, which are subject to special rules, Bondholders who acquire Revenue Bonds at a premium must, from time to time, 
reduce their federal and Minnesota tax bases for the Revenue Bonds for purposes of determining gain or loss on the sale or 
payment of such Revenue Bonds.  Premium generally is amortized for federal and Minnesota income and franchise tax 
purposes on the basis of a Bondholder’s constant yield to maturity or to certain call dates with semiannual compounding.  
Bondholders who acquire Revenue Bonds at a premium might recognize taxable gain upon sale of the Revenue Bonds, 
even if such Revenue Bonds are sold for an amount equal to or less than their original cost.  Amortized premium is not 
deductible for federal or Minnesota income tax purposes.  Bondholders who acquire Revenue Bonds at a premium should 
consult their tax advisors concerning the calculation of bond premium and the timing and rate of premium amortization, as 
well as the state and local tax consequences of owning and selling Revenue Bonds acquired at a premium. 

Property and Casualty Insurance Companies 

Property and casualty insurance companies are required to reduce the amount of tax-exempt interest received or 
accrued during the taxable year on certain obligations acquired after August 7, 1986, including interest on the Revenue 
Bonds. 

Foreign Insurance Companies 

Foreign companies carrying on an insurance business in the United States are subject to a tax on income which is 
effectively connected with their conduct of any trade or business in the United States, including “net investment income.”  
Net investment income includes tax-exempt interest such as interest on the Revenue Bonds. 

Branch Profits Tax 

A foreign corporation is subject to a branch profits tax equal to 30% of the “dividend equivalent amount” for the 
taxable year.  The “dividend equivalent amount” is the foreign corporation’s “effectively connected earnings and profits” 
adjusted for increase or decrease in “U.S. net equity.”  A branch’s earnings and profits may include tax-exempt municipal 
bond interest, such as interest on the Revenue Bonds. 

Passive Investment Income of S Corporations 

Passive investment income, including interest on the Certificates, may be subject to federal income taxation under 
Section 1375 of the Code for an S corporation that has Subchapter C earnings and profits at the close of the taxable year if 
more than 25% of the gross receipts of such S corporation is passive investment income. 
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Financial Institutions 

For federal income tax purposes, financial institutions are unable to deduct any portion of the interest expense 
allocable to the ownership of certain tax-exempt obligations acquired after August 7, 1986, including the Revenue Bonds. 

General 

The preceding is not a comprehensive list of all federal tax consequences which may arise from the receipt or 
accrual of interest on the Revenue Bonds.  The receipt or accrual of interest on the Revenue Bonds may otherwise affect 
the federal income tax (or Minnesota income tax or franchise tax) liability of the recipient based on the particular taxes to 
which the recipient is subject and the particular tax status of other items of income or deductions.  All prospective 
purchasers of the Revenue Bonds are advised to consult their own tax advisors as to the tax consequences of, or tax 
considerations for, purchasing or holding the Revenue Bonds. 

Legislative Proposals 

Bond Counsel’s opinion is given as of its date and Bond Counsel assumes no obligation to update, revise, or 
supplement such opinion to reflect any changes in facts or circumstances or any changes in law that may hereafter occur.  
Proposals are regularly introduced in both the United States House of Representatives and the United States Senate that, if 
enacted, could alter or affect the tax-exempt status of municipal bonds.  For example, legislation has been proposed by 
President Obama that would, among other things, limit the amount of exclusions (including tax-exempt interest) or 
deductions that certain higher-income taxpayers could use to reduce their tax liability.  The likelihood of adoption of this or 
any other such legislative proposal relating to tax-exempt bonds cannot be reliably predicted.  If enacted into law, current 
or future proposals may have a prospective or retroactive effect and could affect the value or marketability of tax-exempt 
bonds (including the Revenue Bonds).  Prospective purchasers of the Revenue Bonds should consult their own tax advisors 
regarding the impact of any such change in law. 

ENFORCEABILITY OF OBLIGATIONS 

While the Revenue Bonds are to be payable from the payments to be made by the Retirement Systems pursuant 
unto the Joint Payment and Pledge Agreement, the practical realization of such security upon any default will depend upon 
the exercise of various remedies specified by the Joint Payment and Pledge Agreement.  These and other remedies are in 
many respects dependent upon judicial actions which are often subject to discretion and delay.  Under constitutional, 
statutory and judicial law, the remedies specified in the Joint Payment and Pledge Agreement may not be readily available 
or may be limited.  A court may decide not to order the specific performance of covenants contained in such documents.  
The various legal opinions to be delivered concurrently with the delivery of the Revenue Bonds will be qualified as to the 
enforceability of the various legal instruments by limitations imposed by state and federal laws affecting remedies and by 
bankruptcy, reorganization or other laws affecting the enforcement of creditors’ rights.   

LEGAL OPINIONS 

Legal matters incident to the authorization, issuance, validity and sale of the Revenue Bonds and the tax exempt 
status will be passed upon by Kennedy & Graven, Chartered, Bond Counsel.  The State Attorney General will offer an 
opinion as to the enforceability and validity of the Joint Payment and Pledge Agreement.  The form of legal opinion to be 
issued by Kennedy & Graven, Chartered with respect to the Revenue Bonds is set forth in Appendix F. 

LITIGATION 

There is not now pending any litigation against the State or any of the Retirement Systems seeking to restrain or 
enjoin the sale, issuance, execution or delivery of the Revenue Bonds, or in any manner questioning or affecting the 
validity of the Revenue Bonds or the proceedings or authority pursuant to which they are to be issued and sold. 

There is not now pending any litigation challenging the validity, enforceability of, or seeking to restrain or enjoin 
the Retirement Systems from entering into the Joint Payment and Pledge Agreement nor any legislation that would have a 
Material adverse effect on the Assets of the Retirement Systems. 
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CONTINUING DISCLOSURE 

The Commissioner, in the Order authorizing and ordering the issuance of the Revenue Bonds and, together with 
the Retirement Systems, in the Undertaking, has covenanted and agreed on behalf of the State, for the benefit of the holders 
of the Revenue Bonds from time to time, to comply with the provisions of Securities and Exchange Commission 
Regulation, 17 C.F.R. Section 240.15c2-12, paragraph (b)(5); and, for this purpose, to provide to the Electronic Municipal 
Market Access system operated by the Municipal Securities Rulemaking Board, annual financial information of the type 
included in this Official Statement and notice of the occurrence of events which materially affect the terms, payment, 
security, rating, or tax status of the Revenue Bonds. The State and the Retirement Systems are the only “obligated persons” 
in respect of the Revenue Bonds within the meaning of paragraph (b)(5).  The Commissioner is not in default of any 
continuing disclosure obligation with respect to any outstanding general obligation or revenue bond of the State.  The form 
of the Continuing Disclosure Undertaking is set forth in Appendix E. 

FINANCIAL ADVISOR 

The Issuer has retained Public Financial Management, Inc. of Minneapolis, Minnesota, as financial advisor (the 
“Financial Advisor”) in connection with the issuance of the Revenue Bonds.  The Financial Advisor is not a public 
accounting firm and has not been engaged by the Issuer to compile, review, examine or audit any information in the 
Official Statement in accordance with accounting standards.  The Financial Advisor is an independent advisory firm and is 
not engaged in the business of underwriting, trading or distributing municipal securities or other public securities and 
therefore will not participate in the underwriting of the Revenue Bonds. 

UNDERWRITING 

The Commissioner acting on behalf of the Retirement Systems has sold the Revenue Bonds at public sale to 
Oppenheimer & Co., Inc., as Underwriters, for a price of $23,394,226.35, the Revenue Bonds to bear interest at the rates 
set forth on the cover page of this Official Statement. 

The Underwriters have advised the Commissioner that they will offer the Revenue Bonds to the public at the 
initial public offering prices set forth on the cover page of this Official Statement, and that after the Revenue Bonds are 
released for sale to the public, the offering prices and other selling terms may from time to time be varied by the 
Underwriters. 

RATINGS 

The Revenue Bonds described herein have been rated “AAA” by Standard and Poor’s and “AAA” by Fitch.  The 
ratings reflect only the views of these Rating Agencies. An explanation of the significance of such ratings may be obtained 
only from the respective Rating Agency assigning such rating.  Generally, the Rating Agencies base their ratings on 
information and materials furnished by the State and the Retirement Systems and on investigations, studies, and 
assumptions by the respective Rating Agencies.  

