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............... nmoves to amend HHF. No. ....; S.F. No.

., as follows:

Del ete everything after the enacting clause and insert:

"ARTI CLE 1
MEMBERSHI P | SSUES

Section 1. Mnnesota Statutes 2002, section 353.01,
subdi vision 2b, is anmended to read:

Subd. 2b. EXCLUDED EMPLOYEES. The follow ng public
enpl oyees are not eligible to participate as nenbers of the
association with retirenent coverage by the public enpl oyees
retirement plan, the |ocal government correctional enployees
retirement plan under chapter 353E, or the public enpl oyees
police and fire retirenment plan:

(1) public officers, other than county sheriffs, who are
el ected to a governing body, or persons who are appointed to
fill a vacancy in an elective office of a governing body, whose
termof office fHH+st commences on or after July 1, 2002, for the
service to be rendered in that elective position. Elected
governing body officials who were active nenbers of the
association's coordinated or basic retirenent plans as of June
30, 2002, continue participation throughout incunbency in office
until termnation of public service occurs as defined in
subdi vi si on 11a;

(2) election officers or election judges;

(3) patient and i nmate personnel who perform services for a
gover nnent al subdi vi si on;

(4) except as otherw se specified in subdivision 12a,

enpl oyees who are hired for a tenporary position as defined
under subdivision 12a, and enpl oyees who resign froma

nont enporary position and accept a tenporary position within 30

days in the sane governnental subdivision—; Anrn—ensployer—ust—not
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(5) enpl oyees who are enployed by reason of work energency

caused by fire, flood, storm or simlar disaster;

(6) enployees who by virtue of their enploynent in one
governnental subdivision are required by law to be a nenber of
and to contribute to any of the plans or funds adm ni stered by
the M nnesota state retirenent system the teachers retirenent
association, the Duluth teachers retirenent fund associ ation,
the M nneapolis teachers retirenment fund association, the St.
Paul teachers retirenent fund association, the Mnneapolis
enpl oyees retirenment fund, or any police or firefighters relief
associ ation governed by section 69.77 that has not consoli dated
with the public enployees retirement association, or any |ocal
police or firefighters consolidation account byt who have not
el ected the type of benefit coverage provided by the public
enpl oyees police and fire fund under sections 353A. 01 to
353A. 10, or any persons covered by section 353. 665, subdivision
4, 5 or 6, who have not el ected public enpl oyees police and
fire plan benefit coverage. This clause nust not be construed
to prevent a person frombeing a nmenber of and contributing to
the public enployees retirenment association and al so bel ongi ng
to and contributing to another public pension plan or fund for
ot her service occurring during the sanme period of tine. A

person who neets the definition of "public enployee" in
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subdi vision 2 by virtue of other service occurring during the
sane period of tine becones a nenber of the association unless
contributions are made to another public retirenent fund on the
sal ary based on the other service or to the teachers retirenent
associ ation by a teacher as defined in section 354. 05,
subdi vi si on 2;

(7) persons who are nenbers of a religious order and are
excl uded from coverage under the federal O d Age, Survivors,
Disability, and Health Insurance Program for the performance of
service as specified in United States Code, title 42, section
410(a)(8)(A), as anmended through January 1, 1987, if no
irrevocabl e el ection of coverage has been nmade under section
3121(r) of the Internal Revenue Code of 1954, as anended;

(8) enployees of a governnental subdivision who have not
reached the age of 23 and are enrolled on a full-time basis to
attend or are attending classes on a full-tine basis at an
accredited school, college, or university in an undergraduate,
graduate, or professional-technical program or a public or
charter high school

(9) resident physicians, nedical interns, and pharmaci st
residents and pharnmaci st interns who are serving in a degree or
residency programin public hospitals;

(10) students who are serving in an internship or residency
program sponsored by an accredited educational institution;

(11) persons who hold a part-tine adult supplenentary
technical college license who render part-tinme teaching service
in a technical coll ege;

(12) except for enployees of Hennepin county, foreign
citizens working for a governnmental subdivision with a work
permt of less than three years, or an H1b visa valid for |ess
than three years of enploynent. Upon notice to the association
that the work permt or visa extends beyond the three-year
period, the foreign citizens are—te nmust be reported for
menbership fromthe date of the extension

(13) public hospital enployees who elected not to

participate as nenbers of the association before 1972 and who
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did not elect to participate fromJuly 1, 1988, to Cctober 1,
1988;

(14) except as provided in section 353.86, volunteer
anbul ance service personnel, as defined in subdivision 35, but
persons who serve as vol unteer anbul ance service personnel may
still qualify as public enployees under subdivision 2 and may be
menbers of the public enployees retirenent association and
participants in the public enployees retirenent fund or the
public enpl oyees police and fire fund, whichever applies, on the
basi s of conpensation received from public enpl oynent service
ot her than service as vol unteer anbul ance service personnel

(15) except as provided in section 353.87, vol unteer
firefighters, as defined in subdivision 36, engaging in
activities undertaken as part of volunteer firefighter duties;
provi ded that a person who is a volunteer firefighter may stil
qualify as a public enployee under subdivision 2 and may be a
menber of the public enployees retirenent association and a
participant in the public enployees retirement fund or the
public enpl oyees police and fire fund, whichever applies, on the
basi s of conpensation received frompublic enploynent activities
ot her than those as a volunteer firefighter;

