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-
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PERA Fax Number: 651-297-2547
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May 18, 2009

Mr. Erik Simonson, President

Duluth Firefighters L4FF Local 101

602 WEST SECOND ST

DULUTH MN 55802

Dear Mr. Sjmonson:

VERA's Executive Director, Mary Most Vanek, asked that I respond to your letter of May 8,

2009. You asked to be provided with any available correspondence between PERA staff and the

City of Duluth as it relates to the employer-paid amounts that have been reported as salary for

pension purposes for certain current and former employees of the City of Duluth.

Our records indicate that the initial communication on this matter between representatives of the
City of Duluth and PERA was made through the exchange of c-mails in July 2007. On July 31,
2007, Chris Arcand, a VERA staff member, advised City Auditor Wame Parson that the
employer-paid amounts in question were not eligible for PERA contributions. Enclosed are
copies of those e-mail communications.

It is my understanding that PERA staff did not realize that the employer-paid amounts in
question dated back to the 1990's until Duluth's ChiefAdministrative Officer, Lisa Potswald,
pointed it out in her letter to PERA dated September 15, 2008 enclosed.

Sincerely,

Cheryl Keating, Manager

Account Infonnation Management Division
Public Employees Retirement Association

Enc. S

EXHIBIT______

Eqoai Opportiriiity Employer



From: Wayne Parson [ma±lto:sparS0n®duluth1tfl.gov1

Sent Tuesday, July 31, 2007 350 PM

To: Chris .Arcandstate .mn.us

-

Subject: PERASPA1" WAJZNIJG: PERA Salary Definition

Chris;

Mease se attachthtits.. My intè±pretation of the informatlon under tisalary not Subject to

PERK Withholding in the PERA Employer Maruaal is that these employer paid benefits are not

PERA salary and atcordingly employee ndernpJoye PERAcontributions should not e

withheld/paid. .

Basic - Article 8 - Pleasesee article 8.8 Basic - Article 21 Please. seearticle 21.1b

CtSA - Article .12 & 13 - Please see the last paragraph in article 12.1 and article 13.1b

Wayne Parson, CPA

City Auditor - City of Duluth

411 West 1st Street, Room 07

Duluth, MN 55802

218 730-5028

wparsCnduluthmn.



lit. NonvlthslandlngatwprovisionlothisAzeamentWtheoontwy,em$cyeeS

thePo Rndflurems may be scheduled to work shifts consisdzg ofseven and one-Jr

conseetsi, hounofworkwlthsmhmch periods. For the purposesofthis agixpb the'

may Co ntmMnlzt Friday.

a Employer and the Union agree that overthne pay and other shall be

negotiated for em loyceswho may work schedules that provide for other than thirty andc,ne

hMf37 l/2homs vQeekwith$even andone4ialf7 In hoardayssndforty rusperweek

withelght{8hour a.

7.6. Anemplo tvork schedule shalt itot be changed wIthout 7 working days'

notice,

73. Flexible Zch hug

A. This Part applies to any employecofwork coveredbytecollectIve

bargaining agreement who choose work assigned schedules as ` for in this Part 7.7.

B. The assignment work, sad of work so absll eSthete to be a tIght

ofrnasragemem except as modified bythi colkcttve bArgaluin eat ThIsPat7.7 wIll allow
the Employerto mpltrucntj'ordaranp anormal schedulethatresultsMhoursofwott
that are different from those set ant shovel *s Article the collective bargaining agreement

participation its the new assigned work sâb under Part 7.7 must be volurdary on the part

* of the employee. The implementation of this 7.7 not result in any loss attire employes's

rights to set schedules or assign work,

C. Thcemptoyeesspleified A. maybescheduledtoregularlywnrktbe

bouneachwork day, and the workdaysin each `¼ i*ticir are decided upon. ftareookrdn&

by tire employee sild her or his supervisor, d posted the employer. Copies of all uS. or
anjanded. work schedules for work teases all be by the Supervisor, en the thdon.,

departrsant director, and Cltys A five Assistant, made nvailnble by posting or

otherwise, to employees.

Ii achemp wIeliajblethrovete ofpaytlmortworked

the hours in sty which are regis! y and previously scireduledfor da1i,by the process set cut

in this Pail 7.7, or after he or has workedihe hours Inawosk reregularly and

previously scheduled fir that eat by the process flout in this Part 7.7, total at least 40 horns.