The credit ratings are not a recommendation to buy, sell, or hold the Revenue Bonds and there is no assurance that 
the credit ratings will be maintained for any given period of time or that they will not be lowered or withdrawn entirely if, 
in the judgment of the Rating Agency originally establishing such rating, circumstances so warrant.  After the date hereof 
investors should not assume that such ratings are still in effect.  The State and the Retirement Systems have undertaken no 
responsibility to oppose any revision or withdrawals of any ratings on the Revenue Bonds.  Any such revision or 
withdrawal of a credit rating assigned to the Revenue Bonds could have an adverse effect on the market price and 
marketability of the Revenue Bonds.  Investors are directed to the Rating Agencies for additional information on their 
respective evaluations of the Revenue Bonds.   

MISCELLANEOUS 

Any statements made in this Official Statement involving matters of opinion or estimates, whether or not so 
expressly stated, are set forth as such and not as representations of fact, and no representation is made that any of the 
estimates will be realized. 
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The summaries and descriptions contained in this Official Statement and the Appendices hereto of the provisions 
of the Revenue Bonds, the Order, the Joint Payment and Pledge Agreement, Co-Tenancy Agreement and the Continuing 
Disclosure Agreement and all references to other materials not purporting to be quoted in full are only brief outlines of 
some of the provisions thereof and do not purport to summarize or described all of the provisions thereof. 

AUTHORIZATION OF OFFICIAL STATEMENT 

The Commissioner and the Retirement Systems have prepared and delivered this Official Statement to the 
Underwriters of the Revenue Bonds and have authorized the Underwriters to use it in connection with the offering and sale 
of the Revenue Bonds to investors. 

As of the date of issuance of the Revenue Bonds, the Underwriters will be furnished with a certificate signed by 
the Commissioner stating that, as of the date of the Official Statement, the Official Statement did not and does not, as of 
the date of the certificate, contain any untrue statement of a material fact or omit to state a material fact necessary in order 
to make the statements made therein, in light of the circumstances under which they were made, not misleading. 

   /s/     
James D. Schowalter 
Commissioner of Minnesota Management and Budget 
State of Minnesota 
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APPENDIX A 

Defined Terms 

 
For purposes of this Official Statement and the Commissioner’s Order the following terms have the 

following meanings: 

Act means Minnesota Statutes, Section 356B.10. 

Available Assets means all Total Assets less Excluded Assets.  

Basic Plan means the portion of assets held for a very few of the TRA and PERA contributing members 
who are not covered by Social Security. 

Basic Retirement Fund means the portion of the retirement systems assets that provide funding for active 
employees and those who have terminated from service, but have not begun to receive monthly retirement benefits. 

Bond Registrar or Registrar means The Bank of New York Mellon Trust Company, N.A., in Dallas, Texas, 
and any successor entity, acting as bond registrar and paying agent for the Revenue Bonds under the Order.  

Business Day means any day on which commercial banks located in the State are open for commercial 
business. 

Cash Balance means cash and short-term investments for each Retirement System held in the Pension Fund 
Depository Accounts in an amount not less than their pro rata share of debt service due on the Revenue Bonds on the 
next Debt Service Payment Date. 

Collateral Documents means, collectively, this Agreement, the Co-Tenancy Agreement, and all of the 
documents, agreements and instruments providing for or relating to the financing or operation of the Facility and the 
Revenue Bonds. 

Commissioner means the Commissioner of the Department of Management and Budget (also known as 
Minnesota Management and Budget), or, prior to the change in the name of the Department of Finance to the 
Department of Management and Budget, the Commissioner of the Department of Finance. 

Co-Tenancy Agreement means that certain Co-Tenancy Agreement among the Retirement Systems 
governing the construction, use, operation and maintenance of the Facility, as the same may be amended from time 
to time. 

Debt Service Fund or Pension Building Debt Service Fund means the separate and special pension building 
debt service fund established in the State treasury. 

Debt Service Payment Default means failure of a Retirement System to deposit with the Commissioner its 
Debt Service Payment on or before a Debt Service Payment Date. 

Debt Service Payment means each Retirement System’s allocated share of debt service on the Revenue 
Bonds based on its Ownership Interest as set forth in Section 3.1 of the Joint Payment and Pledge Agreement. 

Debt Service Payment Date means May 15 and November 15 of each year commencing November 15, 
2012. 

Excluded Assets means all amounts contributed to and deposited in: the Elective State Officers Retirement 
Fund under Minnesota Statutes, Chapter 352C; the State Legislators Retirement Fund under Minnesota Statutes, 
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Chapter 3A; the Unclassified Employees Retirement Fund under Minnesota Statutes, Chapter 352D; the Heath Care 
Savings Fund under Minnesota Statutes, Section 352.98; the Deferred Compensation Fund under Minnesota 
Statutes, Sections 352.965 – 352.97; the Hennepin County Supplemental Retirement Fund under Minnesota 
Statutes, Sections 383B.46 to 383B.52; the Public Employees Defined Contribution Plan under Minnesota Statutes, 
Chapter 353D; the Statewide Lump-Sum Volunteer Firefighter Retirement Fund under Minnesota Statutes, Chapter 
353G; and any other funds which are related to or are dedicated to defined contribution plans administered now or in 
the future by the Retirement Systems, and any amounts deposited in any Other Post-Employment Benefit trust 
established under Minnesota Statutes, Chapter 471.6175; and any funds which are related to or are dedicated to 
defined contribution plans administered now or in the future by the Retirement Systems. 

Facility means the building and related facilities jointly occupied by the Retirement Systems. 

Fiscal Year means the fiscal year of each of the Retirement Systems which commences on July 1 in each 
year and ends on June 30 of the following year. 

Fitch means Fitch Investors Service, L.P. 

GERF means the defined benefit plan administered by PERA known as the General Employees Retirement 
Fund. 

Government Obligations means obligations which are general obligations or guaranteed as to the payment 
of principal and interest by the United States government.   

Interest Payment Date means each June 1 and December 1, commencing December 1, 2012. 

Invested Treasurer’s Cash (ITC) means a pooled fund consisting of all cash on hand in the State treasury, 
not otherwise invested.  Participating funds/accounts include such state government entities as the Trunk Highway 
Fund, Municipal State Aid Street Fund, Health Care Access Fund, Infrastructure Development Fund, various bond 
proceeds accounts, and approximately 200 other entities.  

Joint Payment and Pledge Agreement means the Joint Payment and Pledge Agreement, dated as of August 
9, 2012, between the Commissioner and the Retirement Funds. 

Material means, with respect to litigation involving the Retirement Systems, litigation involving claims for 
$10,000,000 or more. 

MERF means the defined benefit plan administered by PERA known as the Minneapolis Employees 
Retirement Fund. 

MSRS means the State of Minnesota State Retirement System. 

Order means the Order dated August 9, 2012, summarized in Appendix D executed by the Commissioner 
pursuant to the Act, authorizing the sale and issuance of the Revenue Bonds and providing for the payment and 
security of the Revenue Bonds. 

Outstanding, when used with respect to all Revenue Bonds means all Revenue Bonds except: 

(i) Revenue Bonds theretofore canceled by the Commissioner or delivered to the 
Commissioner canceled or for cancellation; 

(ii) Revenue Bonds which have been discharged as provided in Section 5.08 of the Order; 
and 

(iii) Revenue Bonds in exchange for or in lieu of which other Revenue Bonds shall have been 
issued and delivered in accordance with the order of the Commissioner authorizing their issuance. 
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Ownership Interest means currently for the Minnesota State Retirement System: 26.8%, for the Public 
Employees Retirement Association: 36.5%, and for the Teachers Retirement Association: 36.7% as the same may 
change from time to time as permitted in the Co-Tenancy Agreement. 

PECF means the defined benefit plan administered by PERA named the Public Employees Local 
Government Correctional Services Retirement Fund and known as the Public Employees Correctional Fund. 

Pension Building Debt Service Fund or Debt Service Fund means the separate and special fund established 
in the State treasury used to record the transfer and disbursement of Debt Service Payments on the Revenue Bonds. 

Pension Building Fund means the separate and special fund established in the State treasury used for the 
purpose of the payment of construction and related costs of the Facility. 

