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Optima HR Solutions
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We help businesses get better…

with HR at its best.

Fractional HR Talent • HR Managed Service Outsourcing

Talent Solutions • HR Transformation • HR Tech Enablement



Background and Context

Historical Context:

• Minnesota’s Parental Leave Act of 1987 provided up to six weeks of unpaid leave for 
new parents.

• Extended to 12 weeks in 2014 under Women's Economic Security Act (WESA).

• Further expanded in 2024.

• The federal Family and Medical Leave Act (FMLA) of 1993 offered 12 weeks of unpaid 
leave for certain family and medical reasons.

Recent Developments:

• In May 2023, Minnesota enacted the Paid Leave program to provide income 
replacement benefit, addressing gaps in existing unpaid leave policies.

9/18/2025 Copyright © 2025 Optima Advisory, LLC 4



Legislative Overview

Program Highlights:

• Effective Date: January 1, 2026.

• Leave Types:

• Up to 12 weeks for personal medical leave.

• Up to 12 weeks for family leave.

• Maximum combined leave: 20 weeks per benefit year.

• Benefit year under the state plan starts the first day of the leave and is measured forward.

Funding Mechanism:

• Initial payroll tax rate set at 0.88%, split between employers and employees.
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What is covered
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Employer Responsibilities
Premium Contributions:

• Begin payroll deductions on January 1, 2026.

• Submit first premiums by April 30, 2026, covering Q1 2026 wages.

Wage Reporting:

• Quarterly wage detail reports due starting October 31, 2024.

• Employers not covered by Unemployment Insurance must create a “Paid Leave Only” account.

• Members of LLCs that own 25% or more of the company and who draw wages are required to report wages for 
the quarterly reporting.

Employee Notifications:

• Provide written notice to employees about Paid Leave rights and benefits by December 1, 2025.

Policy Updates: 

• Review and update internal leave policies to align with Paid Leave requirements, ensuring no conflicts with 
existing benefits.
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Benefits Overview

• Self-Employed, Independent Contractors and Tribal Nations: May opt into the 
program starting July 1, 2025, by paying the full premium.

• Wage Replacement: Benefits range from 55% to 90% of the employee’s average 
weekly wage, up to a maximum of $1,423 per week.

• Tied to Minnesota state average weekly wage (SAWW).

• Tipped Workers: Tips are used to calculate wage replacement benefit.

• Taxation: Benefits are considered taxable income under state and federal law.

• Seasonal Employees: Those employed for no more than 150 days in a consecutive 
52-week period in the hospitality industry are not eligible.

• Remote Workers: Covered if they work at least 50% of their time in Minnesota or 
reside in Minnesota without working 50% in any other single state.
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Benefit Payment Calculation
• Benefit payments are based on the employee’s average weekly wage (AWW) over the most recent 4 quarters of reported 

wages

• The highest quarter is used to calculate the employee’s AWW

• Different amounts of earnings are replaced at different percentage rates – based on the state’s average weekly wage 
(SAWW) of $1,423.00

• For weekly wages between $0 and $711.50 (half of SAWW), payment is 90% 

• For weekly wages between $711.50 and $1,423.00 (the current SAWW), payment is 66%

• For weekly wages above $1,423.00, payment is 55%

• Weekly payments cannot exceed the state average weekly wage (SAWW), $1,423.00

• This means no matter how much the employee earns the maximum weekly benefit stops at the state's average weekly 
wage of $1,423.00

• A calculator is available Payments and time off / Minnesota Paid Leave to help employees estimate payment amounts
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Example 1

Application Date: February 16, 2026

Hourly Wage: $23/hour

Hours Worked: Variable, PT

Average Weekly Wage* Calculation:

Q1 2025 = $494.50/week

Q2 2025 = $523.25/week

Q3 2025 = $580.75/week

Q4 2025 = $414.00/week

Benefit calculated off the highest AWW

* SOURCE: UI Quarterly wage reporting -- total reported income divided by 13 weeks.

First $711.50

Second $711.50

Above $1,423 

AWW Bucket Multiplier

90%

66%

55%

$522.68

$0

$0

Benefit

$580.75

$0

$0

Actualx =

Total Weekly Benefit Amount = $522.68
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Example 2

Application Date: May 9, 2026

Hourly Wage: $120,000/year + 1/1/26 COLA

Hours Worked: FT Salaried

Average Weekly Wage* Calculation:

Q2 2025 = $2,307.69/week

Q3 2025 = $2,307.69/week

Q4 2025 = $2,307.69/week

Q1 2026 = $2,403.85/week

Benefit calculated off the highest AWW

* SOURCE: UI Quarterly wage reporting -- total reported income divided by 13 weeks.

First $711.50

Second $711.50

Above $1,423 

AWW Bucket Multiplier

90%

66%

55%

$640.35

$469.59

$539.47
$313.06

Benefit

$711.50

$711.50

$980.85

Actualx =

Total Weekly Benefit Amount = $1,423.00
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Funding

• Premium Rate (2026): Total of 0.88% of employee wages up to Social Security cap

• Medical Leave: 0.61%

• Family Leave: 0.27%

• Potential Increases: Projections indicate that the rate may need to increase to 
0.92% in the second year to sustain the program.

• Cost Sharing: Employers must pay at least 50% of the premium; the remaining can 
be deducted from employee wages (but resulting pay must be at or above minimum 
wage).

• Small Employer Discount: Employers with 30 or fewer employees and average 
wages below 150% of the statewide average weekly wage may qualify for reduced 
premiums. 
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Complexities

• Remote and Multi-State Workers: Eligibility for Paid Leave benefits depends on the 
employee’s work location. Employees working at least 50% of their time in 
Minnesota are covered or those who reside in Minnesota without working 50% in any 
other single state.

• Scheduling and Documentation Challenges: The Paid Leave program allows for 
intermittent leave, which can complicate scheduling and require meticulous 
tracking. 

• Operational Strain: Implementing Paid Leave may require employers to adjust 
staffing models, especially in industries with tight labor markets, to manage 
employee absences and ensuring coverage.