E. If ernploQockgroup thettheviorkgroup

shall use individual v.o schedules rather than a group schedule, then the folio g shall apply

I. The employee shall request an individual schedule.

2. The employeennd iintnediatesupeMsonball agreenpon schedule.

3. The Employer taunt approve thscbcdule to be irriplamen

4. Any schedule that is implemented must not violate teestabli
ached limita.

F, The employer shall evaluate the eflectiveness o work schedules

* huptementathmderthisPait 7.7. workschedulesshodd result ins o1 orimprovemerit

and 4usndty of service to the p'r*utç increased oyee safisfaetioz contiauntinn

or ins In workplace cornmimicatlort nod continued or increased peblic

Access to services; or increased office No schedule Shall result in increased cost

under Federal or State La Acts.

0. V/henna is uadsrasuloimdprsuanttethis

Part 7.7. vacation accumul will be calculated ass washed trot days for purposes of

calculation holiday personal leave work boors shall mean ofseven and one-half7-

liz louts for working a 37-1/2 hour work week, and for employees

woskinga workweek. asiu hoorty sate calculation will be 4'nsted, if thatbase

pay unchanged from what It was before implementation. Porpmpàses of retiree ` I

insurance, the "day' shall mean the period of time waited in one day.

g1ctsS - SALARY VROGRThSION - DZVEIiBfl COMPEIiSATWN

8.1. Effóctive January 1,2004. the nzäniblymlaries shall be increased by 1.5% pa year

as Indicated in Appendix 2. Effective January 1,200$, the monthly aalaries shalt be increased by

4% per year as Indicated in AppendIx 3. Effective Januasy 1. 2006. the monthly salasica shell be

increased by 4% per year as indicated in AppendIx 4.

Li An employeeappointed toapemtaimnt posidon ofthe ofasifled service lions Civil

Service plo at list opert examination site!! be placed instep Aolthe appropriate pay range

as shown in Appendixes I, 2,, and 4, or exvept-wtan otherwise revomsnended and justified by the

appointing authority with the approval ofthe Admiolstrntlve Assistant.

8.3. When an employee Isprotnoted or reälessitled to ahmnjiar position or an employee's

* pmitionisasaldoacipayrngt,bisorhtrsalaxysballbelncretsedtothataainryinthenew

pay range which I next over the salary he or sire was receiving prior to promotion except when

therwise recommended and justified by the appointing authority with the approval of the

Adminisfratlve Assistant

L4. Employees shaM remain at the assigned step as specified above until the beginning
of the next pay period following oosnpieiidn of sIx 6 months service in a permanent position, at

which tinie he or she shall advancp oneI step in the payrange itt the applicable Appendix and the
employee shall thetesfter advanee one I step indIa pay range for tech additional twelve 12

months of seviee however, salary progression for an employee hr a non JAtLqppsenticetip
program shall be governed as specified in Appent 5. 11 the employer doss n5toffei courses as

required in Appettdlz I, the employee shall advance to the next pay step wbqQthJnir eligible.
V/bàn the employer os stick courses the employee shall be r*ired to *&áhcâitizes
cribs employeewill have their salaryreduced to the nextlower step and the emplet9l rurntdri
at stub step wail they complete tile courses.

ES. No employee shall be required to work out-of-class inn higher jOb classiflention

without the employee's consent; Mryemployeeassigned in writing bythe Appointing Authority or
hIs cit her authorized representative to work outof class in a higher classification within a work site

* .shOft Sewsor tsar salary Increased to that seep in the pay range for the classification in which the
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employee is assigned towork which step is next over the salasy he or site vhtprinç to snob
tnt-of-clara assignment. -

ThApngAuthorbhothardesigneeshallsptootjty
in the nerd lowest class or lower classes in the work unit provided esid employee pSstsa,
license reqtthed by job specIfications-

one-halIçltl day,

No out-of-elatopay shaft be paid where snob assignment is for apeSd of less than

0tof-claspaysh4tncthptdfornptoyesbjnautyjed

training pograxn

No such assignment shall exceed nInety 90 working days, at which time a
dotennittation shall be made to pennaneatly IIor vacatethe position.