Pension Fund Depository Accounts means the accounts in the State treasury holding monies which have 
not been certified to the State Board of Investment for the benefit of (a) the following plans managed by MSRS (i) 
State Employees Retirement Fund, (ii) State Patrol Retirement Fund, (iii) Judges Retirement Fund and (iv) 
Correctional Employees Retirement Fund; (b) the following plans managed by PERA (i) GERF, (ii) PEPFF, and (iii) 
PECF; and (c) the Teachers Retirement Fund, managed by TRA; 

PEPFF means the defined benefit plan administered by PERA known as the Public Employees Police and 
Fire Fund. 

PERA means the State of Minnesota Public Employees Retirement Association. 

Permitted Investments means investments authorized by Minnesota Statutes, Section 11A.24 or any 
successor statute. 

Pledged Assets means the Available Assets of the Retirement Systems pledged pursuant to Minnesota 
Statutes, Chapter 356B.10, Subd. 5 to the extent set forth in Section 3.3 of the Joint Payment and Pledge Agreement 
and all funds held in the Pension Building Debt Service Fund. 

Prior Bonds means the State of Minnesota $29,000,000 Retirement System Building Revenue Bonds, 
Series 2000. 

Rating Agencies means Standard & Poor’s and Fitch. 

Registered Owner means the person or entity in whose name ownership of a Revenue Bond is recorded on 
the Bond Register maintained by the Registrar. 

Registrar or Bond Registrar means The Bank of New York Mellon Trust Company, N.A., in Dallas, Texas, 
and any successor entity, acting as bond registrar and paying agent with respect to the Revenue Bonds under the 
Order.  

Related Bond Documents means the Order and the Continuing Disclosure Agreement. 

Retirement Systems means collectively, the Minnesota State Retirement System, the Public Employees 
Retirement Association of Minnesota and the Teachers Retirement Association, their Successors and assigns. 

Retirement Systems Representative means the Assistant Executive Director/Manager of Finance of PERA. 

Revenue Bonds means the Retirement System Building Revenue Refunding Bonds, Series 2012 issued by 
the Commissioner pursuant to the Act and the Order. 

Standard & Poor’s means Standard & Poor’s Ratings Services, a Standard & Poor’s Financial Services 
LLC business. 
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State means the State of Minnesota, or the State of Minnesota acting by and through its duly elected 
representatives and officers or its duly appointed officers and agents, as the case may be. 

State Board of Investment or SBI means the Minnesota State Board of Investment. 

Terminated System means, as of the date specified by the State legislature, any Retirement System deemed 
terminated by the State legislature. 

Total Assets means all cash and short-term and long-term investments of the Retirement Systems held for 
the benefit of the retirement plans managed by the Retirement Systems. 

TRA means the State of Minnesota Teacher’s Retirement Association. 
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APPENDIX B  

Summary of the Joint Payment and Pledge Agreement 

 
The following is a summary of certain provisions of the Joint Payment and Pledge Agreement, which is 

qualified in its entirety by reference to the Joint Payment and Pledge Agreement.  Capitalized terms used herein 
which are not required to be capitalized by proper grammar have the meaning set forth below or in Exhibit A. 

 

Use of Proceeds and Debt Service Payments 

Pursuant to the Joint Payment and Pledge Agreement, the Retirement Systems agree to make semiannual 
Debt Service Payments sufficient in amount to pay all principal of, premium, if any, and interest on the Revenue 
Bonds when due, each according to a pro rata share of its Ownership Interest in the Facility.  The Retirement 
Systems also agree to pay the amount of any rebate payments required to be made under Section 148(f) of the 
Internal Revenue Code in respect of the Revenue Bonds, each according to a pro rata share of its Ownership Interest 
in the Facility. 

The obligation of the Retirement Systems to make the Debt Service Payments required under the Joint 
Payment and Pledge Agreement is absolute and unconditional regardless of:  (i) any lack of validity or enforceability 
of any of the Collateral Documents; (ii) any amendment or waiver of any provision of all or any of the Collateral 
Documents; (iii) the existence of any claim, setoff, defense or other rights which the Retirement Systems may have 
at any time against the Commissioner, any Bondholder, each other, or any other Person whether in connection with 
the Joint Payment and Pledge Agreement, the Collateral Documents or any transaction contemplated thereby or any 
unrelated transaction; (iv) the discontinuance of use by any Retirement System of any portion of the Facility; (v) any 
damage, destruction, casualty, condemnation or other event or condition involving the Facility which interrupts or 
terminates a Retirement System’s use thereof; (vi) any dispute between or among the Retirement Systems relating to 
the Facility or the use, operation, maintenance or improvement thereof; or (vii) any other circumstance or happening 
whatsoever, whether or not similar to any of the foregoing, not resulting from gross negligence or willful 
misconduct of the Commissioner. 

Pledged Assets 

To secure the payment of each Retirement System’s Debt Service Payment when due, each Retirement 
System pledges and grants to the Commissioner a security interest in its Available Assets to secure payment of their 
respective Debt Service Payments.  The pledge and security interest made in the Joint Payment and Pledge 
Agreement attaches only upon the occurrence of a Debt Service Payment Default, and only in the amount of the 
Debt Service Payment in default.  All Available Assets of the Retirement Systems in excess of the necessary amount 
attached to secure payment of a Debt Service Payment under the Joint Payment and Pledge Agreement may be held, 
invested and used by the Retirement Systems for any other purpose authorized by law. 

Each Retirement System covenants and agrees to maintain, as of May 1 and November 1 of each year, 
commencing November 1, 2012, an amount equal to or greater than the Cash Balance in its respective Pension Fund 
Depository Accounts.  Amounts in the Pension Fund Depository Accounts may be spent without restriction, except 
for the obligation of each Retirement System to replenish the Pension Fund Depository Accounts to at least the Cash 
Balance as of each May 1 and November 1. 

In the event that one Retirement System holds a 100% Ownership Interest in the Facility, that Retirement 
System shall maintain a Cash Balance in an amount not less than their pro rata share of debt service due on the 
Revenue Bonds on the next Debt Service Payment Date in its Pension Fund Depository Accounts. 

In the event of a Debt Service Payment Default, the Commissioner shall first attach and seek payment from 
the defaulting Retirement System’s respective Pension Fund Depository Accounts.  In the event of a Debt Service 
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Payment Default, the defaulting Retirement System irrevocably assigns to the Commissioner the right to attach and 
use such cash and short-term investments to cure the Debt Service Payment Default. 

If at any time the defaulting Retirement System’s respective cash and short-term investments are not 
sufficient to cure the Debt Service Payment Default, the defaulting Retirement System shall assign and delegate to 
the Commissioner its authority to certify to the State Board of Investment that Available Assets are required for 
immediate use and to direct the State Board of Investment to sell securities in an amount sufficient to cure the Debt 
Service Payment Default.  Each Retirement System irrevocably directs and authorizes the State Board of Investment 
to transfer an amount equal to its Debt Service Payment Default from its Available Assets held by the State Board of 
Investment if requested by the Commissioner pursuant to the Joint Payment and Pledge Agreement. 

In the event of a Debt Service Payment Default for which Available Assets are attached pursuant to the 
Joint Payment and Pledge Agreement, the Commissioner may, without any notice to or consent of any of the 
Retirement Systems or any other person, exercise any right or remedy available to it under the Joint Payment and 
Pledge Agreement, collect or otherwise convert into cash or cash equivalents the amount of Pledged Assets 
necessary to cure the default and may sell, assign and deliver or otherwise dispose of or liquidate the whole or a 
portion of that amount of Pledged Assets in such manner and upon such terms and conditions as the Commissioner 
may deem reasonable and proper; provided, however, that all such dispositions must be made in a commercially 
reasonable manner as required by the State Uniform Commercial Code. 

Ownership and Insurance 

The Retirement Systems represent that the proceeds of the Revenue Bonds will be sufficient to pay the 
costs of issuance of the Revenue Bonds and refund the Prior Bonds. 

The Retirement Systems further agree that so long as the Revenue Bonds are outstanding, the Retirement 
Systems will continue their ownership of the Facility, provided that any one or more of the Retirement Systems may 
sell or convey its interest in the Facility to another one or more of the Retirement Systems as contemplated in the 
Co-Tenancy Agreement.  The Retirement Systems will maintain the Facility in good condition, and free from all 
liens. 