• Qualification Period: For a continuous MN Paid Leave, the qualifying event must 
last 7 consecutive calendar days. Once met, benefits are retroactive to day 1. This 
does not apply to bonding leave, and the 7 days do not have to be consecutive for 
intermittent leaves.
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Coordination of Benefits: Fed/State

Federal FMLAMN Paid LeaveFeature

UnpaidPaidPaid or unpaid

50+ employees within 75 milesAll MN employersEmployer coverage 
threshold

12 months of service, 1,250 hours 
worked

Earned 5.3% of state average 
annual wage (≈$3,900) in prior 4 
quarters

Employee eligibility

12 weeks totalUp to 12 weeks per type (capped at 
20 weeks combined)

Maximum duration 
per benefit year
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Issues
Concurrency vs. Stacking:

• MN Paid Leave can run concurrently with FMLA if both apply, but it’s not automatic. 
Employers must coordinate and designate leave appropriately to prevent stacking.

• Risk: If not properly designated, employees could use 12 weeks of Paid Leave and then 
request 12 more weeks of FMLA for the same event, doubling the leave period.

Job Protection:

• Paid Leave provides job protection if employed for at least 90 calendar days.

• A newly hired employee could qualify for Paid Leave benefits but not be protected from 
termination under Paid Leave unless also FMLA-eligible.

Administrative Burden:

• Employers will need robust tracking systems to manage leave types, ensure proper notice 
and designation, and avoid double-counting.
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Coordination of Benefits: STD

STD and Paid Leave may both cover an employee’s own serious health condition, 
leading to overlap.

• Paid Leave is statutory, required, and is the primary payer of benefits.

• STD is voluntary and plan-specific and will coordinate benefits based on the STD plan's 
payment.

Plan Design Conflicts: STD plans may:

• Have different waiting periods (e.g., 7 days).

• Offer different durations.

• Cover conditions not qualifying under Paid Leave (e.g., cosmetic surgery).

Employer Choices: Revise STD plans to coordinate with Paid Leave or limit STD 
offerings if Paid Leave offers sufficient income replacement.
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Coordination of Benefits: PTO

• Paid Leave is a separate benefit and does not require employees to use up 
PTO before applying for state benefits.

• Employers may allow but cannot require employees to use PTO before or 
during Paid Leave leave.

• Employers may consider:

• Offering “top-off” options allowing employees to use PTO to supplement Paid Leave if 
Paid Leave wage replacement is below 100%.

• Structuring leave policies to align eligibility and notice requirements to avoid 
confusion and conflicts.
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Coordination of Benefits: ESST

MN ESSTMN Paid LeaveFeature

Minor illness, safety, medical 
appointments

Serious health/family care, 
bonding, military, safetyReason for leave

1 hour per 30 hours worked, up to 
48 hours/yearUp to 20 weeks combinedDuration

Yes (employer-paid)Yes (state wage replacement fund)Paid?

YesPartially – through payroll taxEmployer-funded?
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Issues
Concurrent Use: 

• An employee cannot use ESST while receiving Paid Leave benefits for the same time period.

• Qualification Period Issue 

Sequential Use: 

• Employees may use ESST to:

• Cover the qualification period before Paid Leave benefits kick in (if applicable).

• Handle short-term absences not qualifying for Paid Leave.

• Supplement leave before or after Paid Leave usage.

Recommendation:

• Clarify in handbooks how ESST and Paid Leave relate.

• Train managers.
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Employer Risks Without Coordination

RiskIssue

Leave stacking (FMLA + Paid Leave separately)Improper leave designation

Unjustified terminations or HR disputesJob protection misunderstandings

Overpayment or underpayment to employeesUncoordinated wage replacement

Confusion, grievances, possible policy 
conflictsPTO policies not updated

Misstatements of rights, inconsistent 
treatmentLack of manager training

9/18/2025 Copyright © 2025 Optima Advisory, LLC 20



Paid Leave Coordination

9/18/2025 21

2 22 12 01 91 81 71 61 51 41 31 21 11 0987654321Week
Bo n ding LeaveRecovery from BirthDr. AptEvent

MN PL - Family LeaveMN PL - Medical LeaveMN ESSTState Paid Leave
12 of 12 weeks8 of 12 weeks8 of 48 hrsUtilization

(Pays first)(Pays first)Weekly Benefit

MN Parental LeaveState
Unpaid 
Leave

12 of 12 weeksUtilization
UnpaidWeekly Benefit

FMLAFederal
Unpaid Leave

12 of 12 weeksUtilization
UnpaidWeekly Benefit

Short Term DisabilityCom pany Leave
8 of 12 weeksUtilization

(Supplements MN PL, if applicable)WPWeekly Benefit
P T O Top-Up (optional)

Employee may use any time availableUtilization
(Supplements MN PL and STD, if applicable)Weekly Benefit

MN PL is exhausted for the year as 20 combined weeks are used.Comments

• In addition to required state and federal leaves, the employer may provide an STD benefit. STD may top up state
paid leave, if available.

• The employee may choose to use PTO to top-up other paid benefits, up to 100% of their regular wages.



Penalties for Non-compliance 
Starting January 1, 2026

PenaltyInfraction
$50/employee (first)                         
$300/employee (subsequent)

Failure to provide/post notices

$1,000 - $10,000 per violation           
Employee remedies (damages, liquidated, injunctive fees)

Retaliation/interference with MNPL rights

$500 or 50% of improper benefit amount, whichever is higherMisrepresentation/fraud/employer misconduct

$10/employee (min $250)
Doubles after 30 days

Late wage reports

$500 (audit refusal)
$100 (failure to provide breakdown)

Recordkeeping/audit failure

$25 per partial/2% of wages if employee is missingMissing/erroneous wage info

$1,000 (1st)
$2,000 (subsequent)

Private plan violations

Interest 1%/month
Collection costs, etc.

Late payment/premium non-compliance

$500 or 50% of overpaid benefits, whichever is greaterFraud/false statements



Key Actions Employers Need to Take

• Analyze plan options and decide program pathway

• Sort, rationalize and adapt leave policies

• Establish internal leave and state/carrier coordination processes

• Communicate to employees and train managers

• Identify a Paid Leave Administrator

• Setup payroll tracking and reconciliation processes
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Key Dates

• Decide your plan choice by October 31, 
2025

• Retaliation protections/Applications start 
November 1, 2025

• Private plan applications due November 10, 
2025

• Post required notices by December 1, 2025

• Benefits and premium collections begin 
January 1, 2026

• First premium payments due April 30, 2026
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Optima’s Approach



We’re here to help
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Contact Me:

steve@optimahr.nethttps://optimahr.co



SMARTER PAYROLL & HR CONFIGURATION FOR 2025-26
(MN FOCUSED)

• ESST recap
• PFML readiness (config only)
• Minimum Wage and Overtime 
• MN Secure Choice
• Remote workers
• Savings ideas
* This is guidance, not legal or tax advice – please loop in your CPA, 
legal, or HR counsel.  We’ll help you configure systems, track, and 
capture savings.