(16) pipefitters and associ ated trades personnel enpl oyed
by i ndependent school district No. 625, St. Paul, wth coverage
under a collective bargai ning agreenent by the pipefitters |ocal
455 pension plan who were either first enployed after My 1,
1997, or, if first enployed before May 2, 1997, elected to be
excl uded under Laws 1997, chapter 241, article 2, section 12;

(17) electrical workers, plunbers, carpenters, and
associ ated trades personnel enployed by i ndependent school
district No. 625, St. Paul, or the city of St. Paul, who have
retirement coverage under a collective bargaining agreenent by
the electrical workers |ocal 110 pension plan, the united
associ ation plunbers |ocal 34 pension plan, or the carpenters
| ocal 87 pension plan who were either first enployed after My
1, 2000, or, if first enployed before May 2, 2000, elected to be

excl uded under Laws 2000, chapter 461, article 7, section 5;
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(18) bricklayers, allied craftworkers, cenent nmasons,
gl aziers, glassworkers, painters, allied tradesworkers, and
pl asterers enployed by the city of St. Paul or independent
school district No. 625, St. Paul, with coverage under a
col | ective bargaining agreenent by the bricklayers and allied
craftworkers |l ocal 1 pension plan, the cenent masons | ocal 633
pension plan, the glaziers and gl assworkers |ocal L-1324 pension
pl an, the painters and allied trades |ocal 61 pension plan, or
the Twin GCties plasterers |local 265 pension plan who were
either first enployed after May 1, 2001, or if first enployed
before May 2, 2001, elected to be excluded under Laws 2001,
First Special Session chapter 10, article 10, section 6;

(19) plunbers enployed by the netropolitan airports
conmi ssion, with coverage under a collective bargaining
agreenent by the plunbers |ocal 34 pension plan, who either were
first enployed after May 1, 2001, or if first enpl oyed before
May 2, 2001, elected to be excluded under Laws 2001, First
Speci al Session chapter 10, article 10, section 6;

(20) enpl oyees who are hired after June 30, 2002, to fil
seasonal positions under subdivision 12b which are limted in
duration by the enployer to 185 consecutive cal endar days or
| ess in each year of enploynent with the governnental
subdi vi si on

(21) persons who are provided supported enpl oynent or
wor k- st udy positions by a governnental subdivision and who
participate in an enploynment or industries program naintai ned
for the benefit of these persons where the governnental
subdivision |imts the position's duration to three years or
| ess, including persons participating in a federal or state
subsi di zed on-the-job training, work experience, senior citizen,
yout h, or unenploynent relief programwhere the training or work
experience is not provided as a part of, or for, future
per manent public enpl oynent;

(22) independent contractors and the enpl oyees of
i ndependent contractors; and

(23) reenployed annuitants of the association during the
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course of that reenpl oynent.

Sec. 2. Mnnesota Statutes 2002, section 353.01,
subdi vi sion 12a, is anended to read:

Subd. 12a. TEMPORARY PCSI TION. 8- (a) "Tenporary
position" neans an enpl oynent position predeterm ned by the
enpl oyer at the tinme of hiring to be a period of six nonths or
| ess. Tenporary position also neans an enpl oynent position
occupi ed by a person hired by the enployer as a tenporary
replacenent who is enployed for a predeterm ned period of six
nont hs or | ess.

2) (b) "Tenporary position" does not nmean an enpl oynent

position for a specified or unspecified termin which a person

serves a probationary period as a requirenent for subsequent
enpl oynent on a permanent or unlimted basis.

(c) If enploynent in a tenporary position extends beyond

si x consecutive nonths, the head of the departnent shall report

t he enpl oyee for nenbership if salary in any nonth exceeds the

salary threshold specified in subdivision 2a. The nenbership

eligibility of an enpl oyee who resigns or is dismssed froma

tenporary position and accepts another tenporary position in the

sanme governnental subdivision within 30 days is determ ned on

the total |ength of enploynent rather than on each separate

posi ti on.

Sec. 3. Mnnesota Statutes 2002, section 353.01,
subdi vision 12b, is anended to read:

Subd. 12b. SEASONAL POCSI TI ON. " Seasonal position" nmeans
a position where the nature of the work or its duration are
related to a specific season or seasons of the year, regardless
of whether or not the enploying agency anticipates that the sanme
enpl oyee will return to the position each season in which it
becones available. The entire period of enploynent in a
business year must be used to determ ne whether or not a
position may be excluded as seasonal when there is less than a
30-day break between one seasonal position and a subsequent
seasonal position for enploynent with the sanme gover nnent al

enpl oyer. Seasonal positions include, but are not limted to,
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coaching athletic activities or enploynent to plow snow or to
mai ntai n roads or parks, or to operate skating rinks, sk
| odges, golf courses, or sw mm ng pools.

