IA PUBLIC EMPLOYEES
RETIREMENT ASSOCIATION

Date: December 11, 2025
To: PERA Board of Trustees
From: Doug Anderson, Executive Director

Subject: Executive Director Compensation Policy and Annual Performance Review

The PERA Governance Manual includes Section 2.2D Compensation Policy and Annual
Performance Review. Both the qualification requirements for an executive director in Minnesota
Statute § 353.03, subdivision 3a and the salary policy for an executive director in Minnesota
Statute § 15A.0815, subdivision 2 changed effective 2024.

Changes to the qualification for the Executive Director generally broadened requirements to
expand eligibility to more potential candidates. The salary policy changes detached the Executive
Director salary from a maximum tied to the Governor’s salary. The Governance Manual should
be updated to reflect the legislative changes.

Staff Recommendation

Staff recommends that the Board approve the proposed changes to the Governance Manual.
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D. Executive Director Compensation Policy and Annual Performance Reviews

In 2016, the Boards of the Statewide Retirement Systems were granted the authority to set the
| salaries of its-their Executive Directors: -underthefollowingstatutes:

Minnesota Statute 353.03, subdivision 3a, which-reads-asfellows governs the appointment

of the executive director by the Board:

(a) Appointment. The board mustshel appoint an executive director on the basis of
education, experience in the retirement field, ability to manage and lead system staff,
and ability to assist the board in setting a vision for the systemeandieadership-abitity.
The executive director must have had at least five years of* experience in either an
executive level management position or a position with responsibility for the governance,
manaqement or administration of a retirement plan. ;-which-hasincluded-responsibitity

nefits-The executive director serves
at the pleasure of the board Notwrthstandmg any law to the contrary, the board
must set the salary of the executive director. The board must review the
performance of the executive director on an annual basis and may grant

sa/ary ad/ustments as a resu/t of the review. -T-he—sa#a-/cy—ef—t:he—e*eeetr-ve

Salary Policy

Prior to May, 2023, Minnesota Statutes 15A.00815, subdivision 2, establisheds the salary
maximum at 133 percent of the Governor’s salary, which is indexed by inflation. Effective May,
2023, Laws 2023, Ch. 62 Art. 2, Sec. 38 eliminated thisHimitby-striking-the-cap-of133%of the
Governorssalarythusremoving the statutory limitation on the eEexecutive dBdirector’s maximum
salary —as-specified-in-statute, and reaffirming salary increase methodology for the eEexecutive

dbdirector Fhe-governinglawreadsasfollows:

Salary Range

The Salary Range will be an “open range,” comprised of a minimum and maximum salary value. The
entire salary range will be indexed each year as specified in Minnesota Statutes 15A.80815,
subdivision 2.

Establishing Initial Salary

|n|t|aI h|re the Board WI|| set the beglnnlng salary of the executive d|rector W|th|n the estabhshed

salary range, commensurate with the qualifications and experience of the employee. Establishing



and adjusting the Eexecutive Bdirector salary and salary range will be done in accordance
with accepted fiduciary practices and due diligence responsibilities.

Annual Performance Reviews
Annually, the Board will evaluate the executive director’s performance relative to business goals
and objectives established by the Board. The Board Chair/President will conduct a performance
evaluation of the executive director based on collective input from the individual Board members
which may include additional input at the discretion of the board. Additionally, the Board Chair/
President may present the executive director with a professional development plan to enhance
his/ her / their future performance.

General Salary Increases
The Board may grant a general salary increase consistent with the general salary increase
pattern of other state employees. The board may elect to grant or withhold a general

saIarv |ncrease based on the annual performance reV|eW M-anagereJ—Man—su—@wt—ted—te

Performance-based Increases
The board may grant Pperformance-based increases. These increases may-be-granted-by-the

Board-consistent-with-the-Managerial-Plar—Fheseinereases-may only be granted after the Board
completes a review and determines that the eExecutive dBirector has achieved erexceeded

performance standa rds or objectlves iFhe—Beard—maﬁ#ereet—te—g‘nant—anet—graﬂt—a-pe#erma-nee—

eb}eet-wes—m%hl-n—a—gwen—year Performance~based increases may not exceed 3.5 percent per year.

Performance~based increases cannot result in the Executive Director salary exceeding the maximum of the
salary range.

Terms and Conditions of Employment

Aside from salary benefits described in this governance manual, the benefits and rights which are
afforded to the PERA executive director, including but not limited to , vacation leave, sick leave,
other leaves of absence, holidays, medical and dental insurance, life insurance, and expense
reimbursement, are the same as the terms and conditions of employment consistent with non-

represented state employees lhe-ManageﬂaLPlan—estabh&hed—emdeF%S—sebd-men%—
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D. Executive Director Compensation Policy and Annual Performance Reviews

In 2016, the Boards of the Statewide Retirement Systems were granted the authority to set the
salaries of their Executive Directors.

Minnesota Statute 353.03, subdivision 3a, governs the appointment of the executive director

by the Board:

(a) Appointment. The board must appoint an executive director on the basis of education,
experience in the retirement field, ability to manage and lead system staff, and
ability to assist the board in setting a vision for the system. The executive director
must have had at least five years of experience in either an executive level management
position or a position with responsibility for the governance, management, or
administration of a retirement plan. The executive director serves at the pleasure of the
board. Notwithstanding any law to the contrary, the board must set the salary of the
executive director. The board must review the performance of the executive
director on an annual basis and may grant salary adjustments as a result
of the review..

Salary Policy

Prior to May, 2023, Minnesota Statutes 15A.0815, subdivision 2, established the salary maximum
at 133 percent of the Governor’s salary, which is indexed by inflation. Effective May, 2023, Laws
2023, Ch. 62 Art. 2, Sec. 38 eliminated the statutory limitation on the executive director’'s maximum
salary, and reaffirming salary increase methodology for the executive director.

Salary Range

The Salary Range will be an “open range,” comprised of a minimum and maximum salary value. The
entire salary range will be indexed each year as specified in Minnesota Statutes 15A.0815, subdivision
2.

Establishing Initial Salary

Upon initial hire, the Board will set the beginning salary of the executive director within the
established salary range, commensurate with the qualifications and experience of the employee.
Establishing and adjusting the executive director salary and salary range will be done in
accordance with accepted fiduciary practices and due diligence responsibilities.

Annual Performance Reviews
Annually, the Board will evaluate the executive director’s performance relative to business goals
and objectives established by the Board. The Board Chair/President will conduct a performance
evaluation of the executive director based on collective input from the individual Board members
which may include additional input at the discretion of the board. Additionally, the Board Chair/
President may present the executive director with a professional development plan to enhance
his/ her / their future performance.

General Salary Increases

The Board may grant a general salary increase consistent with the general salary increase
pattern of other state employees. The board may elect to grant or withhold a general
salary increase based on the annual performance review.



Performance-based Increases

The board may grant performance-based increases. These increases may only be granted after
the Board completes a review and determines that the executive director has achieved
performance standards or objectives. Performance-based increases may not exceed 3.5 percent per
year. Performance-based increases cannot result in the Executive Director salary exceeding the maximum of
the salary range.

Terms and Conditions of Employment

Aside from salary benefits described in this governance manual, the benefits and rights which are
afforded to the PERA executive director, including but not limited to, vacation leave, sick leave, other
leaves of absence, holidays, medical and dental insurance, life insurance, and expense
reimbursement, are the same as the terms and conditions of employment consistent with non-
represented state employees.



