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Chapter 7– 
Contribution Reporting

Public employers are responsible 
for withholding pension deduc-
tions from the eligible salary 
paid to public employees whose 
coverage in a PERA retirement 
plan is mandatory, or when PERA 
membership is voluntary and the 
person chooses the coverage.  
Also, with limited exceptions, an 
employer contribution is payable 
on behalf of each covered em-
ployee at the same rate or higher 
than the member deduction.

As a participating employer, you 
are to remit full payment covering 
the employee deductions and the 
employer contributions due for 
each pay period along with a  
Salary Deduction Report (SDR) 
containing detailed salary and 
contribution data.  Both the pay-
ment and the SDR must be re-

ceived by PERA within 14 calendar 
days after the pay date to avoid 
interest or a late penalty. 

This chapter will help payroll 
administrators fulfill their contri-
bution reporting duties as they 
relate to the General Employees 
Plan (which encompasses the 
Coordinated Plan and the Basic 
Plan), the Correctional Plan, and 
the Police and Fire Plan (which 
are Defined Benefit Plans) as 
well as the PERA Defined Contri-
bution Plan.  This chapter does 
not include information about 
how PERA collects contributions 
to fund benefits for members of 
the Statewide Volunteer Firefight-
er (SVF) Plan. For that informa-
tion, please refer to Chapter 2 
of this manual.

Last chapter 7 revision:
February 2024
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Tax-Sheltered Deductions

Contribution Rates

The PERA retirement plans are 
“tax-qualified” under Section 
401(a) of the Internal Revenue 
Code (IRC).  Additionally, the 
plans are governmental plans 
within the meaning of IRC sec-
tion 414(d) with an employer 
“pick up” of member contri-
butions under Section 414(h)
(2).  This IRC section provides a 
mechanism under which mem-
ber contributions that satisfy 
specific requirements are not 
immediately taxable to the em-
ployee. The IRC refers to these 
contributions as “employer pick 
ups,” which basically means that 
the amounts that are withheld 
from employees’ earnings are 
considered for tax purposes to 
be “picked up” by the employer 
through a salary reduction meth-
od and are, therefore, tax shel-
tered at the time of withholding.)

Figures 2 and 3 show the contri-
bution rates for all of the state-
wide pension plans administered 
by PERA.  For these plans, mem-
ber deductions and employer 
contributions are calculated on an 

employee’s “PERA-eligible salary” 
as defined in PERA law. (Refer to 
Chapter 5 Eligible Earnings.)

The member deduction is a 
percentage of salary determined 

by the specific retirement plan in 
which an employee qualifies and 
has been enrolled.  Employee de-
ductions must be withheld at the 
contribution rate that is in effect 
on the date the salary is paid.

To ensure proper handling, you must calculate federal and state 
income tax withholdings on the amount that remains after the PERA 
member deduction and any voluntary employee-elective, tax-de-
ferred deductions are subtracted from the employee’s gross salary. 
See Figure 1.  (Please refer to Chapter 5 Eligible Earnings for in-
formation on how to treat voluntary tax-deferred employee contri-
butions to a deferred compensation plan, cafeteria plan, flexible 
spending account, etc. for PERA contribution purposes.)

The Employer Manual is intend-
ed to provide general informa-
tion.  The rights and obligations 
of public employers and mem-
bers are governed by state and 
federal laws, rules and regula-
tions.  The Minnesota Legislature 
or the federal government may 

change the statutes, rules and 
regulations governing PERA  
at any time.  The statutes and 
regulations shall govern if there 
is any discrepancy between them 
and the information in this doc-
ument.

Also, when you prepare the federal Form W-2 on employees who 
are PERA members, be sure to check the “retirement plan” box.

Example - Pre-Taxed PERA Employee Deductions

Employee gross salary for a single pay period 
(assumes that the full amount is eligible for PERA 
withholding)

 $1,200.00

PERA deductions at 6.50 percent withheld from the 
employee’s pay (“picked up” by a salary reduction 
for tax reporting purposes)

- 78.00

__________
Taxable Income - Federal and State $1,122.00
Note:  The employee’s PERA deduction does not lower the salary 
used when calculating Social Security or Medicare withholding.

Figure 1

http://www.fourmilab.ch/ustax/www/t26-A-1-D-I-A-401.html
http://www.fourmilab.ch/ustax/www/t26-A-1-D-I-A-401.html
http://www.fourmilab.ch/ustax/www/t26-A-1-D-I-B-414.html
http://www.fourmilab.ch/ustax/www/t26-A-1-D-I-B-414.html
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At times, PERA’s Board of Trustees finds it necessary to ask the Leg-
islature to modify the contribution rates for a Defined Benefit Plan 
to reflect funding needs and/or benefits. Such proposals are based 
on recommendations of a consulting actuary. PERA will notify par-
ticipating employers of any changes made to the PERA contribution 
rates through the quarterly PERAphrase newsletters.

With limited exceptions, an employer contribution is also payable 
on behalf of each member at the same rate or higher than the 
employee deduction.

Defined Benefit Plan (DBP) Rate

General Employees Plan - Coordinated Plan 6.5%
Correctional 5.83%
Police & Fire (P&F) 11.8%

Defined Contribution Plan (DCP) Rate

Elected and Eligible Appointed Public Officials 5.00% 
Physicians 5.00% 
City Managers 6.5%
Ambulance/Rescue Squad Personnel Rates set by Employer
Volunteer or On-call Firefighters 
(not covered for that service by the PERA Po-
lice & Fire Plan, Statewide Volunteer Firefighter 
(SVF) Plan under chapter 353G, or by a relief 
association under chapter 424A) 

7.5% or more made 
either solely from 
compensation paid 
to the firefighter or 
through a combi-
nation of member 
deductions and em-
ployer contributions

Figure 2 Employee DBP Contributions

Figure 3 Employee DCP Contributions
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Employer Rates
Under state law, public em-
ployers that have one or more 
employees who qualify for mem-
bership under a PERA Defined 
Benefit Plan (excluding the SVF 
Plan) must pay employer con-
tributions to PERA on behalf of 
each eligible employee.  With 
the exception of the General 
Employees Plan (Basic and Co-
ordinated plans), the employer 
contribution is an amount that 
matches the employee contribu-
tion.  Employers with members 
of the General Employees Plan 
will match the employee con-
tribution amount and pay an 
employer additional contribu-
tion at the rate set in Minnesota 
Statutes.

Figures 4 and 5 show the em-
ployer contribution rates for the 
PERA statewide Defined Benefit 
and Defined Contribution plans 
(except the Statewide Volunteer 
Firefighter Retirement Plan).  As 
with the employee rates, you 
calculate the contributions on the 
salary of each eligible member at 
the rate in effect on the date the 
employee is paid.

Employers with employees under the PERA Defined Contribution 
Plan contribute an amount equal to the employee deduction unless 
Minnesota Statutes provide for the rate to be established by the 
employing unit.

Defined Benefit Plan (DBP) Rate

General Employees Plan - Coordinated Plan   7.5%1

Correctional    8.75% 
Police & Fire (P&F)3  17.7% 
1 Represents the employer match of the Coordinated Plan employee 
deduction, plus an employer additional 1%

Figure 4 Employer DBP Contributions

Figure 5 Employer DCP Contributions
Defined Contribution Plan (DCP) Rate

Elected and Eligible Appointed Public Officials 5.00% 
Physicians 5.00% 
City Managers 6.5%
Ambulance/Rescue Squad Personnel Rates set by Employer
Volunteer or On-call Firefighters 
(not covered for that service by the PERA 
Police & Fire Plan, Statewide Volunteer Fire-
fighter (SVF) Plan under chapter 353G, or by 
a relief association under chapter 424A)

7.5% or more made 
either solely from 
compensation paid 
to the firefighter or 
through a combina-
tion of member and 
employer contribu-
tions 



7-5

DCP Contribution Limit 
IRC Section 415(c) limits the 
amount of annual employee and 
employer contributions that may 
be made on behalf of an individ-
ual who participates in qualified 
Defined Contribution Plans (DCP).  
Figure 7 that follows shows the 
federal contribution limits in ef-
fect for DCP members for calendar 
year 2024.

Employers should monitor against the federal compensation limit 
using the dates in which the salary is earned by the member, not 
the dates the income is paid. The earnings period is used because 
members of a DBP earn service credit based on the coverage dates 
of the pay periods for which contributions have been made.