Sec. 4. Mnnesota Statutes 2002, section 354. 05,
subdi vision 2, is anended to read:

Subd. 2. TEACHER (a) "Teacher" neans:

(1) a person who renders service as a teacher, supervisor
princi pal, superintendent, |ibrarian, nurse, counselor, social
wor ker, therapist, or psychologist in a public school of the
state |l ocated outside of the corporate limts of a city of the
first class, or in any charter school, irrespective of the
| ocation of the school, or in any charitable, penal, or
correctional institutions of a governnental subdivision, or who
i's engaged in educational adm nistration in connection with the
state public school system but excluding the University of
M nnesota, whether the position be a public office or an
enmpl oynment, not including the nmenbers or officers of any general
governi ng or managi ng board or body;

(2) an enployee of the teachers retirenent association;

(3) a person who renders teaching service on a part-tine
basi s and who al so renders other services for a single enploying
unit. A person whose teaching service conprises at |east 50
percent of the conbi ned enpl oynent salary is a nmenber of the
association for all services with the single enploying unit. |If
the person's teaching service conprises |less than 50 percent of
t he conbi ned enpl oynent sal ary, the executive director nust
determ ne whether all or none of the conbined service is covered
by the association; or

(4) a person who is not covered by the plans established
under chapter 352D, 354A, or 354B and who is enpl oyed by the
board of trustees of the M nnesota state coll eges and
universities systemin an uncl assified position as:

(i) a president, vice-president, or dean;

(1i) a manager or a professional in an academ c or an
academ c support programother than specified in item(i);

(ti1) an admnistrative or a service support faculty
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position; or

(iv) a teacher or a research assistant.

(b) "Teacher" does not nean:

(1) a person who works for a school or institution as an
i ndependent contractor as defined by the Internal Revenue

Servi ce;

3} a person heldinga part-timeadultsupplerentary
teechnical—collegetiecense who renders part-tine teaching service

or a custom zed trainer as defined by the Mnnesota state

col |l eges and universities system in—atechniecalecoetlege if (i)

the service is incidental to the regular nonteachi ng occupation

of the person; and (ii) the apptiecabletechnicalcollege

enpl oyer stipulates annually in advance that the part-tinme

t eachi ng service or custom zed training service will not exceed
300 hours in a fiscal year and retains the stipulation inits
records; and (iii) the part-time teaching service or custom zed

training service actually does not exceed 300 hours in a fiscal

year; or
4) (3) a person exenpt fromlicensure under section
122A. 30.
Sec. 5. Mnnesota Statutes 2002, section 354B. 20,
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subdi vision 4, is anmended to read:

Subd. 4. COVERED EMPLOYMENT. (a) "Covered enpl oynent™
means enpl oynent by a person eligible for coverage by this
retirement program under section 354B.21 in a faculty position
or in an eligible unclassified adm nistrative position.

(b) "Covered enploynent” does not nean enpl oynent specified
in paragraph (a) by a faculty nenber enployed in a—state
uhi-versity—or—a—commnity—college the M nnesota state col |l eges

and universities systemif the person's initial appointnment is

specified as constituting |less than 25 percent of a ful
academ c year, exclusive of sumrer session, for the applicable
institution.

Sec. 6. Mnnesota Statutes 2002, section 354B. 20,
subdi vision 6, is anended to read:

Subd. 6. ELI A BLE UNCLASSI FI ED ADM NI STRATI VE POCSI TI O\
"Eligible unclassified adm nistrative position" neans the
fol | ow ng:

(1) the chancellor of the board;

(2) a president of a state college or university; o

(3) an exeluded adm nistrator enployed in a state
university or college, by the board, or by the higher education
services office; or

(4) other managers and professionals in academ c and

academ c support prograns in the unclassified service enpl oyed

in a state university or college, by the board, or by the higher

educati on services office.

Sec. 7. Mnnesota Statutes 2002, section 354C. 11
subdivision 2, is anended to read:

Subd. 2. ELIGBILITY. (a) An individual nust participate
in the supplenental retirement plan if the individual is
enpl oyed by the board of trustees in the unclassified service of
the state and has conpleted at |least two years with a full-tine
contract of applicable unclassified enploynment with the board or
an applicabl e predecessor board in any of the positions
specified in paragraph (b).

(b) Eligible positions or enploynent classifications are:



10/ 16/ 03 3:32 p. m [ COM ] LMLD LCPRO3-243

10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.
10.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

(1) an unclassified adm nistrative position as defined in
section 354B. 20, subdivision 6;

(2) an enploynment classification included in one of the
followi ng collective bargaining units under section 179A. 10,
subdi vi si on 2:

(1) the state university instructional unit;

(1i) the state college instructional unit; and

(1i1) the state university adm nistrative unit; or

(3) an uncl assified enpl oyee of the board:

(i) included in the general professional unit or
supervi sory enpl oyees unit under section 179A 10, subdivision 2;
or

(11) excluded fromthose units due to the enpl oyee's

confidential status under section 179A. 10, subdivision 1, clause

(8).
Sec. 8. REPEALER

M nnesota Statutes 2002, section 352D. 02, subdivision 5, is

repeal ed.
Sec. 9. EFFECTI VE DATE

(a) Sections 1 to 5 and 8 are effective on July 1, 2004.

(b) Section 6 is effective on July 1, 2004, and applies

retroactively to the date of hire of the applicable person in

the affected position.

(c) Section 7 is effective retroactively to July 1, 2001

ARTI CLE 2
COVERED SALARY DEFI NI TI ON

Section 1. Mnnesota Statutes 2002, section 352.01,
subdi vision 13, is anmended to read:

Subd. 13. SALARY. (a) "Sal ary" nmeans wages, or other
periodi c conpensation, paid to an enpl oyee before deductions for
deferred conpensation, supplenental retirenment plans, or other
vol untary sal ary reduction prograns.