ESST (Earned Sick & Safe Time): Who’s covered & the big picture (MN)

 Effective: Jan 1, 2024; applies to employees anticipated to work ≥80 hrs/yr in 
MN (part-time/seasonal included).

 Accrual: 1 hr per 30 hrs worked in MN; up to at least 48 hrs/yr (you may allow 
more).

 Location matters: Only hours worked in Minnesota accrue ESST (out-of-state 
hours don’t). Track where work is performed (esp. remote/hybrid).

Note: If staff split time across states, configure timekeeping to capture location; audit 
exempt classifications—ESST accrues regardless of FLSA exemption status.



ESST Mechanics: Carryover, front-load, termination

 Carryover: Unused hours must carry over year-to-year up to 80 hours.

 Front-load options: You can front-load at the start of the plan year. Advantages include no 
carry-over and ease of tracking; disadvantages are immediate and full access to time off 
and payout is required at termination unless front-loading 80 hours (max accrual).

 Termination: No payout required at separation unless your PTO policy promises it or 
front-loaded at 48 vs. 80 hours. Reinstate ESST if rehired within 180 days (unless you paid 
it out).

 Important Note: You DON’T need a separate policy for ESST if your current plan meets or 
exceeds the minimums established in the ESST regulations.

Note: Align handbook language (PTO/ESST) to avoid accidental payout obligations.



ESST Pay Rate, Documentation: what must be on pay statements

 Pay rate: Pay ESST at the base rate for the shift; no OT premium is required on 
ESST hours; tips/gratuities aren’t owed.

 Employee notice & records: Provide the required ESST notice (in English + 
primary language). Keep records 3 years.

 Every pay period, show: (1) ESST available and (2) ESST used that period (can 
be on the earnings statement or a system portal).

 Local ordinances: Bloomington/Minneapolis/St. Paul may require more; follow 
the most protective rule. As of now, the State mandate is the most protective.

Note: We can surface ESST balances on stubs and employee portals 
automatically.



MINIMUM 
WAGE:
STATE VS. 
MINNEAPOLIS 
& SAINT PAUL

Notes20262025Jurisdiction

One statewide rate; no tip  
credit.

$11.41$11.13Minnesota (statewide)

Same rate for all employers.
$16.37 

(1/1/26)
$15.97

(1/1/25)
Minneapolis (all sizes)

Indexed thereafter.
$16.37 

(1/1/26)
$15.97

(1/1/25)
Saint Paul – Macro (10,001+) 
& City

$16.37 
(1/1/26)

$15.97
(1/1/25)

Saint Paul – Large (101–
10,000)

$16.37 
(7/1/26)

$15.00
(7/1/25)

Saint Paul – Small (6–100)

$14.25 
(7/1/26)

$13.25
(7/1/25)

Saint Paul – Micro (≤5)



Overtime: MN vs. FLSA (which standard applies?)

 MN law: OT after 48 hrs/week at 1.5×.

 Federal (FLSA): OT after 40 hrs/week for covered employers. Most employers 
are covered via enterprise (≥$500k gross volume & interstate commerce) or 
individual coverage. Use the stricter standard—practically 40 hours for 
almost everyone.

Note: We’ll set alerts for 40-hour thresholds and manage differentials/bonuses in 
the “regular rate.” Review exemptions with counsel.



Work Breaks & Meals: new MN rules you’ll get asked about

Rest breaks (from 1/1/26): At least 15 minutes (or time to reach 
restroom, whichever is longer) each 4 consecutive hours. 
Breaks <20 min must be paid.

Meal break (from 1/1/26): 30 minutes when working 6+ 
consecutive hours (unpaid only if fully relieved of duty).



One Big Beautiful Bill (OBBB): What it really means for payroll
What it is (federal, 2025–2028):
Employees get a federal income-tax deduction for (a) tips, and (b) the overtime premium only—the “extra half” of time-and-a-half 
required by FLSA. Not the whole OT amount. Annual cap: up to $12,500 (single) / $25,000 (joint), with income phase-outs. Claimed on 
the tax return, not in payroll.

Why employees aren’t seeing it in paychecks (yet):
For 2025, IRS says no change to W-2 reporting or withholding tables. Paychecks will look the same; workers see savings when 
they file 2025 returns in 2026—unless they self-adjust withholding. Social Security & Medicare still apply to tips and OT.

How employees can reflect it now (optional):
Use the IRS Tax Withholding Estimator and submit a new Form W-4 to lower withholding (Step 4(b) Deductions). Re-check 
quarterly to avoid under-withholding. We’ll provide links—but advise staff to talk with their tax advisor.

Plain-English example (for FAQs & huddles):
Base rate $20/hr; 10 OT hours paid at $30/hr → OT pay $300. “Premium” portion is $100 (the extra 0.5×). Only that $100 is potentially 
deductible (subject to caps/phase-outs).

What employers should (and shouldn’t) change:
Don’t reprogram federal withholding or W-2s for 2025 because of OBBB. Do: keep tip reporting tight, educate managers on the OT 
“premium-only” rule, and post an employee FAQ with links to the IRS Estimator and W-4.



PFML (MN Paid Leave): What to configure now

 Benefits start: Jan 1, 2026.

 If State Plan Adopted: Premiums are 0.88% of taxable wages (employer pays ≥50%; 
employee up to 50% via deduction). Premiums due starting Apr 30, 2026 for Q1 
wages. Wages subject to premium are capped at the federal Social Security 
(OASDI) wage base.

 If Privately Insured: Must opt-out of State Plan with proof of coverage, rate will vary 
based on carrier’s quote. You may still deduct .44% from employees.

 If Self Insured: Must opt-out plus plan must be approved by the State.

 System checklist: New deduction(s); employer share GL; wage-detail reporting via 
UI/Paid Leave account; OASDI wage-cap.

Note: We’ll map earnings, apply the OASDI cap to PFML, and produce the combined 
UI/Paid Leave wage detail.



MN Secure Choice: (MN Retirement Plan Mandate)

 Who’s covered: Employers with 5+ employees in MN and no current plan
must facilitate auto-IRA enrollment (employees can opt out).