The Retirement Systems agree to procure and keep in force insurance on the Facility, protecting against 
loss or damage by fire, tornado, windstorm, flood, theft and all other causes customarily insured against for like 
properties, in amounts sufficient to cover total loss thereof.  In lieu of maintaining the insurance coverage, each of 
the Retirement Systems have the right to adopt alternative risk management programs which the governing body of 
any Retirement System determines to be reasonable and in the best interests of the Retirement System, including 
without limitation, to self-insure in whole or in part, individually or in connection with other institutions or 
organizations.  In the event of loss covered by said insurance policies, the proceeds shall be used to repair or restore 
the damage to the Facility or to retire the Revenue Bonds. 

Certain Additional Covenants of the Retirement Systems 

(1) Financial Statements.  The Retirement Systems each agree to provide the Commissioner, as soon 
as available, but not later than December 20 of each year, their audited annual financial statements. 

(2) Additional Bonds.  Each of the Retirement Systems covenants and agrees that it will not pledge its 
Available Assets or agree to obligate itself to pay debt service on additional bonds issued to construct, improve or 
expand the Facility.  Nothing the Joint Payment and Pledge Agreement prevents the Retirement Systems from 
pledging their Available Assets or obligating themselves to pay debt service on bonds issued for any other purpose 
as authorized by law. 

(3) Debt Service Payments as Administrative Expenses.  The Retirement Systems acknowledge that 
Debt Service Payments and other deposits to the Pension Building Debt Service Fund constitute valid administrative 
expenses of the respective Retirement Systems, are expenditures made for the exclusive benefit of their members 
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and beneficiaries, and must be annually budgeted.  In each annual budget the Retirement Systems shall include and 
set forth their respective share of Debt Service Payments for the next year, as determined by the Commissioner. 

(4) Termination of Retirement Systems.  Each of the Retirement Systems covenants and agrees that if 
it becomes a Terminated System, unless the other Retirement Systems acquire 100% of the Terminated System’s 
Ownership Interest, the Terminated System will deposit with the Commissioner, on or before the date specified by 
the State legislature as the termination date of the Terminated System, for credit to the Pension Building Debt 
Service Fund, an amount sufficient to pay the principal and interest and premium, if any, on the principal amount of 
the Revenue Bonds then outstanding in a principal amount equal to their Ownership Interest until the earliest date on 
which the Revenue Bonds may be called for redemption.  Upon such deposit, the Terminated System’s obligation to 
make Debt Service Payments pursuant to the Joint Payment and Pledge Agreement shall terminate. 

(5) Maintenance of Status.  Each of the Retirement Systems covenants and agrees that it will not take 
any action which would cause it to lose its status as a “tax qualified” or “governmental” plan under federal law. 

Events of Default 

The following events constitute “Events of Default” under the Joint Payment and Pledge Agreement: 

(a) Any representation or warranty made by any of the Retirement Systems in the Joint 
Payment and Pledge Agreement or any of the Collateral Documents proves to have been untrue or misleading in any 
material respect as of the date made or deemed made; or 

(b) Failure of any of the Retirement Systems to deposit its Debt Service Payment with the 
Commissioner on or before the Payment Date as required in the Joint Payment and Pledge Agreement and the 
continuance of such default for a period of 5 days; or  

(c) Default by any of the Retirement Systems in the performance or observance of any 
covenant, agreement, or obligation under the Joint Payment and Pledge Agreement or any Related Bond Document 
(other than as set forth in clauses (a) or (b) above) and the continuance of such default for a period of 30 days after 
written notice thereof is given by the Commissioner to the Retirement Systems; or 

(d) The occurrence and continuance of a Debt Service Payment Default. 

Remedies on Default 

If an Event of Default by any of the Retirement Systems occurs, the Commissioner may have access to and 
inspect, examine and make copies of all of the books and records and any and all accounts and similar data of the 
Retirement Systems, the Minnesota State Board of Investment, or any financial intermediary relating to the Pledged 
Assets; to the extent consistent with the Joint Payment and Pledge Agreement, exercise any of the remedies 
available to a secured party under the State Uniform Commercial Code with respect to the Pledged Assets; and take 
whatever action in law or equity which appears necessary or desirable to enforce the Joint Payment and Pledge 
Agreement or enjoin any acts or things that may be unlawful or in violation of the rights of the Commissioner.  In 
the event any of the Retirement Systems should become a debtor in a proceeding filed by or against it under the 
United States Bankruptcy Code, the Commissioner shall file claims or proofs of claim and take whatever other 
actions may be required to recover the maximum amounts obtainable from the estate of the debtor. 
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APPENDIX D  

Summary of the Commissioner’s Order 

 
The following is a brief section by section summary of the Order, which is qualified in its entirety by 

reference to the Order. 
 
Section 1.  Definitions.  This section sets forth definitions for various terms used in the Order.  These terms 

and their definitions are set forth in Appendix A and are also used in this Official Statement. 

Section 2.  Recitals.  This section sets forth certain recitals of fact establishing the purpose for and the 
authority to issue the Revenue Bonds. 

Section 3.  Authorization of Bonds; Use of Proceeds.  This section authorizes the issuance of the Revenue 
Bonds and directs application of the proceeds of the Revenue Bonds, exclusive of accrued interest, to the redemption 
and prepayment of the Prior Bonds, and the payment of the issuance expenses of the Revenue Bonds. 

Section 4.  Form of Bonds.  This section sets forth the form in which the Revenue Bonds will be issued.  
However, initially and for the foreseeable future the Revenue Bonds will be issued only to a securities depository 
(DTC) in accordance with Subsection 5.7 of the Order and no Registered Owner will receive a printed bond. 

Section 5.  Terms of Bonds; Regulations for Issuance.  This section (i) sets forth the principal amounts, 
maturities, interest rates and redemption provisions of the Revenue Bonds which are set forth elsewhere in this 
Official Statement; (ii) appoints The Bank of New York Mellon Trust Company, N.A., in Dallas, Texas to serve as 
registrar and paying agent for the Revenue Bonds and establish regulations for handling registration of ownership, 
transfer, exchange, cancellation and replacement of lost or destroyed bonds as well as for determining ownership of 
a bond; (iii) provides for the establishment of a Book-Entry Only System for issuance of the Revenue Bonds and 
appoints DTC to act as securities depository to administer the Book-Entry Only System which is described in the 
test of this Official Statement under the heading “THE REVENUE BONDS - Book Entry System”; and (iv) 
establishes regulations pursuant to which the Revenue Bonds and the covenants made in the Order for their payment 
and security may be discharged and terminated.  Discharge may be accomplished either (1) by depositing with the 
Registrar an amount sufficient to pay all remaining principal and interest on the Revenue Bonds to and including 
their stated maturity dates, or (2) by depositing irrevocably in escrow, with a qualified bank, cash or Permitted 
Investments bearing interest payable at such time and at such rates and maturing or callable at the holder’s option on 
such dates as shall be required to pay all principal and interest to become due on the Revenue Bonds  and including 
their stated maturity dates. 

Section 6.  Security for Revenue Bonds.  This section sets forth covenants for the payment and security of 
the Revenue Bonds.  It provides for the establishment and administration of a Pension Building Debt Service Fund 
and the deposit, transfer, investment and disbursement of Pledged Assets appropriated by the Act for the payment of 
and security of the Revenue Bonds. 

Section 7.  Official Statement.  This section designates the completed Official Statement, to be dated as of 
the date of sale of the Revenue Bonds, as a final official statement under Securities and Exchange Commission Rule 
15c2-12 and authorizes its distribution by the initial underwriter of the Revenue Bonds to purchasers and 
prospective purchasers of the Revenue Bonds. 

Section 8.  Covenants Relating To Tax Exemption.  This section sets forth the covenants of the 
Commissioner, on behalf of the State and for the benefit of the holders from time to time of the Revenue Bonds, 
with respect to maintaining the tax-exemption of interest to be paid on the Revenue Bonds.  Subsection 8.1 sets forth 
the Commissioner’s covenants to comply with Section 148 of the Code relating to “arbitrage bonds” and “arbitrage 
rebate.” 
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Subsection 8.2 sets forth the Commissioner’s covenant to avoid use of the Revenue Bond proceeds in a 
manner which would cause the Revenue Bonds to be classified as “private activity bonds.” 

Section 9.  Continuing Disclosure.  This section sets forth the covenants and undertakings of the 
Commissioner, on behalf of the State and for the benefit of the Registered Owners from time to time of the Revenue 
Bonds, to comply with the continuing disclosure provisions of Securities and Exchange Commission Rule 15c2-12, 
paragraph (b)(5).  The Continuing Disclosure Undertaking is set forth in its entirety in Appendix E. 