If you have DBP members that you anticipate will receive compen-
sation in excess of the annual federal limit, please take steps to 
avoid contribution overpayments.  However, if you stop deducting 
contributions during a calendar year for any member whose com-
pensation has reached the federal limit, you must notify PERA so we 
can take steps to ensure that the member receives service credits for 
the months of salary without contributions.

Includes both employer and 
employee contributions. For 
each member, the employer is to 
monitor the amount of annual 
employee and employer contri-
butions and discontinue contri-
butions if the federal limit has 
been reached.

The PERA defined benefit and defined contribution plans are con-
sidered to be tax-qualified plans and must be administered to com-
ply with applicable provisions of the federal Internal Revenue Code 
(IRC).  Two of these provisions, described here, may affect highly 
compensated employees.

DBP Compensation Limit
Section 401(a)(17) of the IRC places an annual limit on the amount 
of compensation that is subject to retirement withholding for mem-
bers of a Defined Benefit Plan (DBP).  This includes members of the 
PERA Basic, Coordinated, Correctional, or Police and Fire plans.

Figure 6 shows the reportable compensation limits for calendar year 
2024. As noted, the maximum annual compensation amount is higher 
for members whose original date of PERA membership is before July 
1, 1995 (per Minnesota Statutes § 356.611). The higher limit applies to 
pre-July 1995 members, even if they had a break in service and PERA 
membership. 

Year Employee’s original date 
of membership is after 
6/30/1995

Employee’s original 
date of membership is
before 7/1/1995

2024 $345,000 $505,000

Year Annual Limit

2024 $69,000

Figure 6 Reportable Compensation Limit Defined Benefit Plans

Figure 7 Contributions 
Limit — DCP Members

Compensation or Contribution Limits
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Monitoring by PERA 
At the conclusion of a calendar year, PERA staff monitors compli-
ance with the compensation and contribution limits set by the fed-
eral government.  If we find that excess contributions have been 
credited to a member, we will issue a refund to the employee and a 
credit to the employer.  Information about refunds of deductions in 
error appears later under Special Situations.

The limitation amounts are subject to change annually by the Inter-
nal Revenue Service and announcements are published on its web 
site (www.irs.gov) and in various announcements.

Social Security and Medicare Coverage
In Minnesota, most non-public 
safety employees who are PERA 
members pay into Social Security 
and Medicare due to a “Section 
218 Agreement” between the 
state and federal governments.

The Minnesota Section 218 
Agreement calls for Social 
Security coverage of all indi-
viduals holding positions that 
qualify for coverage in the 
Coordinated Plan.  This includes 
persons who have the option to 
join the Coordinated Plan (i.e. 
physicians, city managers and 
certain non-governing body 
elected officials) even if they do 
not choose such coverage.  It 
also includes employees who 
are drawing a PERA retirement 
benefit and who hold a position 
that would otherwise provide 
membership in the Coordinated 
Plan. Reemployed retirees, or 
employees who retired under a 
PERA Phased Retirement Option, 
may not contribute to PERA on 
the post-retirement earnings, 
but they must pay Social Security 

and Medicare on those wages. 
(See Special Situations later in 
this chapter for instructions on 
reporting the salary of working 
retirees to PERA.)

On the other hand, employees 
who are members of the Police 
and Fire Plan or the Basic plan 
are not subject to Social Secu-
rity withholding because their 
positions are not covered under 
Minnesota’s 218 Agreement and 
are not subject to mandatory 
Social Security under federal reg-
ulations.  Medicare participation 
is required, however, for police 
officers or firefighters who are 
hired after March 31, 1986.  If 
a police officer or firefighter was 
hired before April 1, 1986, is a 
member of the PERA Police and 
Fire Plan, and has been continu-
ously employed by the same em-
ployer, the individual is exempt 
from the Medicare program.

With respect to the Correctional 
Plan, all members are subject to 
Medicare withholding.  Howev-

er, members of the Correction-
al Plan are covered for Social 
Security purposes only if that 
coverage had been approved 
through a referendum conduct-
ed by the employing county. If 
a referendum has passed, PERA 
would have established a sep-
arate modification agreement 
with the federal government to 
extend Social Security coverage 
to the correctional service em-
ployees of that employer. For 
information about Social Securi-
ty coverage for the Correctional 
Plan members of a specific em-
ployer, contact the PERA office.

The information in Figure 8 will 
serve as a quick reference tool.  
It provides guidance on when 
a public employee who holds a 
position that qualifies for cover-
age under a PERA Defined Bene-
fit Plan must pay Social Security 
and Medicare taxes. 

http://www.irs.gov/
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Determining Social Security and Medicare coverage for individuals in positions that provide coverage under 
the  Defined Contribution Plan varies based on several factors.  See Chapter 4 Defined Contribution Plan.

Remitting Payments
Minnesota law requires employ-
ers to remit full payment of all 
employees’ PERA deductions and 
the total employer contributions 
due at the end of each payroll cy-
cle.  You will remit such payments 
using either PERA’s Electronic 
Funds Transfer (EFT) process or 
by sending a paper check.  Both 
methods are described below.

Your payment must be received 
by PERA within 14 calendar days 

of the date the employees were 
paid (often referred to as the 
“check date”).  When the 14th day 
falls on a weekend or holiday, 
payment is due by the last busi-
ness day prior to the weekend or 
holiday.  If payment for Defined 
Benefit Plan contributions is re-
ceived later than 14 calendar days 
after the employees were paid, 
PERA is required by law to assess 
a late charge for the payment. In-
terest at an annual rate is charged 

from the date due until full pay-
ment was received. The applicable 
interest rates are 8.0% from July 1, 
2015 to June 30, 2018, 7.5% from 
July 1, 2019 to June 30, 2023, and 
7.0%  thereafter. The minimum 
late charge is $10.

A contribution payment must 
represent the full amount due for 
the applicable pay period.  If your 
payment is less than the amount 
required, your unit must pay the 

PERA Plan Under Which the Position Qualifies 
for Membership 

Withhold 
Social Security?

Withhold
Medicare?

Basic No No1

Coordinated Yes Yes2

Correctional It varies3 Yes3

Police and Fire No4 Yes5

1 Do not withhold Medicare unless you know that the member voted for Medicare coverage in the 
referendum held in 1989.    
2 Medicare is required for all employees hired after March 31, 1986.  
3 Social Security coverage can be provided only if a referendum extending such coverage was held by the 
employer and approved by the eligible member(s). Contact PERA for information about a specific employer.
4 An exception must be made for tribal police officers who are Police and Fire members.  The Social Secu-
rity Administration and the Internal Revenue Service have determined that tribal police officers must make 
Social Security contributions in addition to the PERA contributions.
5 Medicare is required for all employees hired after March 31, 1986. Police and Fire Plan members 
who have been continuously employed by the same employer since before 4/1/86 are exempt from 
the Medicare program. 

Figure 8 Social Security And Medicare Withholding 



PERA Employer Manual
Chapter 7 - Contribution Reporting

7-8

shortage, even if it represents 
an employee’s deduction.  In the 
case of member contribution 
shortages, your unit must pay 
the amount due and then collect 
reimbursement from the wages of 
the applicable employee(s). PERA 
will charge interest at the annual 
compound rate set in law on a 
payment of shortages that is not 
paid within 30 days following the 
date the amount was initially due. 

Electronic Funds Transfer
Employers should use the Elec-
tronic Funds Transfer (EFT) to 
remit payments to PERA.  EFT is 
a convenient way for employers 
to send a payment directly from 
their bank accounts to PERA’s 
account without writing a check.  
It is an economical alternative to 
checks because the employer is 
able to choose the day in which 
the bank account is debited.  
Materials about EFT are avail-
able under the Employer section 
of the PERA website or by calling 
the PERA office.
There are two types of EFT—

the ACH Credit method and the 
ACH Debit method— as follows:

ACH Debit Method - Under 
the ACH Debit method, you 
would use either a special In-
ternet system or an automated 
phone service to authorize an 
EFT payment.  The payment is 
then transferred between your 
governmental unit’s bank and 
PERA’s financial institution.  Both 
the Internet and telephone 
services are provided by a 
third-party payment processor 
with which PERA has contracted. 