 Timing: Program expected to be available Q1 2026; phased onboarding by 
size (the state’s current proposal groups employers by employee size)

 Employer duties: Enroll covered employees, withhold & remit payroll 
contributions, give required notices 30 days before first deduction. Penalties 
for non-compliance may apply. No employer contributions required; no 
fiduciary duty.

Note: We’ll add the deductions, default %, and provide remittance reports (or file) to employer or, if you 
prefer, recommend a 401(k) provider to satisfy the mandate.



Remote & Multi-State Hiring: quick risk checklist

 Income tax withholding: Withhold where work is physically performed.

 UI/PFML: Typically, where work is performed (PFML is mandatory even for 
groups traditionally outside MN UI).

 Local wage/leave laws: City rules (e.g., MPLS/STP) can exceed state—apply 
most protective.

Note: It’s important to track where work is performed, pay attention to State-by-
State laws regarding transient workers that cross State lines, make sure to 
discuss tax nexus with your CPA or tax advisor.



Practical Ways to Save (without cutting corners)
 Pre-tax benefits: Cafeteria plan (Section 125), HSA/FSA, ICHRA – all reduce taxable 

wages. (Coordinate with your broker.)

 Scheduling & timekeeping: Tighten schedules to reduce OT; implement Time and 
Attendance with manager alerts for missed punches and early / late in-outs.

 Wage configuration: Use differential/incentive-based pay instead of ad-hoc bonuses 
to control regular-rate inflation; deploy job/department costing to find leakage.

 Retirement plan credits: If you start a plan (instead of MN Secure Choice), federal 
startup and auto-enroll credits may offset admin costs—review with your 401K broker 
/ administrator.

 PFML: Make sure not to include non-taxable/above-cap (OASDI) wages so you don’t 
over-remit.

Note: Our team will make sure your plans are set up properly so you realize the savings.



How our systems help

 ESST: balances on stubs/portal; carryover logic to 80 hrs; front-load option sets; 
documentation workflows.

 Wage & Hour: location-aware minimum wage tables for MN/MPLS/STP; OT 
calculators aligned to 40 hrs by default.

 PFML: deductions/employer match; OASDI-cap tracking; quarterly wage-detail 
exports. 

 Secure Choice: auto-401K/IRA deductions, default %, opt-outs, file remittance.

 Remote: state tax profiles, multi-state UI/PFML mapping.



What to Do this Month: simple 6-point checklist
 ESST Policy Tune-Up: carryover, payout language, pay-stub display.

 Update Wage Tables for 2025–26 (MN + MPLS/STP) and set location rules. 

 Set OT logic to 40 hours unless counsel confirms FLSA non-coverage. 

 PFML Config: method determined; set employee deductions, verify OASDI wage 
cap, GL mapping; verify your UI/Paid Leave account access. 

 Secure Choice: choose state auto-IRA or adopt a 401K/IRA plan; line up payroll 
deductions/notices. 

 Remote Employees: confirm UI/PFML status; if multi-state and transient workforce: 
geofence time punches. 



Quick Reference
MN ESST overview/FAQs & employer obligations:
• https://www.dli.mn.gov/sick-leave
• https://dli.mn.gov/sick-leave-FAQs

ESST carryover (80 hrs) & termination payout:
• https://dli.mn.gov/sick-leave-FAQs

MN minimum wage 2025–26; Minneapolis; Saint Paul tables:
• https://www.dli.mn.gov/minwage
• https://minimumwage.minneapolismn.gov/
• https://www.stpaul.gov/departments/human-rights-equal-economic-opportunity/labor-standards-enforcement-and-

education/minimum-wage

Overtime (MN 48 vs FLSA 40 & coverage):
• https://www.dli.mn.gov/business/employment-practices/hours-faqs
• https://www.dol.gov/agencies/whd/fact-sheets/23-flsa-overtime-pay
• https://www.dol.gov/agencies/whd/fact-sheets/14-flsa-coverage

Rest/meal breaks (effective 1/1/26):
• https://www.dli.mn.gov/sites/default/files/pdf/ls_law_update_webinar_0725.pdf

PFML premium, due dates, OASDI cap on taxable wages:
• https://mn.gov/deed/paidleave/employers/premiums/
• https://mn.gov/deed/paidleave/employers/faq/
• https://www.revisor.mn.gov/statutes/cite/268B/full

MN Secure Choice statute & timeline:
• https://www.revisor.mn.gov/statutes/cite/187/full
• https://securechoice.mn.gov/

Reciprocity (MI/ND) + Form MWR:
• https://www.revenue.state.mn.us/reciprocity
• https://www.revenue.state.mn.us/sites/default/files/2024-12/mwr-

25_0.pdf



Let’s Talk

We’ll partner with your trusted advisors to set up policies; we’ll handle the build
(payroll/HRMS/time), reporting, and change management—so you stay compliant and 
uncover savings.

We Bring Peace of Mind to Payroll

Bob Willbanks
Mobile: (612) 298-1176
bob@svpayroll.com

Schedule a Meeting:
www.Calendly.com/bob-svpayroll



Retirement 
Legislation:
Minnesota State 
Mandate

September 2025



Human Interest Inc. is an affordable, full-service 401(k) and 403(b) provider that seeks to make it easy for small and 
medium-sized businesses to assist their employees with investing for retirement. For more information, please visit 
humaninterest.com. Investment Advisory services are provided through Human Interest Advisors LLC, a Registered 
Investment Adviser and subsidiary of Human Interest Inc. For more information on our investment advisory services, 
please visit http://www.humaninterest.com/hia/.

Human Interest Inc. does not provide tax, legal or accounting advice. Plan Sponsors should take independent steps 
to validate the tax, legal, or accounting considerations of hiring any service provider for the Plan, obtaining 
guidance on any Plan document (or amendment thereto), and for any issues pertaining to design, implementation, 
or operation of a Plan.

This content has been prepared for informational purposes only, and should not be construed as individualized 
investment advice. Human Interest Advisors LLC does not provide tax or legal advice. Consult an appropriate 
professional regarding your situation. In the event third-party data and/or statistics are used, they have been 
obtained from sources believed to be reliable; however, we cannot guarantee their accuracy or completeness. 
Investing involves risk, including risk of loss.