The Admmnlslntive Assistant or his or her designee and the USon sb if receive a
copy of aflvalucaassignnieet.s for review or appropriateness ofassignment -

8.6 The Employer and the Union agree there shall be Apprenticeship Pràwthntnt
esrabitshed ha AppendIx 5.

8.7. Nomwith*ndiogaayotherprovisionofth1snicJetotheconlray,aayeaipldyee*ho
sobseopentto Augtist I. 1980 commences employment in a position as aparticipatit In an
apprenticeship or training program which is approved by the Joint Apprenticeship Training
Corumhree LAtC. shall be compensated in accordance with the following annular

TRAINiNG WAGE FORMULA

Syears 434ycass 4years 3years 2years- lynr
Entrance Entrance Entrance Entnnoe Entrance .. Entrance
79% 84% 8634 78% 80%

80% 86% 88% 81% 88%- --I00%

82%- 88% 90% 94% 94%

84% 90% 92% 9Z% 100%

70 months 86% 92% 94% 95%

l6months 88% 94% 96%

96% 98%

98% 100%

54 months 97% leo.,.

6Omonihs 100%

When a Utility ServIce Person promotes to an Appliance Mechanic Appzenrlce that
employee shaft be placed at the 92% level. The employee wifl1hnve to the 94% level after six
months.

When a Meter Reader promotes to a Utility Service Person, that employee Shalt be placed

at the 92% level. The employee shall men to the next step after such employee completes the

necessary sequlienmnts In accotdecce With the L&T.C. m1e for advancement to that step.

However, wryemployeswhocoranton as emp4oymentlaaposjtioncontained in theJAT.C.

lnlorstionWinencePmgtam, shall be compensated in acconlertce with the following Ibunular

Le*l t - Clerical Suppoet Technician

O-6montha

6-12 months

l2months

IS months
* 24nranths

.

30months

3bSnths

.

. 42motiths

Level 2- Information or fluance Technician

0-6 months

6-L2tnonths

.

l2ntonths

18 months

.l4mcnths

30 months

36 months
42 months

Level 3 - Mmioislratlve Information or Finance Specialist

0-6monrlrs

6-1months

l2rnoaRhs

18 months

24 months

futther,protnotionsofemployeesfrornoneleveitothesextleve1wjtj0thcLA.T.C.
infonnationtfinance Pmgrsm shall be according to 11* following procedure:

A. When en employee reaches the 100% level in hisin oufr.ntflogrJtm level,
his/hername avW be placed on an eligible list For the next higher eve4 .

B, When an opanmg occurs at the appropriate higher level, all eligiSs vifl be

. C. Ifaaellglbleemployaewithestobecr,rAidereaforthatopenlng,his/hernnme
plhot on nterview list; and

79% ofRange 121-Step E

82%

85%

88%

91%

94%

97%
l00%ofRange 121-Step 13

Program Years

0-6

6- 12

12 months

18 months

24 months

82%of Range l2&-Stepli

85'f.

87%

90%

fl%
95%

97%
*ICO6,. ofRange 126-Step il

42 aloaths

#8 months

92%

94%

100%

90% ofRange 129-Step E
92%

95%

97%

100% ofRange 129-Step 13

notified of that opetring
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a
D. lfthere are mom than 10 eligIble name on the interview list 10 names will

be randomly drawn from the list. Those 10 peopLe would be int,iewed for the vataney. If the a. the percentage rate in the pay pan nthicb corresponds to the amount
intetview list contains fewer than ID eligibles, all such eligibles would be interviewed. -

of advanced standfttg eimoved Sr that employee by the J.A,T.C.:

Employeesinterested incoSdthgatetltnnsftrwithtapromlsv4 or, for eturent employees only,
also may have their en added to the interview list.

b. the percentage rate in the pay plan wilich Is next over the employees
Notwithstanding any other provisions of this article to the eottary, any entrant rate of pay.

employee who commences employnseatin a position contained in the J.A.T.C. Financial Analyst
Program5 shaft be compensated In accordance `aith the percentage py plea Ut is listed below 2. M employee's participation in and progress through this program shall be in
Except where otherwise limited to the LULC, Approved prog1m description, a particjpenfa accordaxi `with the procedures of the J,A.T.C.
advancement through this plan shall be as follows:

8.8 Thr each employee beginning the first day of the month following the dale of tdre,
a. One step shall be earned for completion of each 16.67 hours of

thèEm$oyer thall contribute two hundred twenty-four dollars $224.00 per month beginning
&PObaOgand

Ianua, 1,2004. and an additional five dollars 35.00 pe month for each employeeenrolied In plan

S single coverage hospital-medical irnanee, for either tontribedon so adyalifying and apptoved
b. Two steps shall -be earned for eonipletlon of each £00 hour- unit of

tfâred penaation plsn or for contribution to a city-sponsored frimily dependant hospital0.17. hours *e approximate amount of 0.1.1. aontmulami lad months of emploenent.
medical plait premium, whichever is dSgnated by the employee during the open window for

itmmance deciIon or at fits time oft life eventI entrance 70.00% 21 85.75%
2 70.75% 22 8630% .