(b) "Sal ary" does not include:

(1) lunp sumsick | eave paynents;;
(2) severance paynents;;

(3) lunmp sum annual | eave paynments and overtinme paynents

10
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made at the tine of separation fromstate services;

(4) paynents in lieu of any enployer-paid group insurance
coverage, including the difference between single and famly
rates that may be paid to an enpl oyee with single coverage—and;

(5) paynents made as an enployer-paid fringe benefit;

(6) workers' conpensation payments;

(7) enployer contributions to a deferred conpensation or
tax sheltered annuity program-; and

(8) amounts contributed under a benevol ent vacation and

sick | eave donation program are—net—salary
(c) Amounts provided to an enpl oyee by the enpl oyer through

a grievance proceeding or a legal settlenent are salary only if

the settlenent is reviewed by the executive director and the

anounts are determ ned by the executive director to be

consi stent with paragraph (a) and prior determ nations.

Sec. 2. Mnnesota Statutes 2002, section 352B. 01,
subdi vision 11, is anended to read:

Subd. 11. AVERAGE MONTHLY SALARY. (a) "Average nonthly
sal ary" neans the average of the highest nonthly salaries for

five years of service as a nenber upon which contributions were

deducted from pay under section 352B. 02, or upon which

appropriate contributions or paynents were nade to the fund to

recei ve allowable service and salary credit as specified under

applicable law. Average nonthly salary nust be based upon al

all owabl e service if this service is less than five years. t+

(b) "Average nonthly salary" neans the salary of the nenber

as defined in section 352.01, subdivision 13. "Average nonthly

sal ary" does not include any |unp-sum annual |eave paynents and
overtinme paynents nmade at the tine of separation fromstate
servi ce, any anounts of severance pay, or any reduced sal ary
paid during the period the person is entitled to workers
conpensati on benefit paynments for tenporary disability.

(c) A nenber on | eave of absence receiving tenporary
wor kers' conpensation paynents and a reduced salary or no salary
fromthe enployer who is entitled to allowable service credit

for the period of absence nay make paynent to the fund for the

11
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12.1 difference between salary received, if any, and the salary the

12.2 menber would normally receive if not on | eave of absence during
12.3 the period. The nenber shall pay an anmount equal to the nenber
12.4 and enployer contribution rate under section 352B. 02,

12.5 subdivisions 1b and 1c, on the differential salary anmount for
12.6 the period of the | eave of absence. The enpl oyi ng depart nent,
12.7 at its option, may pay the enpl oyer amount on behalf of the
12.8 nmenber. Paynent made under this subdivision nust include

12.9 interest at the rate of 8.5 percent per year, and nust be
12.10 conpleted within one year of the return fromthe | eave of

12. 11 absence.

12.12 Sec. 3. Mnnesota Statutes 2002, section 353.01,

12. 13 subdivision 10, is anended to read:

12. 14 Subd. 10. SALARY. (a) "Salary" neans:

12. 15 (1) periodic conpensation of a public enployee, before

12. 16 deductions for deferred conpensation, supplenental retirenent
12.17 plans, or other voluntary salary reduction progranms, and al so
12.18 means "wages" and includes net income fromfees; and

12.19 (2) for a public enployee who has prior service covered by
12.20 a local police or firefighters relief association that has
12.21 consolidated with the public enpl oyees retirenent association or
12.22 to which section 353.665 applies and who has el ected coverage
12.23 either under the public enployees police and fire fund benefit
12. 24 pl an under section 353A.08 follow ng the consolidation or under
12. 25 section 353. 665, subdivision 4, "salary" neans the rate of

12. 26 sal ary upon whi ch nenber contributions to the special fund of
12.27 the relief association were made prior to the effective date of
12.28 the consolidation as specified by |aw and by byl aw provi si ons
12.29 governing the relief association on the date of the initiation
12. 30 of the consolidation procedure and the actual periodic

12. 31 conpensation of the public enployee after the effective date of
12. 32 consol i dation.

12. 33 (b) Sal ary does not nean:

12. 34 (1) fees paid to district court reporters, unused annual

12. 35 vacation or sick | eave paynents, in |unp-sumor periodic

12. 36 paynents, severance paynents, reinbursenent of expenses,

12



10/ 16/ 03 3:32 p. m [ COM ] LMLD LCPRO3-243

13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.
13.

1

© 00 N o o b~ w DN

W W W W W W W NN DN DN DN D DD PP, P, R, R, R, R
o o B~ W N PP O © 00O N oo o~ 0O N b O oV 0o N oo 0ok~ OoN -+, o

| unp-sum settl enents not attached to a specific earnings period,
or workers' conpensation paynents;

(2) enployer-paid anounts used by an enpl oyee toward the
cost of insurance coverage, enployer-paid fringe benefits,
fl exi bl e spendi ng accounts, cafeteria plans, health care expense
accounts, day care expenses, or any paynents in lieu of any
enpl oyer-pai d group i nsurance coverage, including the difference
between single and famly rates that nmay be paid to a nenber
wi th single coverage and certain anounts determ ned by the
executive director to be ineligible;

(3) the anpbunt equal to that which the enpl oying
gover nnent al subdi vi si on woul d ot herwi se pay toward single or
fam |y insurance coverage for a covered enpl oyee when, through a
contract or agreenent with sone but not all enployees, the
enpl oyer:

(1) discontinues, or for new hires does not provide,
paynment toward the cost of the enployee's selected insurance
coverages under a group plan offered by the enpl oyer;

(i1) makes the enpl oyee solely responsible for al
contributions toward the cost of the enpl oyee's sel ected
i nsurance coverages under a group plan offered by the enpl oyer,
i ncl udi ng any anmount the enpl oyer makes toward ot her enpl oyees
sel ected i nsurance coverages under a group plan offered by the
enpl oyer; and

(1i1) provides increased salary rates for enployees who do
not have any enpl oyer-paid group insurance coverages; and

(4) except as provided in section 353.86 or 353. 87,
conpensation of any kind paid to vol unteer anbul ance service
personnel or volunteer firefighters, as defined in subdivision
35 or 36; and

(5) conpensation that exceeds the limtation provided in

section 356.611.