Human Interest is registered with the National Association of State Boards Accountancy (NASBA) as a sponsor 
of continuing professional education on the National Registry of CPE Sponsors. State boards of accountancy 
have final authority on the acceptance of individual courses for CPE credit. Complaints regarding registered 
sponsors may be submitted to the National Registry of CPE Sponsors through its website: 
www.nasbaregistry.org.

Disclaimer

For full disclosures, visit https://humaninterest.com/disclosures.



Partner Account Manager 
shelbi.larsen@humaninterest.com
320.420.0900

Shelbi Larsen

Thanks for having me!



Agenda

● The current state of retirement

● The growth of retirement legislation

● Minnesota Secure Choice Retirement 
Program details

● Questions to ask when evaluating 
retirement plans

● Q&A



Retirement 
landscape



48

By 2050

As of 2015

HOW BIG IS “THE GAP”?1

1 World Economic Forum (2017), “We’ll Live to 100 – How Can We Afford It?”



It is estimated that the median retirement savings 
account of $120,000 for those approaching retirement 
age (55 to 64) will likely provide less than $1,000 per 
month over a 15-year retirement span.2

One in four U.S. adults have no retirement savings.1

Retirement today

Percentage of working Americans that are NOT on 
track to have sufficient savings by age 67.3

2PwC “Retirement in America: Time to rethink and retool” 2021
3 Economic Well-Being of U.S. Households in 2021



It’s hard to save when you don’t have a retirement plan.

4 Source: Center for Retirement Research; Boston College

Plan access by 
company size
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Nearly half of all employees 
do not have access to an 
employer-provided pension 
or retirement savings plan.5

5 Source: AARP. July 2022. 

People



The growth of the 
retirement legislation

Legislation



What does SECURE Act 2.0 
mean for retirement plans?

● Encourages employees to participate

● Doubles tax credits for new plans for 
companies with fewer than 50 employees 

● Replace SIMPLE IRA with a Safe Harbor 
401(k) mid-year

● Added new credits for employer 
contributions (based on %) 

● Auto-enroll & auto-escalation will be 
required for all plans starting in plan year 
20256

6  Only those with an effective date after 12/29/2022



Expanded SECURE 2.0 Act small business tax 
incentives
The Setting Every Community Up for Retirement Enhancement (SECURE) Act 2.0 was signed into law on 
December 29, 2022, allowing more tax incentives for eligible employers:1

Doubles tax credits for new plans
Businesses with up to 50 employees may be 
eligible for a tax credit to cover 100% of plan start-
up costs (up from 50%), capped annually at 
$5,500/employer for three years (a total of $16,500).

Adds new credits for employer contributions
Small businesses with up to 50 employees will 
receive a new tax credit based on a percentage of 
employer contributions, up to $1,000/employee for 
those making less than $100,000.

Year 1

Year 2

Year 3

1 Retirement Plans Startup Costs Tax Credit

Source: Human Interest

Potential Cumulative Savings



Scan the QR code to visit
Human Interest’s retirement 

legislation hub and stay up to 
date on each state’s mandate

States are working on 
mandating state-

sponsored retirement 
programs6

State legislation spreading across the country

Over 20 states and two cities have already passed legislation. 13 states have active 
programs where employers may be subject to penalties for noncompliance.6

6 What is a state-sponsored retirement plan? Human Interest. As of February 1, 2025. Subject to change.



How do state-mandated retirement plans work?
Future legislation changes

While these plans are commonly thought of as 401(k)s, this isn’t necessarily true. The 
majority of state-sponsored plans are auto IRAs, which have a different set of factors 
to compare from a competitor offering a 401(k):

● 401(k)s can be pre or post tax, while Roth IRAs are always post-tax

● 401(k)s have a higher annual contribution limit compared to IRAs

● In 2025, 401(k) contribution limits are $23,500 ($31,000 for those older than 50, 
and $34,750 for 60-63 year olds); while IRA contribution levels are $7,000 ($8,000 
for those older than 50).7

7 Source: https://www.irs.gov/newsroom/irs-announces-401k-limit-increases-to-20500



Comparison of a state mandated plan versus a 401(k)
Human Interest 401(k)CalSavers (Roth IRA)

You choose! We offer traditional 401(k) and Roth options so you 
can pick pre- or post-tax contributions

Post-tax (you pay taxes today)Pre- / Post-Tax

$23,500 - if under the age of 50
$31,000 - if 50 and older
$34,750 - if aged 60-63

$7,000 - if under the age of 50
$8,000 - if 50 and older

Max Contribution

0.05% HII custody fee7

0.01% HIA Advisory fee7

.006-.007% average fund fee8

0.825%-0.95%Employee Fees

Integration with 500+ payroll partners8NonePayroll Integration

Our “no-touch” integration with 500+ payroll partners7 means 
we help with ongoing responsibilities:

● Payroll changes sync seamlessly
● Managing required plan documents

● Update contribution amounts for every change 
(contribution rate or opt-out)

● File contributions every pay period and process 
contributions

● Employee census: add new hires and terminate old 
employees

Ongoing Employer 
Responsibilities

Future legislation changes

7 Asset fees are deducted monthly from the employee’s account according to humaninterest.com/terms-of-service and humaninterest.com/hia/terms-of-service. All prices are exclusive of applicable taxes. If the plan sponsor elects to hire an external 
investment advisor, the plan sponsor will pay such advisor as agreed between the plan sponsor and advisor. Average fund fees as of 6/30/24. Asset-weighted average of mutual fund monthly net operating expenses (“expense ratio”) for all plan 
participants invested in Human Interest Advisors’ Model Portfolios (“Models”). Provided for illustrative purposes only. Actual, average fund expenses a participant experiences vary based on the specific Model selected, allocation changes to Models, 
whether participants opt out of Models and choose their own investments and allocations, or allocation drift, especially in volatile markets. Model allocations and underlying mutual fund expenses are subject to change. Before investing, carefully review
the fund’s prospectus, which includes, among other things, a description of fees and expenses a fund will charge.

8 As of 10/1/24. Asset-weighted average of mutual fund monthly net operating expenses (“expense ratio”) for all plan participants invested in Human Interest Advisors’ Model Portfolios (“Models”). Provided for illustrative purposes only. Actual, average fund
expenses a participant experiences vary based on the specific Model selected, allocation changes to Models, whether participants opt out of Models and choose their own investments and allocations, or allocation drift, especially in volatile markets. 
Model allocations and underlying mutual fund expenses are subject to change. Before investing, carefully review the fund’s prospectus, which includes, among other things, a description of fees and expenses a fund will charge.