Section 10.  General Covenants; Registered Owners Rights.  This section (i) provides that the covenants 
and agreements of the Commissioner set forth in the Order shall constitute a contract with and for the benefit of the 
Registered Owners from time to time of the Revenue Bonds, and that the contract is enforceable in the District Court 
for Ramsey County, Minnesota.  Other venues for enforcement are not available; (ii) affirms that the 
Commissioner’s covenants and agreements can be enforced by judicial proceeding instituted by any Registered 
Owner without the consent of any other Registered Owner, but that any enforcement action is for the equal and 
ratable benefit of all Registered Owners, and any moneys recovered are required to be deposited and credited to the 
Pension Building Debt Service Fund and applied as provided in the Order, as amended and supplemented from time 
to time; (iii) acknowledges that a Registered Owner seeking to enforce the Commissioner’s covenants and 
agreements may employ a financial institution, having agency or trust powers which is authorized to transact 
business in the State, to institute, conduct, prosecute, settle and take all other action necessary for a judicial 
proceeding for this purpose, in its own name as agent or trustee for and on behalf of the Registered Owner; and (iv) 
provides that the Commissioner, upon the occurrence of certain events, will cooperate with any Registered Owner in 
communicating with other Registered Owners (including the Beneficial Owners of Revenue Bonds held by DTC for 
DTC Participants) with respect to actions proposed to be taken pursuant to clauses (i) through (iii). 

Section 11.  Amendments.  This section establishes regulations for the amendment of the Order with and 
without the consent of the Registered Owners of the Revenue Bonds. 

Subsection 11.1 provides for the amendment of the Order by the Commissioner without consent for the 
purpose of curing any ambiguity or of curing, correcting or supplementing any defective provision contained herein, 
or of making such provisions with regard to matters or questions arising hereunder as the Commissioner may deem 
necessary or desirable and not inconsistent with the Order, and which shall not adversely affect the interests of the 
Registered Owners of the Revenue Bonds, or for the purpose of adding to the covenants and agreements contained 
in the Order, or to the Pledged Assets provided herein for the payment of the Revenue Bonds, other covenants and 
agreements thereafter to be observed and additional revenues or income thereafter appropriated to the Pension 
Building Debt Service Fund, or for the purpose of surrendering any right or power herein reserved to or conferred 
upon the Commissioner. 

Subsection 11.2 provides for other amendments to the Order with the consent of two-thirds of the 
Registered Owners of Outstanding Revenue Bonds affected thereby, except that the consent of the Registered 
Owners of all Outstanding Revenue Bonds affected thereby is required to approve any amendment which would 
extend the time of payment of interest thereon, would reduce the amount of the principal thereof or redemption 
premium thereon, would give to any Revenue Bond any privileges over any other Revenue Bond, would reduce the 
Pledged Assets appropriated or required to be transferred to the Pension Building Debt Service Fund, or would 
reduce the percentage in principal amount of Revenue Bonds required to authorize or consent to any such 
amendment. 

Subsection 11.3 establishes the percentage of Registered Owners who must consent to amendments to the 
Order, other than as provided in Subsections 11.1 or 11.2, as the Registered Owners of not less than two-thirds in 
aggregate principal amount of the Outstanding Revenue Bonds.  Subsection 11.3 also establishes regulations as to 
the manner of obtaining consents, the required form and execution of consents, revocations of consents, and the 
effect of consents provided and requests for consent not responded to. 

Section 12.  Sale and Delivery.  This section recites certain facts relative to the sale of the Revenue Bonds 
and the bids received for their purchase and awards the sale and authorizes the execution and delivery of the 
Revenue Bonds. 



 

APPENDIX E 

Continuing Disclosure Undertaking 

 
$21,880,000 

State of Minnesota 
Retirement System Building Revenue Refunding Bonds 

Series 2012 
 

 
 

CONTINUING DISCLOSURE UNDERTAKING 
 
 

The Order of the Commissioner of Minnesota Management and Budget, dated August 9, 2012 (the 
“Order”), authorizing the issuance of the Retirement System Building Revenue Refunding Bonds, Series 2012 (the 
“Series 2012 Bonds”), to be issued by the State of Minnesota (the “State”) in the original aggregate principal amount 
of $21,880,000 contains provisions enabling participating underwriters in the primary offering of the Series 2012 
Bonds to comply with the requirements of Rule 15c2-12, 17 C.F.R.  Section 240.15c2-12, promulgated by the 
Securities and Exchange Commission (the “SEC”) under the Securities Exchange Act of 1934, as amended, as 
follows: 
 
Official Statement; Continuing Disclosure. 

 
1.01. Official Statement.  The Official Statement, dated July 31, 2012 relating to the Series 2012 Bonds 

(the “Official Statement”), is a final official statement within the meaning of Securities and Exchange Commission 
Regulation, 17 C.F.R. Section 240.15c2-12, as in effect and interpreted from time to time (the “Rule”).  The initial 
purchasers designated in Section 12.3 of the Order (the “Underwriters”) are authorized and directed to distribute the 
Official Statement to all persons to whom the Series 2012 Bonds are reoffered. 
 

1.02. Continuing Disclosure. 
 

(a) General Undertaking.  On behalf of the State, the Commissioner of Minnesota Management and 
Budget (the “Commissioner”), Public Employees Retirement Association of Minnesota (“PERA”), Teachers 
Retirement Association (“TRA”) and Minnesota State Retirement System (“MSRS” and together with PERA and 
TRA the “Retirements Sytems”) covenant and agree with the Registered Owners from time to time of the 
Series 2012 Bonds to comply with paragraph (b)(5) of the Rule; and, for this purpose, to provide to the Electronic 
Municipal Market Access system (“EMMA”) operated by the Municipal Securities Rulemaking Board as the 
primary portal for complying with the continuing disclosure requirements of the Rule, annual financial information 
of the type included in the Official Statement and notice of the occurrence of certain specified events, as set forth in 
this Section 1.02.  The State and the Retirement Systems are the only “obligated persons” in respect of the 
Series 2012 Bonds within the meaning of the Rule.  As used in this Section 1.02, “Registered Owner” means, in 
respect of a Series 2012 Bond, the registered owner or owners thereof appearing in the bond register maintained by 
The Bank of New York Mellon Trust Company, N.A., and any successor entity acting as bond registrar for the 
Series 2012 Bonds (the “Registrar”) or any Beneficial Owner (as hereinafter defined) thereof, if such Beneficial 
Owner provides to the Registrar evidence of such beneficial ownership in form and substance reasonably 
satisfactory to the Registrar.  As used herein, “Beneficial Owner” means, in respect of a Series 2012 Bond, any 
person or entity which has the power, directly or indirectly, to vote or consent 
with respect to, or to dispose of ownership of, such Series 2012 Bond (including persons or entities holding 
Series 2012 Bonds through nominees, depositories, or other intermediaries), or is treated as the owner of the 
Series 2012 Bond for federal income tax purposes. 
 

(b) Information to Be Disclosed.  The Commissioner will provide, in the manner set forth in 
paragraph (c) hereof, either directly or indirectly through an agent designated by the Commissioner, the following 
information (the “Disclosure Information”) at the following times: 
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(1) Within 270 days of the end of the fiscal year of the Retirement Systems, commencing 

with the fiscal year ended June 30, 2012 (each a “Reporting Date”): 
 

(A) The annual financial statements of each of the Retirement Systems for the fiscal 
year ending on the previous June 30, prepared by each of the Retirement Systems, respectively, in 
accordance with generally accepted accounting principles for governmental entities as prescribed 
by the Government Accounting Standards Board as in effect from time to time or, if and to the 
extent such financial statements have not been prepared in accordance with such generally 
accepted accounting principles, noting the variances therefrom and the effect thereof, together 
with an independent auditor’s report prepared with respect thereto by the Office of the Legislative 
Auditor of the State or other auditing authority designated by State law; provided, however, that if 
any audited financial statements are not available by such date, the financial statements to be 
delivered shall be unaudited, but each of the Retirement Systems undertakes and agrees to provide, 
within 10 days after the receipt thereof by such Retirement System, the audited general purpose 
financial statements of such Retirement System and the related audit report described above; and 
 

(B) To the extent not included in the financial statements referred to in clause (A) 
hereof: 

 
(i) the information for such fiscal year of the type contained in the Official 

Statement, which information may be unaudited; and 
 
(ii) an update of the information contained in the table of the Retirement Systems’ 

assets in the Official Statement under the heading “SECURITY FOR THE REVENUE BONDS - 
Security for Debt Service Payments” and the type of information contained in the Official 
Statement under the captions “THE RETIREMENT SYSTEMS,” “INVESTMENTS,” “PENSION 
FUND DEPOSITORY ACCOUNTS CASH FLOW,” and “RETIREMENT SYSTEMS 
FUNDING”. 