Sec. 4. M nnesota Statutes 2002, section 356.611
subdi vision 2, is anended to read:

Subd. 2. FEDERAL COVPENSATION LIMTS. (a) For nenbers

Hrst——econtributingtoe of a covered pension plan enunerated in

13
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section 356. 30, subdivision 3, ener—after July—1,—1995-

conpensation in excess of the limtation setfoerth specified in

section 401(a)(17) of the Internal Revenue Code, as anended, for

changes in the cost of |iving under section 401(a)(17)(B) of the

| nt ernal Revenue Code, may not be included for contribution and

benefit conputation purposes.

(b) Notw t hstandi ng paragraph (a), for nmenbers specified in

par agraph (a) who first contributed to a covered plan before

July 1, 1995, the annual conpensation |imt set—feoerth specified

in Internal Revenue Code 401(a)(17) on June 30, 1993, applies te
menbers—fHirst—eontributingbeforeJuly—1—1995 if that provides

a greater allowable annual conpensati on.

Sec. 5. Mnnesota Statutes 2002, section 356.611, is
anended by adding a subdivision to read:

Subd. 3. MAXI MUM BENEFI T LI M TATI ONS. A nmenber's annua

benefit shall, if necessary, be reduced to the extent required

by section 415(b) of the Internal Revenue Code, as adjusted by

the United States Secretary of the Treasury under section 415(d)

of the Internal Revenue Code. For purposes of section 415 of

the I nternal Revenue Code, the Iimtation year of a pension plan

covered by this section shall be the fiscal year or cal endar

year of that plan, whichever is applicable. The accrued benefit

limtation described in section 415(e) of the Internal Revenue

Code shall cease to be effective for limtation years begi nning

after Decenber 31, 1999.

Sec. 6. EFFECTI VE DATE

Sections 1 to 5 are effective on July 1, 2004.

ARTI CLE 3
ALLOMBLE SERVICE CREDI T

Section 1. Mnnesota Statutes 2002, section 354.091, is
amended to read:

354. 091 SERVI CE CREDI T.

(a) In computing service credit, no teacher shall receive
credit for nore than one year of teaching service for any fisca
year. Comrencing July 1, 1961:

(1) if a teacher teaches less than five hours in a day,

14
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service credit nust be given for the fractional part of the day
as the termof service perforned bears to five hours;

(2) if a teacher teaches five or nore hours in a day,
service credit nust be given for only one day;

(3) if a teacher teaches at least 170 full days in any
fiscal year, service credit nmust be given for a full year of
t eachi ng service; and

(4) if a teacher teaches for only a fractional part of the
year, service credit nust be given for such fractional part of
the year as the period of service perforned bears to 170 days.

(b) A teacher shall receive a full year of service credit
based on the nunber of days in the enployer's full school year
if it is less than 170 days. Teaching service performed before
July 1, 1961, nust be conputed under the law in effect at the
time it was perforned.

(c) A teacher does not |lose or gain retirenent service
credit as a result of the enployer converting to a flexible or
alternate work schedule. [|f the enployer converts to a flexible
or alternate work schedule, the forns for reporting and the
procedures for determ ning service credit must be determ ned by
the executive director with the approval of the board of
trust ees.

(d) For all services rendered on or after July 1, 2003,

service credit for all nenbers enployed by the M nnesota state

col l eges and universities system nust be determ ned:

(1) for full-time enployees, by the definition of full tine

enpl oynment contained in the coll ective bargai ni ng agreenent for

those units listed in section 179A. 10, subdivision 2, or

contained in the applicable personnel or salary plan for those

positions designated in section 179A. 10, subdivision 1

(2) for part-tinme enpl oyees, by the appropriate proration

of full-tinme equival ency based on the provisions contained in

the collective bargai ning agreenent for those units listed in

section 179A.10, subdivision 2, or contained in the applicable

personnel or salary plan for those positions designated in

section 179A.10, subdivision 1, and the applicabl e procedures of

15
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the M nnesota state coll eges and universities system and

(3) in no case may a nenber receive nore than one year of

service credit for any fiscal year.

Sec. 2. Mnnesota Statutes 2002, section 354. 096,
subdivision 1, is anended to read:

Subdi vision 1. CERTIFICATION. Upon granting a famly
| eave to a nmenber, an enploying unit nmust certify the |eave to

the association on a formspecified by the executive director

bef I | of the fi | r i hich the |
grant ed.

Sec. 3. Mnnesota Statutes 2002, section 354.53, is
amended to read:

354. 53 CREDI T FOR MH-TFARY BREAK | N SERVI CE LEAVE-OCF
ABSENCE TO PROVI DE UNI FORVED SERVI CE

Subdivision 1. ELIGBILITY,; EMPLOYEE AND EMPLOYER
CONTRI BUTI ONS. (a) Any enployeegivenateave of absenceteo

enter—mHtary serviee teacher who i s absent from enpl oynent by

reason of service in the uniforned services, as defined in

United States Code, title 38, section 4303(13), and who returns

to the enpl oyer providing teaching service upon discharge from

m-H-tary service as—provided in the uniforned service within the

time franmes required in United States Code, title 38, section

192262 4312(e), may obtain service credit for the period of
mHtary the uni fornmed servi ce but—shall—notrecetvecredit—for
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calH—toaetiveduty as further specified in this section,

provi ded that the teacher did not separate from unifornmed

service with a dishonorable or bad conduct di scharge or under

ot her than honorabl e conditi ons.