But I can ignore it, right?8

Illinois
$250 penalty per eligible employee for the first calendar year 
the employer is noncompliant.

$500 penalty per eligible employee if found noncompliant in 
subsequent years. Noncompliance does not need to be 
consecutive.8

Notice of noncompliance:

● 120 days to comply
● Employees are an average count from state payroll tax 

forms 
● If you don’t pay, your bank account can be levied

8 (820 ILCS 80/) Illinois Secure Choice Savings Program Act. Subject to change
9 The Illinois state mandate penalty letter originated from a prospective client in 2023 and 
may not reflect the most current penalty letter information.
.



Minnesota Secure Choice 
Retirement Program 

Plan Details



The program is expected to be available between 
January 1 - March 30, 2026:

● 100+ Employees - First 6 months - 5,500 ER
● 50-99 Employees - 7 - 12 months - 2,861 ER
● 25-49 Employees - 3 - 18 months - 5,677 ER
● 10-24 Employees - 19 - 24 months - 14,962 ER
● 5-9 Employees - 25 - 30 months - 19,000 ER

● Eligible employees
○ Employees are automatically enrolled in an IRA with a 

default 5% payroll contribution, with a yearly auto-
escalation of 1% until they reach 8%.

○ Employees may opt-out if they do not wish to 
contribute.

● Employers that meet the following criteria must offer a 
qualified plan:

○ Has 5+ employees.
○ Does not offer a qualified savings plan - like a 401(k), 

457(b), SEP-IRA, or Simple IRA

Program details10

Understanding Minnesota Secure Choice 
Retirement Program

10 Minnesota Secure Choice Retirement Program. Mn.gov. July 2025.



Minnesota Secure Choice 
Retirement Program 
administrative responsibilities⁷

Understanding Minnesota Secure Choice 
Retirement Program

Cadence Task

Every timeChanges to contribution 
amounts

Every timeUpdating an opted-out 
employee

Every pay period, must 
be sent within 7 days of 
payroll

File contributions and send file 
listings

Every pay periodDebit company’s bank account

Each new eligible or 
terminated employee

Add or remove employees to 
census



We can help customers 
save a significant 75+ hours
annually across 401(k) 
administration and payroll 
processing, which can 
equal $7,500 in savings.1

— Human Interest

1 Human Interest internal data as of February 28, 2024. 
Calculations are based on customer information, including 
75 hours of 401(k) administration management per year 
and one hour of payroll management per pay cycle at a 
$100 per hour rate. Actual cost savings may differ.



For more details and to keep up to date:

Scan the QR code to visit 
Human Interest’s retirement 

legislation hub and stay up to 
date on each state’s mandate



Questions to ask when 
evaluating plans

Retirement plans



Questions to ask when evaluating plans

1. What retirement plans will keep my business in compliance?

2. How do the annual contribution limits differ for each plan? 

3. Will there be employer and/or employee fees for my chosen plan?

4. Can I integrate my plan with my existing payroll provider?

5. How much administrative work am I willing to take on?





For more information, please contact shelbi.larsen@humaninterest.com



Joel Seleskie, Private Wealth Advisor & Founder
Tony Zodrow, Retirement Planning Specialist
September 2025

Understanding Minnesota Secure Choice 
and SECURE 2.0 Retirement Changes
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Overview of Minnesota Secure Choice 
Retirement Program

Agenda

Next Steps and Resources

Implications for Employers and Employees

Key Features and Requirements

SECURE 2.0 Act Key Changes



Overview of Minnesota Secure 
Choice Retirement Program
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What is Minnesota Secure Choice?

State-sponsored 
retirement savings 

program, signed into law 
May 2023 (HF 782)

Targets ~718,000 
private-sector workers 

without employer-
sponsored plans

Mandatory for 
employers with 5+ 

employees who don’t 
offer a qualified plan

Administered by a 
7-member board, 

overseen by the MN State 
Board of Investment
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What is Minnesota Secure Choice?

State-sponsored 
retirement savings 

program, signed into law 
May 2023 (HF 782)

Targets ~718,000 
private-sector workers 

without employer-
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Board of Investment



75

Secure Choice Tax Credits

If you have 50 or fewer employees who 
received at least $5,000, the credit is 100% of 
eligible startup costs, up to the greater of: 

$500 
OR
The lesser of:
• $250 multiplied by the number of NHCEs who 

are eligible to participate in the plan
• OR
• $5,000

Eligible Start Up Costs Include | Set up, Administration & Education

If you have 51-100 employees who received 
at least $5,000, the credit is 50% of your 
eligible startup costs, up to the greater of:

$500 
OR
The lesser of:
• $250 multiplied by the number of NHCEs who 

are eligible to participate in the plan
• OR
• $5,000

This publication is not intended as legal or tax advice. Financial Representatives do not render tax advice. Consult with a tax professional for tax advice that is specific to your situation.
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Tax Credit for Plan Contributions

• 1st plan year | 100% of contribution, up to $1,000

• 2nd plan year | 100% of contribution, up to $1,000

• 3rd plan year | 75% of contribution, up to $1,000

• 4th plan year | 50% of contribution, up to $1,000

• 5th plan year | 25% of contribution, up to $1,000

For employers with 1-50 employees, the tax credit available for each participant is:

• 1st plan year | 100% minus 2% for each employee exceeding 50 limit

• 2nd plan year | 100% minus 2% for each employee exceeding 50 limit

• 3rd plan year | 75% minus 2% for each employee exceeding 50 limit

• 4th plan year | 50% minus 2% for each employee exceeding 50 limit

• 5th plan year | 25% minus 2% for each employee exceeding 50 limit

For employers with 51-100 employees, the tax credit available for each participant is:

The tax credit is not available for contributions to employees earning more than $100,000 
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Auto Enrollment Tax 
Credit

An eligible employer that adds an auto-
enrollment feature to their plan can 
claim a tax credit of $500 per year for 
a 3-year taxable period beginning 
with the first taxable year the employer 
includes the auto-enrollment feature. 

This tax credit is available for new or 
existing plans that adopt an eligible 
auto-enrollment plan.