 
Any or all of the information may be incorporated by reference from other documents, including official 
statements, which have been submitted to EMMA or the SEC.  If the document incorporated by reference is 
a final official statement, it must be available from the Municipal Securities Rulemaking Board.  The 
Commissioner shall clearly identify in the information each document so incorporated by reference. 

 
If any part of the Disclosure Information can no longer be generated because the operations of the 

State or the Retirement Systems have materially changed or been discontinued, such Disclosure 
Information need no longer be provided if the State or the applicable Retirement Systems include in the 
Disclosure Information a statement to such effect; provided, however, if such operations have been 
replaced by other State or Retirement System operations in respect of which data is not included in the 
Disclosure Information and the State or the applicable Retirement System determines that certain specified 
data regarding such replacement operations would be a Material Fact (as defined in paragraph (2) hereof), 
then, from and after such determination, the Disclosure Information shall include such additional specified 
data regarding the replacement operations. 

 
If the Disclosure Information is changed or this Section 1.02 is amended as permitted by this 

paragraph (b)(1) or subsection (d), then the State or the applicable Retirement System shall include in the 
next Disclosure Information to be delivered hereunder, to the extent necessary, an explanation of the 
reasons for the amendment and the effect of any change in the type of financial information or operating 
data provided. 

 
(2) In a timely manner, and in any event within 10 business days of occurrence, notice of the 

occurrence of any of the following events: 
 

(A) Principal and interest payment delinquencies; 
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(B) Non-payment related defaults, if material; 
 
(C) Unscheduled draws on debt service reserves reflecting financial difficulties;  
 
(D) Unscheduled draws on credit enhancements reflecting financial difficulties;  
 
(E) Substitution of credit or liquidity providers, or their failure to perform; 
 
(F) Adverse tax opinions, the issuance by the Internal Revenue Service of proposed 

or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701–TEB) or other 
material notices or determinations with respect to the tax status of the security, or other material 
events affecting the tax-exempt status of the Series 2012 Bonds;  

 
(G) Modifications to rights to Registered Owners or Beneficial Owners of the 

Series 2012 Bonds, if material; 
 
(H) Bond calls, if material, and tender offers; 
 
(I) Defeasances; 
 
(J) Release, substitution, or sale of property securing repayment of the Series 2012 

Bonds, if material;  
 
(K) Rating changes; 

(L) Bankruptcy, insolvency, receivership or similar event of the Retirement 
Systems; 

(M) The consummation of a merger, consolidation, or acquisition involving the 
Retirement Systems or the sale of all or substantially all of the assets of the Retirement Systems, 
other than in the ordinary course of business, the entry into a definitive agreement to undertake 
such an action or the termination of a definitive agreement relating to any such actions, other than 
pursuant to its terms, if material; and 

(N) Appointment of a successor or additional trustee or the change of name of a 
trustee, if material. 

As used herein, a “Material Fact” is a fact as to which a substantial likelihood exists that a 
reasonably prudent investor would attach importance thereto in deciding to buy, hold, or sell a Series 2012 
Bond or, if not disclosed, would significantly alter the total information otherwise available to an investor 
from the Official Statement, information disclosed hereunder, or information generally available to the 
public.  Notwithstanding the foregoing sentence, a “Material Fact” is also an event that would be deemed 
“material” for purposes of the purchase, holding, or sale of a Series 2012 Bond within the meaning of 
applicable federal securities laws, as interpreted at the time of discovery of the occurrence of the event. 
 

(3) In a timely manner, notice of the occurrence of any of the following events or conditions: 
 

(A) the failure of the State or the Retirement Systems to provide the information 
required under subparagraph (1) of this paragraph (b) at the time specified thereunder; 
 

(B) the amendment or supplementing of this Section 1.02 pursuant to subsection (d), 
together with a copy of such amendment or supplement and any explanation provided by the State 
or the Retirement Systems under subsection (d)(2); 
 

(C) the termination of the obligations of the State or any of the Retirement Systems 
under this Section 1.02 pursuant to subsection (d); 



 E-4

 
(D) any change in the accounting principles pursuant to which the financial 

statements constituting a portion of the information required under subparagraph (1) of this 
paragraph (b) are prepared; and 
 

(E) any change in the fiscal year of the State or any of the Retirement Systems. 
 

(c) Manner of Disclosure.  The Commissioner and the Retirement Systems agree to make available 
the information described in paragraph (b) to the following entities by telecopy, overnight delivery, mail, or other 
means, as appropriate: 

 
(1) the information described in paragraph (b), to EMMA; 

 
(2) the information described in paragraph (b), to any rating agency then maintaining a rating 

of the Series 2012 Bonds and, at the expense of any Registered Owner, to any Registered Owner who 
requests in writing such information at the time of transmission under subparagraphs (1) or (2) of this 
paragraph (c), as the case may be, or, if such information is transmitted with a subsequent time of release, 
at the time such information is to be released. 

 
(d) Term; Amendments; Interpretation. 

 
(1) The covenants of the State and the Retirement Systems in this Section 1.02 shall remain 

in effect so long as any Series 2012 Bonds are outstanding.  Notwithstanding the preceding sentence, 
however, the obligations of the State and the Retirement Systems under this Section 1.02 shall terminate 
and be without further effect as of any date on which the Commissioner delivers to the Registrar an opinion 
of bond counsel to the effect that, because of legislative action or final judicial or administrative actions or 
proceedings, the failure of the State or any of the Retirement Systems to comply with the requirements of 
this Section 1.02 will not cause participating underwriters in the primary offering of the Series 2012 Bonds 
to be in violation of the Rule or other applicable requirements of the Securities Exchange Act of 1934, as 
amended, or any successor statutes or laws or amended statutes or laws. 

 
(2) This Section 1.02 (and the form and requirements of the Disclosure Information) may be 

amended or supplemented by the State and the Retirement Systems from time to time, without notice to 
(except as provided in subparagraph (2) of paragraph (c)) or the consent of the Registered Owners of any 
Series 2012 Bonds, by an order of the Commissioner accompanied by an opinion of bond counsel, who 
may rely on certificates of the State and the Retirement Systems and others and the opinion may be subject 
to customary qualifications, to the effect that:  (A) such amendment or supplement (i) is made in 
connection with a change in circumstances that arises from a change in law or regulation or a change in the 
identity, nature, or status of the type of operations conducted by the State or any of the Retirement Systems, 
or (ii) is required by, or better complies with, the provisions of paragraph (b)(5) of the Rule; (B) this 
Section 1.02, as so amended or supplemented, would have complied with the requirements of paragraph 
(b)(5) of the Rule at the time of the primary offering of the Series 2012 Bonds, giving effect to any change 
in circumstances applicable under clause (i)(a) and assuming that the Rule is in effect and interpreted at the 
time of the amendment or supplement was in effect at the time of the primary offering; and (C) such 
amendment or supplement does not materially impair the interests of the Registered Owners under the 
Rule. 

 
If the Disclosure Information is so amended, the Commissioner agrees to provide, 

contemporaneously with the effectiveness of such amendment, an explanation of the reasons for the 
amendment and the effect, if any, of the change in the type of financial information or operating data being 
provided hereunder. 

 
(3) This Section 1.02 is entered into to comply with the continuing disclosure provisions of 

the Rule and should be construed so as to satisfy the requirements of the Rule. 
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(e) Failure to Comply; Remedies.  If the State or any of the Retirement Systems fails to comply with 
any provision of this Section 1.02 any person aggrieved thereby, including the Registered Owner of any outstanding 
Series 2012 Bond, may take whatever action at law or in equity may appear necessary or appropriate to enforce 
performance and observance of any agreement or covenant contained in this Section 1.02.  Direct, indirect, 
consequential, and punitive damages shall not be recoverable for any default hereunder.  Notwithstanding anything 
to the contrary contained herein, in no event shall a default under this Section 1.02 constitute a default with respect 
to the Series 2012 Bonds or under any other provision of the Order. 