(b) The menber shall may obtain credit by paying into the
fund an equi val ent enpl oyee contri buti on based upon the
contribution rate or rates in effect at the tine that
the mHtary unifornmed service was performed nmultiplied by the

full and fractional years, being purchased and applied to the

annual sal ary rate efthe rmenber for the year beginningwththe

16
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" . I i th I |
rateof 85 percentconpoundedannually fromthe time the
mHtary-servicewasrenderedto-the first dateof payrent. The

annual salary rate is the average annual salary during the

purchase period that the teacher would have received if the

teacher had continued to provide teaching service to the

enpl oyer rather than provide unifornmed service, or if the

determ nation of that rate is not reasonably certain, the annua

salary rate is the teacher's average salary rate during the

12-nmonth period i mmedi ately preceding the period, or, if the

preceding period is less than 12 nonths, the annualized rate

derived fromthe teacher's average salary rate during the period

of teacher enploynent imedi ately precedi ng the period of

uni f or med servi ce.

(c) The equival ent enpl oyer contribution and, if

appl i cabl e, the equival ent additional contribution provided in

section 354.42 nust be paid by the enploying unit at as provi ded

in section 354.52, subdivision 4, using the enployer and

enpl oyer additional contribution rate or rates in effect at the

time that the mtHtary uniforned service was perfornmed, applied
to the same annual salary rate of or rates used to conpute the
I : I beainni kg I : :

" e I Cded i . 52
subdivision—4 equi val ent enpl oyee contri buti on.

Subd. 2. CALCULATION OF CREDIT. (a) For purposes of

conputing a noney purchase annuity under section 354. 44,

subdi vi sion 2 noney purchase annuity, all paynents into the fund

pursdvant—te under this section shall nust be consi dered

accunul ations after July 1, 1957 ferthe purpose of conputing
. . I o . a4 bhdivisi .

(b) For purposes of conputing a fornmula annuity under

section 354.44, subdivision 6, if the enpl oyee equival ent

contributions andinterest—thereon provided in this section are

not paid in full, the menber's fornula service credit shalH nust

be ealeulated prorated by multiplying the full and fracti onal

17
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nunber of years of wmHtary uniforned service eligible for

purchase by the ratio obtained by dividing the total ameunt—paid

and enpl oyee contribution received by the mximumarmunt—payable
provi-ded—herein total enployee contribution otherw se required

under this section.

Subd. 3. PAYMENTS ELI G BLE PAYMENT PERI OD. Paywents
pursdvant—to—this (a) To receive service credit under this

section, the contributions specified in this section shal nust

be made—wthin transmtted to the teachers retirement

associ ation during the period which begins with the date the

i ndividual returns to teaching service and which has a duration

of three tinmes the length of the unifornmed service period, but

not to exceed five years fromthe date of discharge.
(b) Notw t hstandi ng paragraph (a), if the paynent period

det erm ned under paragraph (a) is |ess than one year, the

contributions required under this section to receive service

credit may be nade within one year fromthe discharge date.

Subd. 4. LIMTS ON SERVI CE CREDI T. The amount of service

credit obtainable under this section nay not exceed five years,

unl ess a | onger purchase period is required under United States

Code, title 38, section 4312.

Subd. 5. | NTEREST REQUI REMENTS. The enpl oyer shall pay

interest on all equival ent enpl oyee and enpl oyer contri bution

anounts payabl e under this section. Interest nmust be conputed

at a rate of 8.5 percent conpounded annually fromthe end of

each fiscal year of the | eave or break in service to the end of

the nonth in which paynent is received.

Sec. 4. Mnnesota Statutes 2002, section 354A. 093, is
amended to read:

354A. 093 MHFARY BREAK | N SERVI CE €REBHF TO PROVI DE
UNI FORVED SERVI CE

Subdivision 1. ELIABILITY. Any teacher in the

coordi nated program of either the M nneapolis teachers
retirement fund association or the St. Paul teachers retirenent
fund associ ation or any teacher in the new | aw coordi nat ed

programof the Duluth teachers retirenment fund association who

18
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i s granted—ateave absent from enpl oynent by reason of absence

to—enter—mtHitary service in the uniforned services as defined
in United States Code, title 38, section 4303(13) and who

returns to the enpl oyer providing active teaching service upon

di scharge from mt+itary uni fornmed servi ce as—provided+nA wthin

the tine franmes required under United States Code, title 38,

section 192262 4312(e), shall—be—-entitledto may receive

al l owabl e service credit in the applicable association for al

or a portion of the period of mHtary unifornmed service but,
provided that the teacher did not fer—any—veluntary extension—of
m-H-tary separate fromunifornmed service beyend-thetnitial
period—of—enHstrent,—induction wWth a di shonorable or eall—te
active—dutywhich—ececurred—attheinstance—of theteacher bad

conduct di scharge or under other than honorabl e conditions.