8.9. macmn dompiefion'mtesofpayforaadasuchprogxsmsballbedetermisied
3 71.50% 23. 8725% bythaLr44anagemestcotnrnlttee,bntsballbev4thhithemithmumandmaxiniuromonthlyrntes
4 7125% 24 89.00% . ofpayspeaifiedfnrthlonbyAppendixes 1.2,3 aud4. Thepercentages indicatedintheabove

5 73.75% 25 8L75%- formula shall mesa percentages of the completion rate of pay so determined. The LA,T.C. shall

mdnitorcbangestn Appendixes 1,2,3 and4soastolnsorethatappmpdateenttonceandcompletion
6 14.50% 26

rise atusnsnta are made In connection with related changes made to Appendixes 1,2,3 and 4.
7 7525% 27 90.25% `cyeeemeasalstc.p ogram the employeetilnotrtcSepay testtn'what the

8 76.00% 23 91,00% employee was being paid hi the employees previous classification. An eaiployne who voluntarily

demotes or is demoted to a-i AS C Program shall receive not less than two steps below 100% of9 76.75% 29 91.75%.
.-.- of the apprentice classUtcation. The LAtC. Committee shall have the athority to

tO 77.50% 30 92.50% detcit which stepthedemoted eruploycewill receive.
II 79.25% 31 93.25%
12 79.00% 32 . s.io. C pen fun Increases tuft LIed by tjeabot'e fornusla shallbe intplenterttedonly
13 79.75% . 33 94.7534 if the employee has araved the time indicated and has satistactorily completed the appropriate

14 80.50% program liaIsing, widdi shall ha verified by the 1.A.T.C.

15 . 81.25% 35 96.25%
- MtTTGZ t-LONGItVITY AWARD

16 82.00% 36 97.00%
17 82.75% 37 97.75% 91
18 83500t 9350% .

. ``4taddltioa to the rucnthJy pay prescribed herein,- as employee who.har5
empThyeQy the City for anwsiberofqualified pay periods, the4ot.cflhsich is not

19 84.25% - 39 9915% 1essthneIgbt8ynTh.tbslltcSeflnmandtthobcginr' ofthepjta3ipeiinctMowlng
20 85.00% 49 completion l00.0o'h completionatIda or her ogbth ytarpiervLee, amonthlyIoogevztyjpsd'eqnSttprsceot4%

ofhis or bir basic monthly pay and anystqpjoyeewho has*CblltinnousIycmptCted by the City
AdministrationofthcJAtC. . for a number of qualifted pay pedoda, the ts1f `a letfls rust less thn a e$Mjeazs5 shall

receive from and afttftse begirming oftheppay-peod an additional monthly longevity award
I. Upon entty into this program, an plnyce compensation. Jj . cqu&toUJurpercen14%othisorhe9.emonth1ypspblongevityawardsballbecomputed

established at the higher of the foil ring at,rj . to the nearest dotter per monthitCtenn "çualifled pay pa' plitwean any regular sninintum

- pedat*hithSIMS emplees of the Cityndyddg



a the knowledge employees have of the geographical area involved a

panic assignment.

a the need for employees to have a certain amount of experience being

assigned to or weekend shifts. -

`20.6. Employei and Union agree with the principle that seniority a thetor in

making any assi other than those specified in Sections 20.3 and 20.5 of article.

20.7. The lint layer and Union agree that the Employer will provide assistance, and

use of data processing to jointly develop with the Union a seniority I at least anntmfly.

-20.S. When calcul classIfication seniority, the following shall be used:

a An ample who Is reclassified to a higjier on shall have his or her

seniority date changed to the date ofthe mclasslflcaliorz.

0' Memplayee w is ssiEed to a at the same misty range shall

retainhisorherpreviouslyestablisheds rity date

c Wbentwo2ortnore have sioyinajobclessasvalculatcd

in 20.1, the order of seniority in-such ll&cas tall h detennined first bythetotal continuous

department years of service within the bar second by the total continuous years of

service widrin the bargaining unft and If a tie mists, from the highest score -on the last

examination for the job tide that the employee holds.