ACH Credit Method - The ACH 
Credit method allows you to 
generate an electronic request 
for transfer of funds using either 
your own self-developed appli-
cation or the software program 
of a financial institution.  The 
electronic payment request 
must be prepared in a specified 
format.  Once sent to the finan-
cial institution, it generates an 
ACH transaction that debits your 
unit’s bank account and credits 
PERA’s account on the payment 
due date.

If you want to make payments 
using EFT, please call PERA.  
Generally, it takes two weeks to 
complete the enrollment process 
and you would be notified by 
PERA once EFT has been ap-
proved.  At that point, your unit 
may begin submitting payments 
electronically.

Checks

As an alternative to EFT, you 
may remit payments of employ-
ee deductions and employer 
contributions in the form of 
checks made payable to the 
Public Employees Retirement As-
sociation. The check should con-
tain your PERA-assigned six-digit 
employer number and the paid 
date associated with the contri-
bution payment.  (Place the data 
in the memo area or on the 
check stub.)  Adding these items 
to a paper check can increase 
the time it takes for PERA staff to 
process the funds and post the 
member deductions.

Mail checks to:
PERA
PO Box 4383 
Saint Paul, MN 55101-4383.

As applicable, please include all 
associated documents, such as 
invoices, paper Salary Deduction 
Reports, member enrollment or 
election forms, etc., in the enve-
lope with the check.

Fast Fact

EFT is an
economical
alternative to
sending checks. 
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As the payroll administrator 
for a governmental unit, your 
PERA-covered employees rely on 
you to provide accurate payroll 
information in a timely manner.  
You fulfill this responsibility by 
providing specific payroll data at 
the end of each payroll period in 
which pension deductions have 
been withheld from employees’ 
earnings.

With the exception of the SVF 
Plan, PERA uses a Salary De-
duction Report (SDR) to collect 
payroll data on employees who 
are covered under a PERA De-
fined Benefit or Defined Contri-
bution Plan.  Like a contribution 
payment, the law requires that 
the completed SDR be received 
by PERA within 14 calendar 
days after the date in which the 
members are paid. If the SDR 
is received after the due date, 
PERA may assess a late charge 
of $5 per calendar day and will 
do so when a frequency of late 
submissions is noted.

When PERA receives a SDR and 
corresponding payment from 
an employer, staff reconciles the 
amounts and posts the payroll 
data to each member’s account.  
The posted data is then used 
to prepare benefit estimates 
for members and to determine 
amounts payable to new retir-
ees, survivors and members who 
become disabled.

Acceptable SDR Formats 
PERA has established standard 
reporting formats for both elec-
tronic and paper forms of the 
Salary Deduction Report (SDR) 
to ensure that the information 
provided by over 1,800 units of 
government can be processed 
efficiently.  The method used by 
an employer to create and send 
a completed SDR to PERA will 
depend on its computer capabil-
ities as described in this section.
 
Internet Reporting
Payroll administrators with In-
ternet access and e-mail capa-
bilities at work are required to 
use PERA’s Employer Reporting 
and Information System (ERIS) to 
submit their SDR.  This is a web 
system maintained exclusively 
for use by PERA-covered em-
ployers.  (Refer to the Chapter 6 
Maintain Member and Employer 
Records for more information on 
this system.)

Authorized ERIS users can create 
a SDR using an online data entry 
process or they can transmit a 
properly formatted data file to 
PERA.

Online Data Entry 
Authorized employers use ERIS 
to easily create a custom SDR 
that lists their current members.  
Once the online report is cre-
ated, the employer inputs the 
PERA-eligible salary for each 
covered employee.  Next, 

with a click of the  
“Save/Calculate” button, the 
system (ERIS) will calculate the 
required employee deductions 
and employer contributions.  
The amounts calculated by the 
system can be changed by the 
employer if rounding differences 
occur.

Upon entry, the SDR data are 
immediately checked for accu-
racy and employers may make 
corrections as needed.  Em-
ployers may also save the SDR 
without submitting it to PERA. 
Saving the data on PERA’s server 
allows the employer to work on 
the report in stages.  Once the 
SDR is complete, it can be easily 
sent over PERA’s Internet connec-
tion and an immediate confir-
mation of receipt is provided to 
the employer.

PERA retains a copy of all SDRs 
that have been saved or sent to 
PERA for up to two years and 
employers may print a stored 
report at any time.

Salary Deduction Reports

Fast Fact

You may use ERIS to 
create a SDR using 
an online data entry 
process. 
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File Transfer
As an alternative to the online 
data entry process in ERIS, you 
may submit member salary and 
contribution data in a computer 
file.  If you choose this method, 
you will use either your internal 
programmers or resources you 
contract to create and format 
a data file that meets specific 
requirements. The file specifica-
tions are in the Computer File 
Format Chapter of this manual.

Employer representatives who 
have the proper security rights in 
ERIS will transmit the data file to 
PERA over the Internet.  The pro-
cess is quick and confirmation of 
receipt is provided through an 
online ERIS message.

Only one SDR file may be sent 
at a time. If a data file is ever 
transmitted in error, the employ-
er should promptly report the 
submission mistake to PERA.

Any employer that wants to 
move to the File Transfer report-
ing method must contact PERA 
to discuss the testing process 
that must be performed before 
electronic submissions may 
begin.

Paper Deduction Report
If you are a payroll administra-
tor who does not have Internet 
or e-mail capabilities at work, 
you will use a paper Salary De-
duction Report to provide payroll 
data to PERA.  Before using this 
method, you will need to  

complete and mail an 
Exemption from Web Reporting 
form to document that you do 
not have the computer resources 
needed to use PERA’s web system.

Under the paper reporting 
method, PERA prints a Salary 
Deduction Report (SDR) con-
taining the names, Social Se-
curity numbers (limited to last 
4 digits), and retirement plans 
for all active employees of your 
unit.  PERA generates and mails 
the pre-printed report using the 
pay schedules on file for each 
employer.  If you use the paper 
SDR, please keep PERA aware 
of any pay cycle changes that 
occur.

Once you receive the pre-print-
ed SDR, you must complete all 
of the open items.  This includes 
adding the paid date for the 
period along with each mem-
ber’s salary, deduction amount, 
earnings period, etc.

Each pre-printed SDR contains 
a unique identification number 
that enables PERA staff to quickly 
retrieve the electronic version of 
the report for data entry.  Be-
cause of this numbering system, 
you should not make copies of 
any pre-printed SDR to use for 
a subsequent pay period.  You 
may call PERA during business 
hours to request an additional 
pre-printed SDR.

PERA uses a Post Office box to 
collect the paper SDRs and relat-
ed  payments or documents. The 
address is:

PERA
PO Box 4383
Saint Paul, MN 55101-4383
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SDR Contents 
Regardless of the PERA reporting 
method you use, it is important 
that the information reported on 
the SDR is accurate and com-
plete.  This includes reporting 
PERA-eligible salary for the pay 
periods in which the amounts 
were earned by employees.  
Contribution coverage dates 
are a key factor in determining 
the period of service for which a 
Defined Benefit Plan member is 
entitled to pension credit.

As stated earlier, you may send 
the SDR data via a computer 
file that has been formatted to 
match the specifications in the 
Computer File Format chapter.  
Similarly, any employer using 
the paper or web SDR must pro-
vide specific payroll data as de-
scribed below.  For a paper SDR 
only, the person who completes 
the report must sign and date it 
and insert his or her job title and 
business telephone number.

Employer ID Number — 
Each report must include the 
six-digit identification number 
that has been assigned to the 
employer by PERA.  Some em-
ployers may have been assigned 
more than one identification 
number under practices in place 
prior to July 2000. If you cur-
rently report contribution data 
under multiple PERA identifica-
tion numbers, contact our office 
to determine if these accounts 
can be combined under a single 
employer record. 

Paid Date — This is the “check date” which represents the date the 
pay was issued to the listed employees.

Member Name and Social Security Number — Members are 
listed by full name (last, first, middle initial). To add a new member, 
you must provide the employee’s full Social Security Number the 
first time the person appears on the report.  SDRs without the full 
Social Security Number of a new member cannot be processed until 
the missing information is obtained by PERA. (Please immediately 
enroll each new member into PERA.)

PERA Plan — This is the plan under which you have enrolled the 
employee and into which the salary and contributions are to be 
reported. The codes used on a paper SDR are listed below.   