Subd. 2. CONTRIBUTIONS. If the teacher granted-the

m-Htary-serviceteaveof absence makes the equival ent enpl oyee

contribution for a period of mttary serviceteave of absence
pursduant—to service provided to the uniforned services under

this section, the enploying unit shall make an equi val ent

enpl oyer contribution on behalf of the teacher to the applicable

associ ation for the period efthemlHtary serviceteaveof

absenee being purchased in the manner described in section

354A. 12, subdivision 2a. The equival ent enpl oyee and enpl oyer

contributions shall nust be in an anpbunt equal to the enpl oyee

and enpl oyer contribution rates in effect for other active
menbers of the association covered by the sane program applied
to a salary figure equal to the teacher's average annual sal ary

rate at—the date of returnfrommtHtary serviee that the

t eacher woul d have received if the | eave or break in service had

not occurred, or if the determ nation of that average salary

rate is not reasonably certain, on the basis of the teacher's

average salary rate during the 12-nonth period i medi ately

preceding the period, or, if the preceding period is |ess than

12 nonths, the annualized rate derived fromthe teacher's

average salary rate during the period of teacher enpl oynent

i mredi ately preceding the period of uniformed service, with the

19
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result nultiplied by the nunber of full and fractional years

constituting the period of service provided to the mHtary

uni formed service leave—of—-absenee which the teacher seeks is
authori zed to purchase under this section. Paywent—shall

nel ude i I N hi )
at—the rateof six—percent—conpounded—annualtyfroemthe yearthe
" ) I I I I : .
Subd. 3. PRORATING |If the paynents nade by a

t eacher pursuant—to under this section are |l ess than an the ful

anount egual—totheapplicablecontributionrateapptiedtoa
salaryfgure—egqualtothe teacher-s—annuval—salary rateatthe
I : : " ce. Lt inlied | I I

: ) ) I od of tl " ) |
of absence determnm ned under subdivision 2, the service credit

shall nust be prorated. The prorated service credit shal- nust

be determ ned by the ratio between the anount of the
actual equival ent enpl oyee paynent which was nmade and the ful
contributi-on—anpunt—payable pursuant—to equi val ent enpl oyee
paynment required under this section. Fherderto-beentitledteo
. . i I hi Lon hal ||
R : he d . disel : "

service—

Subd. 4. ELI G BLE PAYMENT PERIOD. (a) To receive service

credit under this section, the contributions specified in this

section nmust be transmtted to the applicable first class city

teachers retirenent fund association during the period which

begins with the date the individual returns to teaching service

and which has a duration of three tines the |length of the

uni formed service period, but not to exceed five years.

(b) Notw t hstandi ng paragraph (a), if the paynent period

det erm ned under paragraph (a) is |ess than one year, the

contributions required under this section to receive service

credit nmay be nmade within one year fromthe discharge date.

Subd. 5. LIMTS ON SERVI CE CREDI T. The amount of service

credit obtainable under this section nmay not exceed five years,

unl ess a | onger purchase period is required under United States

20
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Code, title 38, section 4312.

Subd. 6. | NTEREST REQUI REMENTS. The enpl oyer shall pay

interest on all equival ent enpl oyee and enpl oyer contribution

anounts payabl e under this section. Interest nmust be conputed

at a rate of 8.5 percent conpounded annually fromthe end of

each fiscal year of the | eave or break in service to the end of

the nonth in which paynent is received.

Sec. 5. EFFECTI VE DATE

Sections 1 to 4 are effective on July 1, 2004.

ARTI CLE 4
QUALI FI ED PART- TI ME TEACHER PROVI SI ONS
Section 1. Mnnesota Statutes 2002, section 354. 66,
subdi vision 2, is anended to read:
Subd. 2. QUALI FI ED PART- TI ME TEACHER PROGRAM
PARTI CI PATI ON REQUI REMENTS. (a) A teacher in a M nnesota public
el ementary school, a M nnesota secondary school, or the
M nnesota state colleges and universities systemwho has three
years or nore of allowable service in the association or three
years or nore of full-tinme teaching service in Mnnesota public
el ementary schools, M nnesota secondary schools, or the
M nnesota state coll eges and universities system by agreenent
with the board of the enploying district or with the authorized
representative of the board, may be assigned to teaching service
in a part-tinme teaching position under subdivision 3. The
agreenent nust be executed before Cctober 1 of the school year
for which the teacher requests to nmake retirenment contributions
under subdivision 4. A copy of the executed agreenent nust be
filed wwth the executive director of the association. |If the
copy of the executed agreenent is filed with the association
after COctober 1 of the school year for which the teacher
requests to nmake retirenment contributions under subdivision 4,
the enpl oying unit shall pay the fine specified in section
354. 52, subdivision 6, for each cal endar day that el apsed since
the October 1 due date. The association nmay not accept an
executed agreenent that is received by the association nore than

15 nonths late. The association nmay not waive the fine required

21
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by this section.

(b) Notw t hstandi ng paragraph (a), if the teacher is also a

| egi sl ator:

(1) the agreenment in paragraph (a) nust be executed before

March 1 of the school year for which the teacher requests to

make retirenent contributions under subdivision 4; and

(2) fines specified in paragraph (a) apply if the enpl oying

unit does not file the executed agreenent with the executive

director of the association by March 1

Sec. 2. EFFECTI VE DATE

Section 1 is effective on July 1, 2004,

ARTI CLE 5
RETI REMENT PLAN CONTRI BUTI ONS AND TRANSFERS
Section 1. Mnnesota Statutes 2002, section 354.42,
subdivision 7, is anended to read:
Subd. 7. ERRONEQUS SALARY DEDUCTI ONS OR DI RECT PAYMENTS.
(a) Any deductions taken fromthe salary of an enpl oyee for the

retirement fund in error shalkh nust be refunded to the enpl oyee

upon the discovery of the error and after the verification of

the error by the enploying unit making the deducti on—and. The
correspondi ng enpl oyer contribution and additional enployer
contribution anbunts attributable to the erroneous sal ary
deduction nust be refunded to the enploying unit.