Key Features & Requirements
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Key Features of Minnesota Secure Choice

Automatic Enrollment Payroll Deductions

Employee Control Portability

Employees auto-enrolled 
but can opt out

Employers deduct and 
remit contributions

Employees set contribution 
rates or opt out annually

IRA Accounts

Investment Options

Default is Roth IRA; traditional 
IRA option available

Diversified funds (e.g., target date, 
balanced, capital preservation)

Accounts tied to individuals, 
not employers
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Key Features of Minnesota Secure Choice
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Employer 
Requirements

Who Must Participate

Duties

Private employers with 5+ employees, no 
existing retirement plan

Exemptions: Employers with 401(k), 
403(b), SIMPLE, and SEPs

1. Enroll employees

2. Deduct & remit contributions

3. Provide program info 30 days before 
first deduction
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Timeline & 
Penalties

Timeline

Penalties

Program Launch: Q1 2026
Not January 2025, despite misinformation

Phased rollout over 2 years

Written warnings for first year of 
noncompliance

Fines TBD
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Enacted December 2022 – effective 
with phased changes through 2027

SECURE 2.0 Act 
Enhancing Retirement Savings

Aims to increase retirement plan 
access & savings

Key Provisions relevant to MN 
employers/employees:

• Catch-up Contributions

• Auto-Enrollment

• Part-Time Worker Access

• Saver’s Match

• Student Loans

• Required Minimum Distributions (RMD)



SECURE 2.0 Key Changes 
92 Changes Overall
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SECURE 2.0 Key Changes

Ages 60–63
Greater of $10,000 or 150% of 
standard catch-up ($11,250 in 2025)

Ages 50+
$7,500 standard catch-up

High earners (>$145,000)
Roth IRA for catch-ups (2026)

Catch-Up 
Contributions (2025)

Employers must auto-enroll 
employees in 401(k)/403(b) plans if 
they have 10+ employees or have 
been in business for 3+ years -
already established organizations 
excluded

3% min to 10% max with 1% yearly 
increases required

Employees are allowed to opt-out 
at any time

Reduced eligibility to 2 years of 
500+ hours (vs. 3 years)

No employer match required

Auto-Enrollment 
(2025)

Part-Time 
Worker Access
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SECURE 2.0 Key Changes

50% match on contributions up to 
$2,000 for low/ middle-income 
workers

Deposited directly into retirement 
accounts

Saver’s Match 
(2027)

Employers are allowed to treat 
qualified student loan payments 
as elective deferrals for the 
purpose of receiving a 401(k) 
match

This means employees can 
make student loan payments and 
still receive employer 
contributions to their retirement 
accounts, even if they can't 
contribute directly to the 401(k) 
themselves

For participants born on or 
before July 1, 1949, the RMD 
start date is based on when they 
reach age 70.5

Taxpayers with birthdays after 
July 1, 1949, are subject to the 
new rules and have an RMD 
start date based on when they 
reach age 72

Student Loans
Required Minimum 
Distributions (RMD)
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Secure Choice vs. SECURE 2.0

• State-specific, mandatory for certain 
employers

• Focus - Workers without employer plans

• Simple IRA-based solution

Synergy | Both promote auto-enrollment and savings access

Minnesota Secure Choice

• Federal, applies to all qualified plans

• Enhances existing plans (401(k), 403(b))

• Broadens access and incentives

SECURE 2.0



Implications for 
Employees & Employers
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What Employers Need to Know

• Compliance | Register by Q1 2026 or certify 
exemption

• Minimal cost | No employer contributions 
required

• Administrative tasks | Payroll setup, 
employee notifications

Options | Offer private 401(k)/403(b) or join Secure Choice

Secure Choice

• Update existing plans for auto-enrollment 
(2025)

• Consider tax credits for small business 
plan startup

• Educate employees on new catch-up and 
Saver’s Match options

SECURE 2.0
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Benefits for Employees

• Easy savings via payroll deductions

• Portable IRAs, employee-directed 
investments

• Opt-out flexibility

Impact | Increased retirement security, especially for underserved groups

Secure Choice

• Higher catch-up contributions for 
ages 60 - 63

• Saver’s Match for low/middle-income 
workers (2027)

• Better access for part-time workers

SECURE 2.0
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Preparing for 2026 & Beyond

• Monitor Secure Choice board updates 
(mn.gov/scrb)

• Evaluate private plan options vs. Secure 
Choice

• Prepare payroll systems for deductions

Employers

• Learn about Secure Choice enrollment 
(Q1 2026)

• Explore SECURE 2.0 benefits (e.g., 
catch-up contributions)

• Stay Informed | Check mn.gov/scrb and 
IRS.gov for updates

Employees



Resources and Q&A
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Plan Design
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Plan Design
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Seleskie Financial Services & Fees

Services
• Benchmarking

• Retirement Plans should be benchmarked 
every 2-3 years to measure plan design, 
employer contributions, eligibility, etc.

• Employee meetings
• Group & 1x1s
• Multiple locations

• Plan reviews
• Illustrations

Fees
• Plan
• Investment
• Advisor
• Third Party Administrator
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Resources

Minnesota Secure Choice 
mn.gov/scrb

SECURE 2.0 Info
IRS.gov
Kiplinger.com

Joel Seleskie
Private Wealth Advisor & Founder

joel.seleskie@nm.com
p. 651-715-6812

Tony Zodrow
Retirement Planning Specialist

tony.zodrow@nm.com
p. 763-762-8257

Scan to 
get in 
touch!



Disclosures

This publication is not intended as legal or tax advice. Financial Representatives do not render tax advice. Consult with a tax 
professional for tax advice that is specific to your situation.

Northwestern Mutual is the marketing name for The Northwestern Mutual Life Insurance Company (NM) (life and disability 
insurance, annuities, and life insurance with long-term care benefits) and its subsidiaries in Milwaukee, WI. Investment 
brokerage services are offered through Northwestern Mutual Investment Services, LLC, (NMIS) a subsidiary of NM, broker-dealer, 
registered investment advisor, and member FINRA and SIPC. Investment advisory and trust services are offered through 
Northwestern Mutual Wealth Management Company® (NMWMC), Milwaukee, WI, a subsidiary of NM and a federal savings 
bank.