20.9. This article shall not be coostru to in any way the provisions contained in
Article U regarding the layoffof employees.

20.10 For the purposes of this Ic, the Civil S job lflcatloas of Collection

SystemMaintenance Worker, Utility and Waterand ` Joineyperson shall
betreatadasonejobtitle,

20.11 a. NoCityof employeewillbefoinedto orretlassifyintothe
Utility Operator classification. Employees holding the classifl of Collection System
Maintenance Worker, Water Gas Maintenance Jouroeyperaoa, Mechanic, W & 0
Equipment Operator, LiftS Operator; N? & 0 Pipeline Welder, W Specialist, ot
Warehouse Assistant allowed to hold such classification for the of their
employment with the all the way to am! including their retlrementifthe so chooses,

The City will maintain classifications and agrees not to eliminate them so as there are
employees who wish remain in these classifications.

b. The layoffSeries Agreementbetweenthe Cilyof lath and AP Local

dawiliberevi wallowColisctionSyatemMaintananceworkemandW&G

Jon to laanp into the Utility Operator poaitlon according to date ofhlre, in the vent

ofalayoffL

IS

c. An openwindow period tvlllbe provided forape led ofninety90 days

execution ofthis agreement during whichtime the employees can Drove Into or out of

classification. During this opetrwiniiow period any employee holding the

ofco System Maintenance Worker,WaterandGasMaintenance intro Lift Station

Operator.V Pipeline Welder, Water Quality Specialist will be all be reclassified to

Utility Operator the employee choose to do so. During this window period any

lo holding the of Utility Operator will be a to be reclassified to n

classification previously the employee should the choose to do so with the

exception of N? & 0 NW Apprentice. Each oyee will allowed only one such

reclasslfleatlon.dming this open

d. Once this agreement Is ted, It is agreed that the seniority wIthin the

Utilitypperator classification will he upon each employees date of hire with the

city wHit the exception ofthose amp who either or demoted -Into Utility Operator -

those enloyees *111 have their ` based en whet, they reclassified in Utility Operator.

Once the winslow closes the ` for those employees ho the classification of Utility

Operator at that point in will continue to be determined based employee's date of

hire with the city e exception of emplOyees who either promoted oted into UtilIty

Operator. Thene will be allowed to maintain this seniority based on fhircas long

astheyltold classIfIcation. Once4he windowclosesa yeinployeewho voluntart -

to 1361' pert subsequent to the closing of the tylirlow will have their seniority as

determined according to the date of their classification to Utility Operator, not their

ARTh3Z 2!- 005VITALMKD3CAL INSURANCE

* 21.1. Dining the period ofIbis Agreement, the Employer wilt make nvailahle to

employees hospital-medical benefit plan coverage containing the same level of benefits as

provided under the four hospital-medical benefit plan in efihot on 7-1-2004.

a The Employer agrees to pay toT the employees without claimed dependents

the entire cost ofthe single employee hospital-medical benefit plan selected by thc employee.

b The empleyer agrees to hold a two week open enrollment period within 15
daysfollowing the approval of this agreement. Effective the first ofthe month following the end of

the open enrollment period, the Ensplayerwifl deposit fifty dollars it5O per month into afle,dble

benefitsspendiogaccmmtfor eaohemployee withoutclaimeddependents enrolled in Comprehensive

Plan 3. At such time as the Employer becomes eligible to offer employees an approved medical

s'ingsteaeeount the employcemayeleotto havethe fiftydollars5O per mqntdeposited into

either aflexible benefits spendingaceount ora medical savings aceowit. The &nploineamy change

this designation during the annual open enrollment period for insurance sd*n.et the time of

alifeavent.

o.. The employer agrees to deposit into the Group Health Ftflthe end of

each fiscal year. any unused balance in each ernjioyees flexible benefl spending#&unt

d Efihefive the first of the month following the two week open enrollment

period in Article 2l.l.b., the Employer agrees topsy 35% of the monthly -premium for family
hospital-methcaI benefit Plans 1, 2, and 4. The Employer agrees top 50% of the monthly
jiemi'nbkr family hhspltal-medlesl benefit Plan 3.

19
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ARTICLE 12- DEFERRED COMPENSATION
`9

12.1. The employer shall allow an employee to participate in any dfeed compensation

plan ofthe employee's choice which meets the following criteria:

a. It has been approved by the deferred compensation commission.

b. ft qualifies under the laws and regulations of the United States, State of

Minnesota, Internal Revenue Service,

c. The employer can accomplish any record keeping, data processing,

aceorinting, or administration of the plan by making a reasonable effort.