Eligible Salary — Each member’s PERA-eligible salary is needed 
on the SDR. This is the salary amount before deducting state and 
federal income taxes and before any voluntary employee pre-tax re-
ductions are made.  It is important to not include compensation that 
is not salary for PERA purposes. (Refer to Eligible Earnings, Chapter 5 
for more details.)  If there is no salary to report for a listed member 
just leave the Eligible Salary column blank.

The SDR must also include salary amounts that are earned by 
employees who are collecting a PERA disability benefit, drawing a 
retirement benefit (for employees under age 66), working under 
a Phased Retirement Option (PRO), or having employment with a 

Plan Name Plan Code

Basic  BASI
Coordinated  COOR
Correctional  CORR
Police and Fire  PF
DCP Ambulance  DCPA 
DCP City Managers  DCPM
DCP Elected Officials  DCPE
DCP Physicians  DCPP
DCP Volunteer Firefighters  DCPV
Exempt Plan (re-employed PERA disabilitants and 
certain reemployed PERA retirees as well as employees 
who are working under a Phased Retirement Option

 EXMT
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public employer that privatized under Minnesota Statutes 353F.  More information on reporting the 
earnings of PERA retirees appears later under Special Situations.

Pay Type — This two-digit code identifies the type of pay the employee received.  Only one pay code 
may be entered on a line for a single member. If an employee has been paid eligible salary that rep-
resents two types of pay, such as regular wages and retroactive pay, the employer must report the sala-
ry amounts using two entries on a single SDR or could prepare a separate SDR for each type of pay.     
The pay type is important for awarding service credits to members of a Defined Benefit Plan (DBP) and 
for calculating their high-five average salaries.  Acceptable codes are listed in the Figure 9.

Pay 
Code

Type of Pay Description

01 Regular 
Activity

Use Pay Type 01 to report the PERA-eligible salary earned by a member in the cur-
rent pay period for regular activity (wages, overtime, and paid days off). Members 
of the Coordinated, Basic, Correctional, or Police and Fire plans will receive one 
service credit for each month a deduction is taken from salary coded as Type 01.

When determining contributions on pay coded as Type 01, use the rate in effect 
on the date the salary or wages are paid to the employees  
(commonly referred to as the “check date.”).

This pay type is also used when reporting the following:  a) earnings of a re-em-
ployed retiree who is drawing a DBP benefit and who is under full Social Security 
retirement age, b) salary earned by a person receiving a PERA disability benefit, 
or c) wages of retired employees who are working under a Phased Retirement 
Option or for a public employer that privatized under Minnesota Statutes 353F.

02 Lump sum 
payments 
of accrued 
overtime 
or holiday 
compensa-
tory hours

Use Code 02 to report periodic payments of unused, accrued overtime or hol-
iday compensatory time, which meet PERA’s definition of salary and cover an 
earning’s period before the current pay period.

If you pay compensatory pay each year to members, you must report that 
amount separately from the individual’s regular salary and indicate the earnings 
period for each pay type.  No additional service credits are awarded to mem-
bers who receive retroactive payments; however, the pay increases the salary the 
member has for the applicable period.

Example:  Mark works overtime over various months and banks the hours rather 
than draw the pay as it was earned. At year-end, the employer’s policy requires 
the depletion of the accrued hours; therefore, Mark is paid for the banked over-
time hours.  When reporting this pay, the employer creates a separate entry on 
the SDR for Mark’s compensatory pay and identifies the earning’s period as 
01/01/20XX – 12/31/20XX.

Figure 9
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Pay 
Code

Type of Pay Description

When determining employee and employer contributions on pay coded as Type 
02, use the contribution rate in effect on the date the amount is paid even if the 
compensatory time was earned in a period when contribution rates were different.

04 Grievance 
Pay

Grievance pay is generally back wages awarded under a court order, settlement 
agreement, or grievance proceedings if the payment does not represent a wrong-
ful discharge settlement.  Under state law, amounts paid to an employee through 
a grievance proceeding or legal settlement agreement are subject to PERA de-
ductions.  Please refer to Special Situations later in this chapter for full details.

You must create a separate entry on the SDR to report grievance pay and indi-
cate the applicable coverage period. The employee and employer contributions 
due on the grievance pay are based on the rates in effect when the back pay is 
paid to the employee.  

05 Retroactive 
Pay

Retroactive payments are additional wages paid to an employee for one or more 
pay periods outside the current period with the exception of compensatory or 
grievance pay described previously.

You must create a separate entry on the SDR to report retroactive pay and indicate 
the coverage dates in which the pay was earned. For example, use 01/01/20XX 
-12/31/20XX) to indicate retroactive pay earned over a calendar year.

When PERA receives retroactive pay covering more than one calendar month for 
a member, PERA prorates the pay into monthly amounts and increases the reg-
ular pay already reported for the member for the applicable months. No addi-
tional service credits are awarded to members for retroactive pay.

Calculate employee and employer contributions on retroactive pay using the 
plan rate in effect on the date the amount is paid even if the earning’s period 
falls into more than one rate period.

06 Omitted 
Deductions 
– 60 days 
or less

Omitted deductions represent amounts that are due on salary that was earned in 
the past by an employee and was not reported to PERA or subject to PERA with-
holding. (See Special Situations later in the chapter for more details.)

Omitted deductions may be reported on the SDR only if the period of omission 
began less than 60 days before the beginning of the current pay period and 
PERA has not yet invoiced the employer for the omitted deductions due.

When reporting omitted deductions on the SDR, calculate the missing contri-
butions using the plan rate in effect on the date the amounts were paid to the 
employee.  Report the entry separate from any regular pay and provide the 
beginning and ending dates for the period being corrected.
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Member Contribution —  
The amount that was deducted 
from the salary of each eligible 
member is needed.  Sometimes 
due to rounding differences, 
there is a variance (plus or mi-
nus) in the contribution amount 
calculated by the employer and 
PERA.  A member contribution 
variance of $1.00 or less is dis-
regarded by PERA if the total of 
all variances is $5.00 or less.

The member contribution field 
is to be left blank for employees 
who are working but are also 
drawing a PERA retirement benefit 
and, therefore, exempt from pay-
ing into a PERA retirement plan 
on their post-retirement wages.

Overtime — The amount that 
your agency deems as overtime 
pay for the listed employee. 
Including overtime pay began 
on 1/1/2015 for employees who 
are members of the Coordinat-
ed, Correctional, or Police and 
Fire plans.

Pay Period —The actual begin-
ning and ending dates over which 
a member earned the reported 
salary are required.  Most often 
this will reflect the dates of the 
most recent pay period.  At times, 
the pay period will reflect the 
dates of an earlier period such as 
when paying retroactive wages.   

A single SDR may contain differ-
ent pay period coverage dates for 
one or more members as long as 
the payments have the same paid 
(or check) date.

Adjustments — This column 
on the SDR is to be left blank un-
less you are correcting (increas-
ing or decreasing) the salary or 
deductions that had been report-
ed in one or more past member 
transactions.  Adjustments are 
accepted in limited situations 
only as described in the Special 
Situations section of this chapter.

School Fiscal Year 
Indicator — This item applies 
only to school districts.  It is a 
four-digit date filled in ONLY 
when an employee is paid earn-
ings in a summer month  (July, 
August or September) that rep-
resent a contract payout for time 
worked in other months of the 
school term.  Employers need to 
identify summer payout amounts 
to ensure that the pay is credit-
ed to the non-summer months 
in which the employee actually 
worked.  More details appear 
under Special Situations later in 
this chapter.

Remittance Totals — Each 
SDR must include remittance 
summary totals as listed below.  
PERA compares the total con-

tribution amounts reported on 
the SDR to the employer’s corre-
sponding payment.  Differences 
need to be resolved before the 
deduction amounts can be post-
ed to the members’ accounts. 
When applicable, remittance 
totals must reflect any positive or 
negative adjustments that ap-
pear on the SDR.

Total Earnings — For each 
PERA plan for which contribu-
tions are submitted, you will add 
the salaries of all employees 
contributing to the plan.  Please 
keep separate the earnings a 
member has under more than 
one plan.  For example, do not 
combine under a single plan 
a member’s earnings from a 
Coordinated Plan position and a 
Police and Fire Plan position.