Members of Seleskie Financial use Seleskie Financial as a marketing name for doing business as representatives of 
Northwestern Mutual. Northwestern Mutual Private Client Group is a select group of NM advisors and representatives. Seleskie
Financial and Northwestern Mutual Private Client Group are not a registered investment adviser, broker-dealer, insurance 
agency, federal savings bank or other legal entity. To view detailed disclosures regarding individual representatives, view their 
information at seleskiefinancial.com. 
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Strategic Financial Management
Funding, Forecasting & Analysis

Presented by: 
Jennifer Laplante & Cathie Asmus 
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Focus Areas

103

 Funding strategies for planned vs. emergency coverage decisions

 Budget frameworks for different coverage scenarios

 Break-even analysis: internal coverage vs. outsourcing vs. temp staffing

 Financial forecasting for internal absorption vs. external hiring
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Funding Coverage:
Expected
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Funding Coverage Decisions | Expected Situation
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Credit Card Applications:
• Immediate deposits for temp agency placement fees
• Upfront costs for external firm contracts while awaiting invoicing cycles
• Training expenses for internal staff taking on additional responsibilities
• Technology/equipment setup costs for temporary workers

Line of Credit Strategic Use:
• Bridge funding for overlapping wages (paying leave benefits + replacement costs)
• Extended coverage for firms requiring 90-day minimum contracts
• Internal overtime costs when redistributing tasks among existing staff
• PFLA compliance system setup and administrative costs

Planned Leave Coverage Strategy
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Funding Coverage:
Unexpected
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Funding Coverage Decisions | Unexpected Situation
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Emergency Funding Needs:
• Same-day temp placement through premium staffing services
• Rush contractor agreements with specialized firms
• Immediate overtime authorization for remaining staff
• Emergency cross-training costs for rapid skill transfer

PFLA Compliance Funding Requirements:
• Ensure credit access covers both state-mandated benefits AND replacement costs
• Maintain separate funding streams to avoid cash flow conflicts
• Plan for situations where you're paying full salary continuation plus replacement wages
• Budget for administrative costs of emergency PFLA claims processing

Emergency Medical Leave Activation
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Coverage Decision Matrix

Under $60K salary roles:
Typically favor temp agencies for speed and flexibility

$60K-100K specialized roles:
Consider outsourcing to firms with expertise

Over $100K leadership roles:
Often require internal absorption with external consultant support

Client-facing roles:
May need combination approach to maintain relationships

Funding Coverage Decisions | Unexpected Situation



1715 YANKEE DOODLE ROAD, SUITE 305  |  EAGAN, MINNESOTA 55121  | WWW.ALLINONEACCOUNTING.COM |  651-289-7660

Budgeting:
Expected
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Coverage Strategy Budgeting | Expected Situation
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Annual PFLA Coverage Budget Structure:

Internal Absorption Costs (when redistributing work internally):
• Overtime budget: 15-25% increase in affected department payroll
• Cross-training investment: $2,000-5,000 per employee trained
• Temporary productivity loss: Budget 20% efficiency drop for 4-6 weeks
• Management time: Additional 10-15 hours/week for coverage coordination

External Coverage Costs (when hiring temps or firms):
• Temp staffing: Budget 180-200% of base salary for equivalent coverage
• Professional services firms: $8,000-20,000/month depending on role level
• Placement and setup fees: $1,500-5,000 per arrangement
• Integration and handoff costs: $2,000-4,000 per transition

Planned Leave Budget Categories
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Break-Even 
Analysis
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Coverage Decision Break-Even Analysis | Expected Situation
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Known Overhead from Budget and Known Gross Margin will allow for the calculation of 
break-even 

Example: Senior Accountant Maternity Leave (12 weeks)
• Internal absorption: $8,000 overtime + $3,000 training = $11,000 total
• Temp CPA: $450/day × 60 days = $27,000 total
• Accounting firm: $12,000/month × 3 months = $36,000 total
• Decision: Internal absorption saves $16,000-25,000 for standard 12-week leave

Break-Even Analysis for Extension:
• If leave extends to 20 weeks: Internal overtime stress may require external help
• Break-even point for switching strategies: ~16-18 weeks for most professional roles

Planned Coverage Break-Even
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Forecasting
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Forecasting Coverage Costs and Decisions
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Internal Absorption Forecasting:
• Existing team overtime costs
• Productivity loss during transition
• Training time investment
• Delayed project costs and potential revenue impact

External Coverage Forecasting:
• Temp agency costs: 1.5-2.0x base hourly rate plus placement fees
• Onboarding and integration time
• Contract minimums: Many firms require 3-6 month commitments

Decision Factors to Forecast:
• Role complexity and required expertise level
• Client relationship sensitivity and continuity needs
• Existing team capacity and skill overlap
• Budget availability and cash flow timing preferences

Planned Coverage Analysis
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Forecasting Coverage Costs and Decisions
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Rapid Response Cost Modeling:
• Emergency temp rates: 2.5-3.0x normal rates for immediate placement
• Consultant daily rates: $800-2,000/day for specialized operations expertise
• Internal crisis overtime: 50-80% salary increases for key staff covering gaps
• Revenue risk: Potential client loss if service levels drop significantly

Extended Leave Uncertainty Planning:
• Model various return timelines: 4 weeks, 8 weeks, 6+ months
• Plan for gradual return scenarios with modified duties
• Calculate break-even points for different coverage strategies over time
• Account for potential permanent replacement if return becomes unlikely

PFLA Compliance Forecasting:
• Track state benefit payments vs. your salary continuation policies
• Model coordination between PFLA benefits and your existing leave policies
• Forecast administrative burden costs for complex claims
• Plan for potential disputes or appeals processes

Emergency Coverage Projections
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Immediate PFLA Coverage Readiness Actions:
• Establish coverage decision criteria based on role level and advance notice
• Pre-negotiate rates with 2-3 temp agencies and professional service firms
• Create internal cross-training matrix identifying coverage capabilities
• Set up dedicated funding sources for both planned and emergency coverage scenarios

PFLA Compliance & Cost Management:
• Understand Minnesota's benefit structure and how it coordinates with your existing policies
• Ensure your coverage strategies maintain compliance while controlling costs
• Build decision frameworks that can be activated quickly for emergency situations
• Remember: PFLA covers the employee benefits, but ALL coverage costs are your responsibility

Critical Success Factors:
• Speed of decision-making often matters more than perfect cost optimization
• Having pre-established relationships with coverage providers reduces emergency premiums
• Internal cross-training investments pay off most when you need emergency flexibility
• Document your coverage strategies to ensure consistent application across all PFLA situations

Questions for Your PFLA Readiness Assessment:
• Do you have written coverage strategies for each role level in your organization?
• Can you activate emergency coverage within 24-48 hours while maintaining PFLA compliance?
• Have you stress-tested your budget for multiple simultaneous leaves?
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