 
(f) Further Limitation of Liability of State and the Retirement Systems.  If and to the extent the 

limitations of liability contained in subsection (e) are not effective, anything contained in this Section 1.02 to the 
contrary notwithstanding, in making the agreements, provisions, and covenants set forth in this Section 1.02, neither 
the State nor any of the Retirement Systems has obligated itself to pay damages resulting from any violation thereof.  
None of the agreements or obligations of the State and the Retirement Systems contained herein shall be construed 
to constitute an indebtedness of the State within the meaning of any constitutional or statutory provisions 
whatsoever or constitute a pledge of the full faith and credit or taxing powers of the State. 

 
The Commissioner is not in default of any continuing disclosure obligation with respect to any outstanding general 
obligation bond or revenue bond of the State. 
 
 
 
 

(The remainder of this page is intentionally left blank.) 
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Execution page of the Commissioner of the Department of Management and Budget of the State of 
Minnesota to the Continuing Disclosure Undertaking, dated August 9, 2012. 
 
 
 

STATE OF MINNESOTA 
DEPARTMENT OF MANAGEMENT AND BUDGET 
 
 
 
 
  
James D. Schowalter 
Commissioner of Minnesota 
Management and Budget 
 
PUBLIC EMPLOYEES RETIREMENT ASSOCIATION 
 
 

      By________________________________ 
 Executive Director 
 
 
TEACHERS RETIREMENT ASSOCIATION 
 
 

      By________________________________ 
 Executive Director 
 
 
MINNESOTA STATE RETIREMENT SYSTEM 
 
 

      By________________________________ 
 Executive Director 
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APPENDIX F 

Form of Bond Counsel Opinion 

 
 
 
 
 
 
 
 

 
 
The Honorable James Schowalter 
Commissioner of Management & Budget 
658 Cedar Street 
400 Centennial Office Building 
Saint Paul, Minnesota 55155 
 
Re: $21,880,000 State of Minnesota 

Retirement System Building Revenue Refunding Bonds, Series 2012 
 
Dear Commissioner: 
 

We have acted as Bond Counsel in connection with the issuance and delivery by the State of Minnesota 
(the “State”) of its Retirement System Building Revenue Refunding Bonds, Series 2012, dated the date hereof (the 
“Bonds”).  The Bonds recite that they are issued under and pursuant to, and are in strict conformity with, the 
constitution and laws of the State.  We have examined the constitution and statutes of the State, the form of bond 
prepared for this issue and such certified proceedings and other documents as we have deemed necessary to render 
this opinion. 

 
As to questions of fact and estimates material to our opinion, we have relied upon representations of 

officers of Teachers Retirement Association, Minnesota State Retirement System and Public Employees Retirement 
Association (collectively, the “Retirement Systems”) and the Commissioner of Minnesota Management and Budget 
of the State (the “Commissioner”), and upon the certified proceedings of the Retirement Systems and other 
certifications of public officials furnished to us (including, but not limited to, certifications as to the use of Bond 
proceeds) without undertaking to verify the same by independent investigation.  Any capitalized terms used herein, 
which are not required by proper grammar to be capitalized, have the meanings given such terms in the Joint 
Payment Agreement herein after defined. 

 
From such examination, assuming the authenticity of the proceedings examined and the correctness of the 

facts and estimates so certified, and based upon laws, rules, regulations and judicial decisions now in effect, it is our 
opinion that: 
 

1. The Bonds have been authorized and issued in accordance with the Constitution and laws of the 
State, including Minnesota Statutes, Section 356B.10 (the “Act”), and under and pursuant to an Order of the 
Commissioner dated as of August 9, 2012 (the “Order”).  Pursuant to a Joint Payment and Pledge Agreement dated 
as of August 9, 2012, among the Commissioner and the Retirement Systems (the “Joint Payment Agreement”), the 
Retirement Systems have agreed to make Debt Service Payments sufficient to pay when due the principal and 
interest on the Bonds.  The Retirement Systems have further agreed that upon the occurrence of a Debt Service 
Payment Default, that the Commissioner will receive a security interest in certain Available Assets of the Retirement 
System to secure the payment then in default. 
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2. The Bonds constitute valid and binding special, limited obligations of the State payable solely from 
and secured by certain Pledged Assets, as defined and provided in the Order and the Joint Payment Agreement.  The 
Bonds are not secured by the full faith and credit and taxing powers of the State and are not a general obligation or 
indebtedness of the State within the meaning of any constitutional or statutory limitation, and do not constitute or 
give rise to a pecuniary liability of the State.  The Bonds, the Order and the Joint Payment Agreement are 
enforceable in accordance with their terms in the District Court of Ramsey County, Minnesota, except as such 
enforcement may be limited or rendered ineffective by judicial decisions or the application of principles of equity 
relating to or affecting the enforcement of creditor’s rights or contractual obligations generally. 
 

3. Interest on the Bonds is excludable from gross income of the recipient for federal income tax 
purposes and, to the same extent, is excludable from taxable net income of individuals, trusts, and estates for 
Minnesota income tax purposes, and is not a preference item for purposes of the computation of the federal 
alternative minimum tax, or the computation of the Minnesota alternative minimum tax imposed on individuals, 
trusts and estates.  However, such interest is taken into account in determining adjusted current earnings for the 
purpose of computing the federal alternative minimum tax imposed on certain corporations and is subject to 
Minnesota franchise taxes on corporations (including financial institutions) measured by income. 
 

The opinions expressed in paragraph 3 above are subject to the condition of compliance by the State and 
the Retirement Systems with all requirements of the Internal Revenue Code of 1986, as amended (the “Code”), that 
must be satisfied subsequent to the issuance of the Bonds in order that interest thereon may be, and continue to be, 
excluded from gross income for federal income tax purposes.  Noncompliance by the State or the Retirement 
Systems following the issuance of the Bonds with covenants made by the Commissioner in the Order authorizing the 
issuance of the Bonds relating to certain continuing requirements of the Code may result in inclusion of interest to 
be paid on the Bonds in gross income of the recipient for federal income tax purposes and in taxable net income for 
Minnesota income tax purposes, retroactive to the date of issuance of the Bonds.  No provision has been made for an 
increase in the interest payable on the Bonds in the event that the interest payable thereon becomes includable in 
gross income for federal or Minnesota income tax purposes.  Except as stated in this opinion, we express no opinion 
regarding federal, state, and other tax consequences to holders of the Bonds. 
 

4. We express no opinion regarding the establishment, perfection or priority of any security interest 
in the Available Assets, and we express no opinion regarding other state or federal tax consequences caused by the 
receipt or accrual of interest on the Bonds or arising with respect to ownership of the Bonds. 
 

This opinion is given as of the date hereof and we assume no obligation to update, revise, or supplement 
this opinion to reflect any facts or circumstances that may hereafter come to our attention or any changes in law that 
may hereafter occur. 

 
Dated: _________, 2012. 

 
 



 

G-1 

APPENDIX G 

Summary of Co-Tenancy Agreement 

 
The following is a summary of certain provisions of the Co-Tenancy Agreement, which is qualified in its 

entirety by reference to the Co-Tenancy Agreement.  Capitalized terms used herein which are not required to be 
capitalized by proper grammar have the meaning set forth below or in Exhibit A. 

 
 
RETIREMENT SYSTEMS’ OWNERSHIP INTERESTS IN THE PUBLIC PENSION FACILITIES 
 

Based upon the amounts of space each Retirement System intends to use and occupy, the Retirement 
System agree to the percentage amounts, determined annually on May 1 by the Facilities Management Committee, 
which represent each Retirement System’s ownership interest based on the proportionate share of the total space 
intended to be used exclusively by the Retirement Systems, and common areas allocated either equally or according 
to attended use.  Those percentages currently are: 

MSRS: 26.8% 
PERA: 36.5 % 
TRA: 36.7% 

The ownership interests will remain constant throughout the ownership of the Public Pension Facilities 
unless one Retirement System purchases all or a part of an ownership interest in the facilities from one or more of 
the other Retirement Systems, unless future legislation requires a change, or as amended from time to time in 
writing by the Retirement Systems. The use or rental of any portion of the Public Pension Facilities which is not 
required for the Retirement Systems’ direct use and is available for lease to other state agencies or political 
subdivisions (the “Rental Space”) will not change the Retirement Systems’ percentage ownership interests. 