Total Member Deductions 
Withheld — This is the sum of 
employee deductions for each 
plan.

Total Employer  
Contributions — For each 
retirement plan, this amount is 
determined by multiplying the 
total members’ earnings by the 
applicable contribution rate. 
Please calculate the employer 
contributions using the rate in 
effect on the date the employees 
are paid.

Pay 
Code

Type of Pay Description

When omitted employee deductions and employer contributions are received by 
PERA, the member is awarded service credits for the applicable period.
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Employer Additional 
Amount — This relates only to 
the Basic and Coordinated Plans.  
To calculate the total employer 
additional contributions for a 
plan, multiply the total members’ 
earnings by the applicable addi-
tional contribution rate. 

Plan Total — This is the sum 
of contributions for each plan.  
Add the total member deduc-
tions, and the total employer 
contributions, and any addition-
al employer contributions for 
each plan.

Grand Total — This is the sum 
of the total employee, employer, 
and additional employer con-
tributions being made for all 
plans.

Wrongful Discharges
When the court, an arbitrator, or authorized panel determines that 
a public employee has been wrongfully discharged, actions are 
often taken to make the individual “whole” by awarding compensa-
tion in an amount equal to what the person would have been paid 
had employment continued.

Under Minn. Stat. §356.50, a person is entitled to voluntarily ob-
tain allowable service credit under PERA for the uncovered period 
caused by the wrongful discharge when: 

• a court, arbitrator, or a board, commission, or panel acting un-
der the Veterans Preference Act, has determined that a wrongful  
discharge from employment occurred;

• the person is awarded back pay with respect to that discharge; and
• the award does not include an amount for any lost PERA coverage.

In the case of a wrongful discharge, the employer may not with-
hold PERA deductions from the back-wage payment made to the 
employee.  Under PERA law, the affected employee is not required 
to make this payment.  However, if the employee wants to receive 

This section provides information on handling special compensation situations that may surface.

PERA service credit for the pe-
riod of wrongful discharge, he 
or she has the option to do so, 
but must work directly with PERA 
to complete the process.  (IRS 
regulations for governmental 
plans do not allow a member’s 
optional payment of pension 
contributions to be tax-sheltered 
amounts that are made through 
a salary reduction (employer 
“pick up”).  Instead, the employ-
ee contributions must be remit-
ted to PERA directly through a 
personal check.

If a member wishes to obtain 
service credits for a period of 
wrongful discharge, the person 
must pay an amount equal to 

Special Situations
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the contributions that would 
have been paid had the indi-
vidual worked during the ap-
plicable period.  Sometimes, a 
settlement agreement reduces 
an employee’s back-pay award 
because the person received 
unemployment compensation, 
workers’ compensation, or had 
wages from other employment.  
In this situation, PERA must add 
those amounts to the actual 
back-pay award to ensure that 
employee and employer contri-
butions are based on amounts 
that reflect the salary or wages 
that the employee would have 
received if he or she had not 
been wrongfully discharged.

If a member makes a volun-
tary payment for the period of 
wrongful discharge, PERA will 
invoice the employer to collect 
the required employer contribu-
tions and charge annual interest 
as required by law.  The volun-
tary member payment, which is 
based on the contribution rate(s) 
in effect for the period of lost 
service, must be made within 
60 days of either the receipt of 
the back pay or a billing from 
the retirement fund, whichever 
is later. The employer payment 
must be made within 30 days of 
the date in which PERA receives 
the member’s payment.

Paying Lost Wages for a Period of Suspension or a Period 
of Involuntary Termination that is not a Wrongful Discharge
Effective May 24, 2013, if an employer awards a payment of lost 
wages to an employee through a grievance proceeding, settlement, 
or court order, for a prior period of suspension or period of invol-
untary termination, that is not found to have been a wrongful dis-
charge, the amount is subject to mandatory employee and employ-
er contributions if it meets the following criteria:

1. It is attached to a specific earnings period in which member’s 
regular salary was not paid due to a suspension or a period of 
involuntary termination,

2. It is at least equal to the average regular earnings the person had 
been receiving during the six months of PERA-covered employ-
ment immediately prior to the suspension or period of involuntary 
termination; and

3. It does not exceed the compensation that the public employee would 
have earned if regularly employed during the applicable period.

In this situation, the employer must report the back-pay award on 
the Salary Deduction Report.  The employee and employer contri-
butions due on the grievance pay are based on the rates in effect 
when the back pay is paid to the employee.  No interest will be 
due on the back-pay amount if the payment is received in the PERA 
office within 14 days of its paid date.

To report the back-pay award, the employer would add a separate 
line to the SDR that includes the salary amount, the pay type 04 to 
indicate a grievance or settlement payment, and the coverage dates 
of the back pay.  It is important to include the full coverage dates 
associated with the back pay to ensure that the member will receive 
proper service or salary credit.
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Employers that employ PERA 
retirees must in most cases re-
port the wages earned by those 
employees, but will not withhold 
any PERA deductions from those 
amounts.

PERA law requires you to report 
the earnings of all employees 
working under a Phased Retire-
ment Option (PRO) Agreement 
and employees who are drawing 
PERA retirement benefits, are 
under age 66, and are working 
in a non-elected public service 
position. (The PRO is available 
only to Coordinated or Basic 
Plan members age 62 or old-
er.  Individuals who agree to 
employment under the PRO 
may begin collecting their PERA 
retirement benefits without a for-
mal termination of employment 

All PERA-eligible salary is to 
be reported based on the peri-
od in which the compensation 
was earned.  Adhering to this 
requirement is sometimes com-
plicated for school districts that 
allow employees to work fewer 
than 12 months (commonly 9 or 
10 months) and extend their pay 
checks over 12 months.

In these situations, special re-
porting is needed when report-
ing earnings for pay periods 
in which the employee has not 
actually worked, but is drawing 

a pay check.  The employer must report the “contract payouts” cor-
rectly to ensure that the salary of each affected member is properly 
recorded in the PERA account.  The reporting requirements covering 
summer payouts are as follows:

1. Include the 4-digit School Fiscal Year (such as 2015) when re-
porting summer pay-out salaries issued in June, July, or August.  
Do not include the fiscal year data when reporting salary that 
was earned during any non-summer months as it may affect the 
member’s service credits or average salary amounts used to cal-
culate benefits.

2. The School Fiscal Year Indicator must only be used when report-
ing regular salary (pay type 01).  If this indicator is connected 
to other pay types, the transaction will be flagged by PERA as a 
potential error.

or break in service.  More infor-
mation is available in Chapter 6 
Maintain Member and Employer 
Records and on PERA’s website.)  
At your option, you may report 
the earnings of all reemployed 
PERA retirees— including retir-
ees who are over age 66.

You will report an employee’s 
post-retirement earnings on a 
pay period basis on your Salary 
Deduction Report.  The earnings 
are listed under the Exempt Plan 
(Plan ID 99).  No employee de-
ductions or employer contribu-
tions are payable on the salary 
earned after PERA retirement.
  
FICA Coverage of Retirees 
Rehired retirees and former 
members of the Coordinated 
Plan who are working under a 

PRO agreement are subject to 
both Social Security and Medi-
care if the positions they hold 
would otherwise qualify for 
coverage under the PERA Coor-
dinated Plan or the Correctional 
Plan.

On the other hand, rehired 
retirees who hold positions that 
would otherwise be covered un-
der the PERA Police and Fire Plan 
or the Basic Plan are not subject 
to Social Security withholding but 
are subject to Medicare.  (If your 
elected sheriff is a reemployed 
retiree who is drawing a benefit 
from the PERA Police and Fire 
Plan, refer to Chapter 4 Defined 
Contribution Plan for informa-
tion on Social Security participa-
tion for that position.)

Earnings of Working Retirees

Summer Payouts for Schools
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3. Each summer payout amount must have a coverage period 
that is different from other pay periods reported for the mem-
ber.  For example, if you issue two summer payout checks to 
one employee, report two different earnings periods to PERA. 
 
The coverage period you associate with a summer payout can 
reflect the actual pay cycle of the summer months such as 6/1/15 
- 6/15/15 and 6/16/2015 - 6/30/2015 for semi-monthly cycles.  
On the other hand, each transaction could contain “artificial” pay 
period dates as long as the length of the coverage period is at least 
5 days such as 6/1/2015 - 6/6/2015 or 6/2/2015 - 6/7/2015. 