Th employer shall not do any act to change, alter, amend, or terminate any employee's

deferred cmpensation plan without first giving at least sixty60 days' written notice ofits intention,

and completing the processing ofany grievance brought concerning the proposed action, unless law,

ruling or order of the Internal Revenue Service reqUires it.

Coinoiding withThe healthplan effective date in Article 13.2, the Employer shall contribute

two hundred twenty-nine dollars $229 each month, for each employeeenrolled in plan 3A hospitEl

medical insurance, for contribution to a qualifthig and apprbved deferred compensation plan, and/or

for contribution to family-dependent hospital medical premium, as designated by the employee

during the open enrollment period for insurance selection, or at the time of a life event.

ARTICLE 13- HOSPITAL-MEDICALBETWITPLAN

13.1. Effective January 1, 2007, the Employer will make available to employees

comprehensive hospital-medical benefit Plan 3A.

a. The Employer agrees to pay for the employees without claimed dependents

the entire cost of the premium for single employee hospital-medical benefit Plan 3A.

b. Effectivá January 1, 2007, the Employer will deposit the. sum of seventy-five

dollars $75 per month into a flexible benefits spending account and/or a qua1if'ing ancl%ppioved

deferred compensation plan, as designated by the employee for eabli employee without cla%med
`

dependents. The employee may change this designation during the annual open enrollment piod

for insurance selection, oral the time ofa life event. The employer agrees to deposit into the Group

Health Fund at the end of each calendar year, any unused balance in each employee's flexiblô

benefits spending account.

c. After thirty-six 36 months of continuous employment from the date ofhire

for any permanent thll-time employee hired on or after January 1, 2006, the Emp]oyer shall make

a one time deposit oftwelve thousand dollars $12,000 into a post employment health care savings

plan account established by the employer in the name ofthe employee. An employee is eligible for

one payment only iij h1s or her lifetime under this article. Said thuds and accumulated interest shall

be made available5o the employee as required bylaw.

.6



rom:
:

Chris Arcand
Sent: Tuesday, July 31 2007 4:35 PM

`Wayne Parson' -.

Subject: RE: PERA SPAM WARNING: PERA Salary Definition

&ayne

L agree that these are employer paid benefits, not employee; `that voluntarily reduces the

employees salary'. .

rheréfore, they would not be eligible for PERA contributions

rhank youfor contacting me.

:hris Arcand

PERA Eligibility
l_888L892_7372 ext .3



.ptp'k
CITYOF DULUTH

CHIEF ADMINISTRATIVE OFFICER

411 West First Street. Room 402

fl--- Duluth, Minnesota 55802

DULUTH
LISA

218/730-5319 FAX 218/730-5904 Chief AdrninstraIive Officer

Ipolswatd@duluthrnfl.goV

September 15, 2008

Ms. Mary Most Vanek

Executive Director

Public Employees. Retirement Association

60 Empire Drive, Suite 200

StPaul, MN 55103

I am writing to inform you about an enor made by the City of Duluth in the treatment of certain

employer-paid benefits as salary subject to PERA taxes. The City makes payments to its employees for

benefits best characterized as an insurance supplement payment. The City Auditor discussed this issue

with Chris Axcand from yOUr office some time ago. After reviewing our bargaining agreements it was

Mr. Arcand's interpretation these employer paid benefits should nOt have been reported as PERA salary

and, accordingly, not subject to PERA taxes.

The City has made thesç insurance supplement payments for a number of years dating back to the

1990's- The amount of PERA contributions made over the years for these employer paid benefits is a

substantial amount of money. The City has discontinued treating insurance supplement payments as

PERA salary subject to PERA taxes.

My concerns about this issue extend beyond the fact that we made an error that impacts PERA taxes and

retiree pensions. This error went undetected for a number of years. Our annual financial statement audit

conducted by the Office of the State Auditor did not detect this error. Fthlly, it appears that PERA

relies upon governmental employers correctly interpreting the PERA Employer Manual for compliance.

It is quite possible other governmental employers may be making this same mistake.

If you need additional information regarding the insurance supplement payments that were incorrectly

reported as PERA wages, please contact the City Auditor, Wayne Parson CPA, at

wparson@duluthnin.gov or at 218-730-5028.

1

,Sificerejy,

Officer

Cc: Wayne Parson, Auditor, City of