The percentages set forth for each Retirement System’s ownership interest shall: 

1. Determine each Retirement System’s share of the total amount, if any, required to be contributed by 
the Retirement Systems to the Pension Building Operating Fund for Administrative Expenses; 

2. Determine each Retirement System’s share of the cost of any future capital expenditures; 

3. Determine each Retirement System’s share of the total amount of assets which must be pledged and 
appropriated to the Pension Building Debt Service Fund in order to pay when due, the principal and 
interest on the Revenue Bonds issued under the 1999 Law. 

4. Determine the fixed asset value of each Retirement System’s ownership interest in the Public Pension 
Facilities to be used for financial accounting, reporting and disclosure purposes; 

5. Determine the percentage amounts each Retirement System will receive from proceeds derived from 
the sale or exchange of the Public Pension Facilities. 

One Retirement System may sell and transfer a portion or all of its ownership interest to one or both of the 
other Retirement Systems. All the Boards must approve the sale and, in the event a sale is contemplated, the Boards 
will request the assistance of the Commissioner in determining the fair market value of the interest proposed to be 
sold. The percentages that represent each retirement system’s ownership interest and participation on the Facilities 
Management Committee shall be adjusted to correctly reflect the new ownership interests and shall be set forth in an 
amendment to this Agreement.  
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FINANCING 

Pursuant to the Joint Payment and Pledge Agreement, the Boards will periodically deposit into the Pension 
Building Debt Service Fund their percentage of the total payments required to assure payment of the interest and 
principal amounts due on the Revenue Bonds. Once the Revenue Bonds are retired, the Boards will discontinue 
depositing payments into the Pension Building Debt Service Fund, but will continue to pay their proportionate share 
of the amounts required to be paid to the Pension Building Operating Fund for the cost of operating and maintaining 
the Facilities. 

A separate account is established as the Pension Building Fund into which Minnesota Management and 
Budget will deposit the proceeds of the sale of the Revenue Bonds. These funds are to be used to pay the costs of 
issuance of the Revenue Bonds and costs related to the acquisition and construction of the Public Pension Facilities, 
including, but not limited to, land acquisition, consulting services, construction, and relocation of the retirement 
systems to the Facilities when completed. 

Rental Income will be deposited into the Pension Building Operating Fund and all ongoing Administrative 
Expenses will be paid from this account. The Facilities Manager must carry forward any income accruing from 
Rental Income over and above the annual amount needed to offset ongoing Administrative Expenses to be utilized 
for future Administrative Expenses. The Facilities Manager is not authorized to expend any funds in the Pension 
Building Operating Fund above those approved and must administer the budget within the polices and standards 
adopted by the Facilities Management Committee. 

In the event of a shortfall in the Pension Building Operating Fund needed to pay Administrative Expenses, 
the Retirement Systems shall pay their proportionate share of the shortfall in accordance with the ownership interest 
percentages set forth above under the heading “Retirement Systems’ Ownership Interests in the Public Pension 
Facilities”.  Each Retirement System’s share of the additional Administrative Expenses must be transferred within a 
reasonable time to the Pension Building Operating Fund upon notice from the Facilities Manager that the additional 
funds are needed to cover the shortfall.  The Facilities Manager will set and enforce the time period within which 
payments must be made. 

If a Retirement System decides to occupy space in excess of its initial occupancy space through lease rather 
than purchase, the additional space will be leased at the rate for Rental Space set and approved by the Facilities 
Management Committee.  The lease payments will be deposited in the Pension Building Operating Fund. 

FACILITIES MANAGEMENT COMMITTEE 
 
A “Facilities Management Committee”, comprised of two representatives from each Board, is created pursuant to 
the Co-Tenancy Agreement to be responsible for assuring the performance of the terms of this Agreement and for 
the overall operation and maintenance of the Facilities. 

 
1. Before any Capital Expenditure can be made for the Facilities, the Facilities Management Committee, 

must unanimously agree to the recommended expenditures. The Facilities Manager will notify the 
Commissioner of proposed Capital Expenditures and the Committee’s authorization for any repairs or 
improvements to the Facilities. 

2.  Any remodeling or reconfiguration within the office space of each Retirement System is at the 
discretion of the individual system and its Board of Trustees and does not need approval by the 
Committee or the Commissioner. 

3. The Retirement System remodeling or reconfiguring its office space is responsible for paying all costs 
related to the remodeling or reconfiguration from its own operating expenses. No costs for a Retirement 
System’s remodeling or reconfiguration will be paid for from the Pension Building Operating Fund 
except as follows: If a Board believes the remodeling or reconfiguration should be included in 
Administrative Expenses paid for out of the Pension Building Operating Fund, the Facilities Manager 
must present the project to the Facilities Management Committee for consideration and approval. 
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4. So long as the Revenue Bonds are outstanding, one or more of the Retirement Systems must continue to 
own a total of 100% equitable interest in the Public Pension Facilities and the Boards must assure that the 
Commissioner continues to hold full legal interest in the facilities in trust for one or more of the Retirement 
Systems.  

5. Upon any legislatively authorized sale of the Facilities, proceeds from the sale are to be allocated 
exclusively to the Retirement Systems in accordance with their respective ownership interests set forth 
above under the heading “Retirement Systems’ Ownership Interests in the Public Pension Facilities”. 

FACILITIES MANAGER 
 
The Manager of Finance of PERA serves as the “Facilities Manager”. The Facilities Manager shall: 
 
a. Coordinate the yearly budget preparation and present the budget recommendation to the Facilities 

Management Committee. 

b. Maintain separate accounting for the Pension Building Operating Fund.  Prepare annual and “upon-request” 
financial operating statements for the Facility Management Committee, the legislative auditor, and each of 
the Boards. 

c. Reconcile the Pension Building Operating Fund on a regular basis, ensuring that Rental Income is 
appropriately received and that expenses are paid. 

d. Ensure that all billings received accurately represent the work completed under the terms of agreements 
and/or contracts.  Issue payments to vendors when valid billings are received. 

e. When Rental Income does not cover expected Administrative Expenses for the Facilities, calculate the 
portion owed by each retirement system based upon their percentage ownership interests and submit an 
invoice to each retirement system. 

f. Prepare Requests for Proposals for services when needed and present vendor recommendations to the 
Facilities Management Committee for approval.  When approved, prepare contracts accordingly. 

g. Act as liaison between all of the Facilities’ tenants and service vendors, relaying requests and monitoring 
vendor performance. 

h. Authorize expenditures within the budget established by the Facility Management Committee. 

i. Perform other duties as requested by the Facility Management Committee. 

j. Manage the day-to-day operations and maintenance of the Facilities. 

AMENDMENTS TO AGREEMENT 
 
Amendments to the Co-Tenancy Agreement may be proposed by any of the Boards or their Executive Directors or 
by the Facilities Management Committee.  Any amendment proposed must be unanimously approved by the 
Facilities Management Committee before presentation to the Boards for consideration. Each Board must adopt the 
proposed amendment before it can be signed and become effective. Any amendments so approved shall be in 
writing, and shall be executed by the appropriate representatives of all three Retirement Systems. 
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ASSIGNMENT 
 
No Retirement System shall assign or transfer any rights or obligations under the Co-Tenancy Agreement without 
the prior written consent of the other retirement systems and no assignment may be made except to the extent 
permitted under the Joint Payment and Pledge Agreement. 

 
INSURANCE; LIABILITY 
 
1. It shall be the duty of each Retirement System to maintain insurance or self-insurance, at their sole option, on 

their own fixtures and personal and office property.  If a Retirement System does not purchase insurance, the 
other Retirement Systems do not assume any liability or responsibility to compensate for any loss or damage  

2. Each Retirement System will be responsible for its own acts and the results thereof, to the extent responsibility 
is fixed or authorized by law, and shall not be responsible for the acts of the other Retirement Systems or 
tenants. 

3. The Facilities Management Committee, in consultation with the Department of Administration’s Risk 
Management Division, shall determine the appropriate level of general liability and property insurance coverage 
needed to protect the total ownership interest in the Facilities. Premium costs incurred for appropriate level of 
insurance are to be paid for from the Pension Building Operating Fund as part of Administrative Expenses. 

AUDIT 

The books, records, documents, and accounting procedures and practices of the Retirement Systems relating to the 
maintenance and operation of the Public Pension Facilities are subject to examination by the Legislative Auditor. 
 
CARE OF THE PREMISES 
 
The Retirement Systems shall occupy the Facilities, maintain the premises in good condition making such 
improvements as may be required to do so and shall not commit or suffer to be committed any waste upon or within 
the Facilities. No alterations shall be made without the written consent of the Facilities Management Committee. 
 



 