When PERA receives earnings coded with the School Fiscal Year In-
dicator, the reported salary is spread across the calendar months in 
which the employee actually worked during the applicable school year 
(such as September 2014 – June 2015). The prorated amount will 
increase the monthly salary that had been earned by the member for 
the coverage period.

Example: A teacher’s aide works 
for 9 months and has asked to be 
paid over 12 months.  All salary 
issued to this employee in June, 
July and August 2015 will repre-
sent pay for time worked during 
the school term months of Sep-

tember 2014 through June 2015. Therefore, when reporting the pay-
out amounts to PERA (under pay type 01) for the paid dates in June, 
July and August, you would insert “2015” as the School Fiscal Year and 
report a different earnings period for each check that you issue to the 
employee (such as 6/1/15 - 6/15/15, 6/16/15 - 6/30/15, and so on).

Some schools report summer payouts on the same SDR that con-
tains salary data for employees who work year round in each of the 
12 calendar months.  In this situation, do not include the School 
Fiscal Year data for those employees that work year-round.  As an 
alternative, you may prepare a separate SDR covering the employ-
ees who work year round and a separate SDR for those employees 
that receive summer payouts.

Additionally, some schools produce SDRs for all of their summer 
payouts at the beginning of the summer. If your unit does this, 
please do not send all of the reports to PERA unless you are also 
sending payments for the reports.

Extending Paychecks 
Non-Schools  
Although somewhat rare, some 
cities, townships, or counties allow 
their seasonal workers to receive 
paychecks in all 12 months of the 
year even though the employ-
ees do not actually work all 12 
months.   Here is an example.

A golf pro working for a city 
performs services for 9 months 
each year but is paid over 12 
months. The paychecks issued to 
this employee in December, Jan-
uary, and February of each year 
represent pay for time worked 
during the calendar months of 
March through November.

In this situation, when reporting 
the payout amounts for the De-
cember, January, and February 
payroll dates, the employer must 
report the earnings as retroac-
tive pay (pay type 05), rather 
than regular pay.  In addition, 
the employer must provide 
coverage dates that reflect the 
full period of employment for 
that year, such as 03/01/2015 
through 11/30/2015 in our 
example.

PERA members who are em-
ployed on a seasonal basis are 
entitled to up to three months 
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of service credit for periods in 
which they do not have earnings 
because work is not available 
to them.  To get the layoff cred-
its, however, the employer must 
report the temporary layoff to 
PERA.  Refer to Chapter 6 Main-
tain Member and Employer Re-
cords for information on report-
ing employment status changes.

There are certain times in which employers may make adjustments 
on a Salary Deduction Report (paper, web, or computer file) and 
avoid additional paperwork, billings, or credits from PERA.  Ad-
justments are separate transactions added to the Salary Deduction 
Report (SDR) to increase or decrease the amount of salary or de-
ductions that had previously been reported for a member.

When adding an adjustment to an SDR, please follow these guide-
lines:

1. Use the plus sign (+) on a paper SDR or in a computer file to identify 
an amount that is an increase.  (This is not necessary for web SDRs 
created online using ERIS.)

2. A negative adjustment is not allowed for a member of a Defined 
Contribution Plan and is accepted on a member of a Defined Benefit 
Plan only in specific situations authorized by PERA.  When allowed, 
a negative adjustment must include the minus sign (-) to identify that 
the amount is a subtraction.

3. The period dates for an adjustment must match the starting and 
ending dates that had been reported for the original transaction(s) 
being modified. A separate transaction must be added to the SDR 
for each pay period that is being adjusted.

4. Use the contribution rate that was in effect for the original salary 
transaction. The current contribution rate, if different, does not apply.

5. If making an adjustment on a paper SDR or via a computer file, in-
sert the Adjustment Indicator of “A” in the appropriate column. (This 
indicator is not necessary for SDRs created online using ERIS.)

6. You may not use a positive ad-
justment to report both salary 
and deductions that were omit-
ted for a member.  If contribu-
tions on behalf of an eligible 
employee were delayed, the 
omission must be corrected us-
ing the procedures described 
under ‘Omitted Deductions.”

7. The SDR summary and grand 
totals must factor in adjustment 
amounts when applicable.

If you transmit the SDR data in 
computer files and have not au-
tomated the adjustment process, 
you may use PERA’s Electronic 
Adjustment Reconciliation Form 
to report adjustments.  If using 
this form, your payment amount 
must equal the totals reported in 
the SDR file and any additional 
amounts or credits reported on 
the reconciliation form.

Positive Adjustments
A positive adjustment is often 
times included on a SDR to 
correct a situation in which a 
member’s salary for a prior 

Adjustments
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pay period was understated but 
the correct deduction amount 
had been reported to PERA.  A 
positive adjustment is also used 
when a member’s deduction 
was underpaid for the reported 
salary amount.

An example of a positive adjust-
ment to increase a member’s 
earnings for a single prior pay 
period is shown in Figure 10.

Paper SDR Example:  Let’s 
say you reported earnings of 
$3,000.00 for Tom Jones and 
member deductions of $157.50 
on an SDR that you filed with 
PERA. The earnings period 
covered 1/16/15 through 
1/31/15 and had a paid date 
of 2/11/15.  After sending the 
SDR to PERA you realized that 
the member deduction was short 
by $37.50. (It should be 6.5% of 
salary or $195.00.) The em-
ployer contributions were in the 
correct amounts however.

To correct the member deduc-
tion on PERA’s records, you 
could add a positive adjustment 

for Tom on the next SDR covering the pay period of 1/16/2015 
through 1/31/2015.  You would report an additional $37.50 as 
member deductions on the salary that Tom earned from 1/16/15 
through 1/31/15.  The contribution adjustment would look like this 
on the paper SDR: (The adjustment, if made on the web SDR, would 
be the same except the plus sign (+) would not be part of the entry.)

When PERA processes this adjustment, Tom’s earnings for the stat-
ed pay period in January will remain unchanged at $3,000.00; 
however, his employee contribution will be increased by $37.50 (to 
$195.00).

As noted earlier in the guidelines, do not use a positive adjustment 
to report both salary and deductions that were overlooked for an 
eligible employee.  In these cases, the omission must be corrected 
using the procedures described under ‘Omitted Deductions.”

Negative Adjustments 
For members of a Defined Benefit Plan (Basic, Coordinated, Cor-
rectional, or Police and Fire), you may use a negative adjustment to 
correct certain situations when authorized by PERA. This restriction 
exists because certain contribution overpayments must be correct-
ed directly by PERA and must include interest to compensation the 

Name 
and 
SSN

Plan Pay 
Type

PERA 
Salary

Member 
Deduction

Begin 
Date

End 
Date

Adjustment 
Indicator

Jones, 
Tom
-8888

CORD 01 0.00 +37.50 1/16/15 1/31/15 A

Figure 10
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Another situation in which a negative adjustment may be used is if 
an employee on a Workers’ Compensation leave is paid full wages 
and later repays the employer an amount that is equal to the Work-
ers’ Compensation award payment.  Here, a negative adjustment 
may be made to lower the employee’s wage and deduction.

Negative Adjustment Example 2:  
A city reports compensation for 
Peter Olsen of $2,000 under the 
Coordinated Plan for two weekly 
pay periods in May 2015 while 
he is on a Workers’ Compensa-
tion leave.  The amount reported 
represents the full salary that Pe-
ter would have received during 
the two pay periods had he not 
been on leave. The city is paying 
full wages using Peter’s accrued 
sick leave hours. 

Peter receives a check from 
Workers’ Compensation rep-
resenting two-thirds (about 67 
percent) of his usual weekly 
pay and subsequently writes 
a personal check to the city to 
repay that amount and restore 
some sick leave accruals.  Upon 
receiving payment, the city must 
reduce the salary that had been 
reported to PERA because the 
amount Peter received in Work-
ers’ Compensation benefits is 
not PERA-eligible salary.  To cor-
rect PERA’s records, the city must 
lower Peter’s salary for both pay 
periods to reflect the difference 
between the Workers Compen-

member for the period of time in which the money was in PERA’s 
possession and not available to the employee as it otherwise would 
have been.

The following information is provided to help you evaluate when 
you may use a negative transaction to lower the salary or contribu-
tion amount originally reported to PERA on behalf of an employee 
who is a member of a DBP.  (Note:  A negative adjustment is never 
allowed for a member of the Defined Contribution Plan.)

A negative adjustment may be used when the gross pay and associ-
ated contribution amounts for a member of the Basic, Coordinated, 
Correctional, or Police and Fire plan was overstated.

Negative Adjustment Example 1:  An employer reports wages of 
$1000 to PERA for 80 hours of work in February 2015 for John 
Doe, a Coordinated Plan member.  After issuing the check, the 
payroll clerk realizes that John worked 72 hours and was overpaid 
$100.  In this case, the overpayment of salary and deductions may 
be corrected using PERA’s adjustment procedures.  To correct the 
wages and Coordinated Plan contributions for February, the em-
ployer would insert a negative adjustment line on the next SDR to 
subtract $100 in salary, $6.50 in member deductions and $7.50 in 
employer contributions. 

Figure 11 shows how to report the negative adjustment line for John 
Doe.

Name 
and 
SSN

Pay 
Type

PERA 
Salary

Member 
Deduction

Begin 
Date

End Date Adjustment 
Indicator

Doe, 
John
-6666

01 -100.00 +37.50 1/16/15 1/31/15 A

Figure 11

Fast Fact

The use of negative 
adjustments is limited.
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sation award (67% of salary) and the full amount initially paid by 
the city ($2,000). 

In this example, the city would report two adjustments on the SDR as 
shown in Figure 12.

To complete the adjustment, the employer would lower the em-
ployer contributions to the Coordinated Plan by $201.00 ($2680 X 
7.5%) and include this credit in the SDR grand total.

Sometimes an employer may use the adjustment process to correct 
a situation in which deductions were withheld for credit in PERA and 
the employee should have had coverage under the Teachers Retire-
ment Association (TRA).  See Coverage Error between PERA and TRA 
later in this chapter for more information.

Name 
and 
SSN

Pay 
Type

PERA 
Salary

Member 
Deduction

Begin 
Date

End Date Adjustment 
Indicator

Olsen,
Peter
-5555

01 -1340.00 -87.10 5/03/15 5/07/15 A

Olsen,
Peter
-5555

01 -1340.00 -87.10 5/09/15 5/14/15 A

Figure 12

On occasion, an employer may 
mistakenly delay the enrollment 
of an eligible employee into a 
Defined Benefit Plan (Coordinat-
ed, Basic, Correctional, or Police 
and Fire).  And sometimes, an 
employer may fail to report all 
eligible salary and deductions 
for a member.  In both instanc-
es, PERA considers the miss-
ing employee and employer 
amounts to be “Omitted Deduc-
tions.” 

When omitted deductions are 
discovered, the employer must 
enroll the employee into the 
proper retirement plan and be-
gin to withhold PERA deductions 
from the employee’s eligible 
salary.  Relating to the period 
in which deductions had been 
omitted, the member is respon-
sible for paying the employee 
deductions due for the 60 days 
of earnings immediately before 
the pay period in which PERA 
deductions were first withheld.  

Omitted Deductions

Fast Fact

Current employees are 
not liable for omitted 
member deductions 
due beyond a 60-day 
period. 
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If the period of omitted deduc-
tions is past due for more than 
60 days, the employer must 
allow PERA to compute all miss-
ing employee deductions and 
employer contributions. In these 
situations, annual compound 
interest as set in law is charged. 
PERA will send a billing to the 
employer.
   
Under the law, an employer that 
pays employee contributions on 
behalf of a member may not re-
cover the amounts from the em-
ployee.  If PERA were to receive 
a payment from an employee 
for omitted deductions beyond 
the 60-day omission period, the 
payment would be returned to 
the member and PERA would 
request payment from the em-
ployer.

It is important to note that there 
is a three-year statute of lim-
itations on collecting omitted 
deductions.  PERA may bill for 
omitted deductions due on eligi-
ble salary earned in the calendar 
year in which the contribution 
omission is discovered, plus the 
three previous calendar years.

If omitted deductions are due on 
earnings for an employee who 
has terminated employment, the 
omitted employer contributions 
plus interest are still due. The 
employer will not, however, be 
billed for the employee’s share 
of omitted deductions. Under 
this circumstance, the terminated 
employee will have the option to 

pay the omitted employee deductions to obtain service credit for the 
period in question.

How omitted deductions are reported to PERA varies as described 
below.

Adding Omitted Deductions to the SDR
If the period of omission began less than 60 days preceding the 
beginning of the current pay period, an employer may calculate the 
omitted employee and employer contributions and report the total 
salary amount and deductions covering the full period on a Salary 
Deduction Report (web, paper or computer file).

To report an omitted deduction period of 60 days or less, the em-
ployer would add a separate line to the SDR and use the pay type 
06 to indicate an omitted deduction.  Both the salary and employee 
deduction amounts must be included in this transaction, along with 
the coverage dates of the omitted deduction period.  It is important 
to include the full coverage dates associated with the omitted de-
ductions to ensure that the member will receive proper service or 
salary credit.  Finally, the plan summary totals and the grand total 
of the report must be increased accordingly.

Example (60-day omitted deduc-
tion): An employee, who is pro-
jected to have annual earnings of 
$16,000, made $500 from April 
12, 2015 through April 25, 2015 
and $650 from April 26 through 
May 8, 2015.  No PERA deduc-
tions were withheld. The employer finds the oversight and on the next 
payroll period beginning May 9, 2015 withholds PERA deductions 
from the employee’s earnings. Since the employee clearly qualified for 
mandatory PERA membership on April 12th, omitted deductions are 
due on all earnings from April 12, 2015 through May 8, 2015.  The 
omitted employee and employer contributions must be calculated us-
ing the rates in effect when those earnings were paid to the employee.

In this example, the employer may report the omitted deductions 
for the two pay periods on a single SDR.  The SDR entry would 
reflect the total salary of $1,150 and the coverage dates of April 
12 through May 8, 2015.  (The pay type would be 06.)  Employer 
contributions must also be paid on the employee’s earnings, but no 
interest would be due.  
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Omitted Deductions Billed by PERA 
When the period of omitted deductions is past due for more than 60 
days, the employer must allow PERA to compute all missing employee 
deductions and employer contributions. In these situations, annual 
compound interest of 8.0% from July 1, 2015 to June 30, 2018, 7.5% 
from July 1, 2019 to June 30, 2023 and 7.0%  thereafter is charged. 
PERA will send a billing to the employer.

For PERA to bill for omitted employee and employer contributions, 
an employer will need to take the following steps:

1. Withhold the correct member contribution amount from the em-
ployee’s current salary. If the employee has not been enrolled in 
PERA, provide the member’s enrollment data or form.

2. Submit a list of earnings, by pay period, for the full omitted deduc-
tion period or for the current calendar year plus the three previous 
calendar years, whichever is shorter. The list of earnings may be 
submitted on the PERA-Individual Record of Earnings form.

3. Wait for a billing.  PERA staff will review the earnings data you 
provide, compute the employer and employee contribution liabil-
ities with interest, and send an Omitted Deduction Billing Report.

4. Send full payment to PERA upon receipt of the invoice.  If the 
billing covers more than one employee and full payment cannot 
be sent for all employees listed, the employer should identify on 
the invoice the employees for whom payment was not sent, the 
unpaid amount, and the reason for the delay. PERA must have 
an explanation of why a payment does not equal the grand total 
to determine which member accounts to credit. When sending 
payment, please submit a copy of the omitted deduction invoice 
with the payment.
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At times, it is discovered that employee deductions have been cred-
ited to a current or former member’s PERA account in error.  How 
a deduction in error situation is corrected is governed by Minnesota 
Statutes.  In some situations, the law limits the period that can be 
corrected retroactively; therefore, employers should not attempt to 
correct deductions in error independently.

Deductions in error fall into three categories based on the circum-
stances as follows:

1. If an employee had deductions withheld for coverage in a PERA re-
tirement plan and it is later determined that the position or person 
did not qualify for PERA membership, the error is referred to as 
“erroneous membership.”

2. If amounts that are not salary for PERA purposes were subject to 
retirement plan withholdings by mistake, the error is categorized 
as “ineligible salary.”  This category will also include contributions 
made on compensation that exceeds the annual limits under IRC 
Section 401(a)(17) or the contribution limits under IRC Section 
415(c) for participants in the Defined Contribution Plan.

3. If an employee was enrolled in the wrong PERA retirement plan 
(such as the Coordinated Plan when the position qualified under 
the Defined Contribution Plan) or an employee was enrolled in 
the wrong retirement system (such as PERA but should have been 
under the Teachers Retirement Association), the error is referred to 
as a “plan coverage error.”

If you believe that retirement deductions have been paid in error on 
behalf of one or more employees, provide an explanation to PERA.  
The steps taken to correct the error will depend upon the type of 
error as described below.

Deductions in Error
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Erroneous Membership
Defined Benefit Plan—
If an employee has been covered under the Coordinated, Cor-
rectional or Police and Fire Plan and the individual never met the 
requirements for membership in that plan or another public retire-
ment system in Minnesota, the erroneous membership is corrected 
in one of two ways: 

If the membership coverage began on or after January 1, 1990, 
PERA must refund the invalid member deductions to the employee 
with compound interest at the rate paid to terminating employees 
who take a refund of their contributions.  At the end of the calendar 
year in which the refund covering erroneous membership is issued, 
PERA will mail a Form 1099 to the individual for tax reporting 
purposes. Relating to the invalid employer contributions, PERA will 
issue a credit to the employer.  No check is issued to the employer 
because state law and federal regulations require that the invalid 
contributions be kept in the plan and used to offset future employer 
contributions.

If the erroneous membership began before January 1, 1990, the 
employee has the option to continue or discontinue PERA cover-
age. In this instance, the employer should continue withholding 
deductions from the employee’s earnings and send a letter to PERA 
explaining the reason the employee does not qualify for coverage. 
PERA will notify the employee of his or her options and subsequently 
notify the employer of the employee’s decision regarding member-
ship.

Defined Contribution Plan—
On the other hand, if a current or former public employee was 
under the Defined Contribution Plan (DCP) and the individual does 
not qualify for coverage in that plan or any of the Defined Benefit 
Plans administered by PERA, the employer must notify PERA of the 
error and immediately stop withholding DCP deductions.

With respect to the DCP deductions made in error, PERA will issue 
a refund to the individual in an amount equal to the actual deduc-
tions withheld from the person’s salary.  The employing unit will be 
credited for the employer contributions after subtracting adminis-
trative fees.  Any gains that exist at the time of the member refund 
are divided between employee and employer in proportion to the 
amounts paid by each.

Sometimes due to investment 
losses, the balance in a per-
son’s DCP account is less than 
the total member contributions 
originally remitted.  When this 
occurs, the difference is reflected 
in the amounts credited to the 
employer.  If the DCP account 
balance is lower than the orig-
inal member deductions, PERA 
collects the difference from the 
employer.

Ineligible Salary
Under Minnesota Statutes cer-
tain forms of compensation are 
excluded from the definition of 
eligible salary and may not be 
used for purposes of calculating 
retirement plan contributions or 
benefits.  (Refer to Minn. Stat.  
§353.01, subd 10 and Chapter 
5 Eligible Earnings.)

In addition, there are annual 
compensation or contribution 
limits that cannot be exceeded.  
(See Compensation or Contribu-
tion Limits earlier in this chapter 
for details.) 

Fast Fact

A statute of 
limitations may 
mean that some 
ineligible salary 
amounts remain 
credited to the 
employees. 



7-27

If PERA determines that deduc-
tions have been taken from 
amounts that are not salary for 
pension purposes, the employer 
must immediately stop reporting 
the invalid contribution amounts 
to PERA.  Further, PERA will 
remove all ineligible salary that 
is reported during the fiscal year 
(July 1 through June 30) in which 
PERA discovers the error and 
the two preceding fiscal years.  
Amounts reported to PERA prior 
to three fiscal years will remain 
credited to the member(s) and 
be treated as valid salary.

Any refund of employee deduc-
tions that had been taken from 
ineligible salary must be issued 
to the member by PERA and 
will include interest at the same 
rate paid to members who take 
refunds.  At the end of the calen-
dar year in which a refund has 
been issued, PERA will mail a 
Form 1099 to the individual for 
tax reporting purposes.

PERA will issue a credit of employ-
er contributions that had been 
made on ineligible salary. The 
employer will then use the credit 
to offset future employer contribu-
tions that are payable to PERA.

Plan Coverage Errors
Employers should not attempt 
to correct PERA plan coverage 
errors on their own.  In these 
situations it is better for PERA to 
assess the situation and deter-
mine the proper steps to take.

If a public employee has been 
covered under the Coordinated, 
Basic, Correctional or Police and 
Fire Plan and the individual should 
have been covered by a different 
retirement plan, including a plan 
administered by the Teachers Re-
tirement Association or the Minne-
sota State Retirement System, the 
employer must immediately enroll 
the employee under the correct 
retirement plan and begin to with-
hold the proper amount from the 
salary of the employee.

Under laws in effect since July 
1, 2010, the employee’s cover-
age will be adjusted retroactively 
only if the period of correction 
is limited to the fiscal year (July 
1 through June 30) in which the 
plan coverage error is found and 
the two preceding fiscal years.  If 
the plan coverage error began 
before this three year limitation 
period, the past employee contri-
butions are considered valid and 
remain credited to the member.  
No correction of plan coverage 
errors will be made on the ac-
counts of terminated employees.

Coverage Error between 
Two PERA Plans 
When a plan coverage error 
relating to an active member of 
the Coordinated, Correctional 
or Police and Fire plans can be 
corrected retroactively, PERA will 
determine if the total amount 
standing in the member’s ac-
count is more or less than the 
amount needed for the period 
being corrected.

If the coverage error caused ex-
cess contributions to be remitted, 
PERA will refund the excess em-
ployee deductions to the member 
with interest and credit the em-
ployer for the excess employer 
contributions.  On the other hand, 
if additional amounts are needed 
to correct the plan coverage error, 
PERA would collect the required 
employee and employer contri-
butions from the employer. No 
interest will be due if the addition-
al amounts are received by PERA 
within 30 days of the invoice date.

To correct a situation in which a 
public employee was provided 
coverage under the Coordinat-
ed, Correctional or Police and 
Fire plan and should have been 
under the Defined Contribution 
Plan, PERA will transfer the er-
roneous employee deductions 
and employer contributions to 
the DCP once the employer has 
enrolled the person under that 
plan.  No statute of limitations 
currently applies in this situation. 
Furthermore, the transfer of funds 
to the individual’s DCP account 
will include interest at the same 
rate paid to members who take 
refunds.
  
Coverage Error between 
PERA and TRA 
Sometimes, an employee of a 
school district is enrolled in the 
PERA Coordinated Plan and 
should have been covered by the 
Teachers Retirement Association 
(TRA) or vice versa.  In these situ-
ations, the first corrective step to 
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take in all situations is to enroll 
the employee under the correct 
retirement system and withhold 
the proper deductions from the 
employee’s next pay check.

The second step is to determine 
whether or not a retroactive cor-
rection will be made to change 
the system under which the past 
contributions are credited.  The 
laws that govern both PERA and 
TRA provide that if the coverage 
error began within the current or 
preceding two fiscal years, a ret-
roactive correction must be made 
to give the employee credit under 
the proper retirement plan. 

When retroactive correction is 
called for, PERA will accept a 

negative adjustment on the Sala-
ry Deduction Report to correct 
the coverage error provided the 
period involved is limited to the 
current school year or calendar 
year only.  If the period goes 
back to a previous school and/
or calendar year, PERA will work 
with TRA to make the retroactive 
correction through a transfer of 
funds between the two systems.

If employee and employer 
amounts received by PERA are 
fully or partially payable to TRA, 
we will ask TRA to determine the 
total employee and employer 
contributions that should have 
been paid for the period of 
eligibility. PERA will then transfer 
to TRA either all of the invalid 

contributions in the member’s 
account or the exact amount that 
is payable to them.

Once the transfer of funds is 
made, any excess employee 
deductions remaining in the 
PERA account will be refunded 
to the member with interest. 
Likewise, any excess employer 
contributions would be credited 
to the employer.  Conversely, if 
the amount transferred from the 
PERA account does not cover the 
employee contributions payable 
to TRA, the employer will need 
to collect the additional employ-
ee and employer contributions.  

PERA TRA