(b) If salary deductions and enpl oyer contri butions were
erroneously transmtted to the retirenment fund and shoul d have
been transmtted to another M nnesota public pension plan, the

retirepent—association executive director nmust transfer these

sal ary deductions and enpl oyer contributions to the appropriate
public pension fund without interest. For purposes of this

par agraph, a M nnesota public pension plan neans a pl an
specified in section 356.30, subdivision 3, or the plan governed
by chapter 354B.

(c) A potential transfer under paragraph (b) that woul d

cause the plan to fail to be a qualified plan under section

401(a) of the Internal Revenue Code, as anended, nust not be

made by the executive director. Wthin 30 days after being

22
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notified by the teachers retirenent association of an unmade

potential transfer under this paragraph, the enpl oyer of the

affected person nust transmt an anount representing the

appl i cabl e sal ary deducti ons and enpl oyer contributions, w thout

interest, to the retirenment fund of the appropriate M nnesota

public pension plan fund. The retirenent association nust

provide a credit for the anount of the erroneous sal ary

deducti ons and enpl oyer contributions against future

contributions fromthe enpl oyer.

(d) If a salary warrant or check from which a deduction for
the retirenment fund was taken has been cancel ed or the anobunt of

the warrant or if a check has been returned to the funds of the

enpl oyi ng unit making the paynent, a refund of the anobunt
deducted, or any portion of it that is required to adjust the

sal ary deductions, shalH nust be nmade to the enpl oying unit.

4} (e) Any erroneous direct paynents of nenber-paid
contributions or erroneous sal ary deductions that were not
refunded +a during the regular payroll cycle processing ef—an

enploying—unit—s—annual—surmraryfreport—shall nust be refunded to
the nmenber with , plus interest conputed using the rate and

met hod specified in section 354.49, subdivision 2.

(f) Any refund under this subdivision that would cause the

plan to fail to be a qualified plan under section 401(a) of the

I nt ernal Revenue Code, as anended, nmay not be refunded and

i nstead nust be credited agai nst future contributions payabl e by

the enpl oyer. The enployer is responsible for refunding to the

appl i cabl e enpl oyee any anpunt that was erroneously deducted

fromthe salary of the enployee, with interest as specified in

par agraph (e).

Sec. 2. M nnesota Statutes 2002, section 354.51,
subdivision 5, is anended to read:

Subd. 5. PAYMENT OF SHORTAGES. (a) Except as provided in

paragraph (b), in the event that full required nenber

contributions are not deducted fromthe salary of a teacher,

paynment shall nust be nade as fol |l ows:

=a) (1) Paynent of shortages in nenber deductions on salary
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earned after June 30, 1957, and prter—te before July 1, 1981,
may be made any tinme prier—teo before retirenent. Paynent shall

nmust include interest at an annual rate of 8.5 percent

conpounded annually fromthe end of the fiscal year in which the
shortage occurred to the end of the nonth in which paynent is

made and the interest shall nust be credited to the fund. | f

paynent of a shortage in deductions is not nade, the formul a
service credit of the nenber shall nust be prorated pursuant—teoe

under section 354.05, subdivision 25, clause (3).

b) (2) Paynent of shortages in nenber deductions on salary
earned after June 30, 1981, shall—be are the sole obligation of
the enploying unit and shall—be are payable by the enpl oying
unit upon notification by the executive director of the shortage
with interest at an annual rate of 8.5 percent conpounded
annually fromthe end of the fiscal year in which the shortage
occurred to the end of the nonth in which paynent is nade and

the interest shall nust be credited to the fund. Effective July

1, 1986, the enploying unit shall also pay the enpl oyer
contributions as specified in section 354.42, subdivisions 3 and
5 for sueh the shortages. |[If the shortage paynment is not paid
by the enploying unit within 60 days of notification, the
executive director shall certify the anount of the shortage
paynment to the applicable county auditor, who shall spread a
l evy in the anobunt of the shortage paynent over the taxable
property of the taxing district of the enploying unit if the
enploying unit is supported by property taxes, or to the
conmm ssioner of finance, who shall deduct the anount from any
state aid or appropriation anmount applicable to the enpl oying
unit if the enploying unit is not supported by property taxes.
<) (3) Paynent nmay not be nmade for shortages in nmenber
deductions on salary earned prier—to before July 1, 1957, for

shortages in nenber deductions on salary paid or payabl e under

par agraph (b), or for shortages in nenber deductions for persons

enpl oyed by the M nnesota state coll eges and universities system

in a faculty position or in an eligible unclassified

adm ni strative position and whose enpl oynent was | ess than 25
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percent of a full academ c year, exclusive of the sumer

session, for the applicable institution that exceeds the nost

recent 36 nonths.

(b) For a person who is enployed by the M nnesota state

col |l eges and universities systemin a faculty position or in an

eligible unclassified adm nistrative position and whose

enpl oynent was | ess than 25 percent of a full academ c year,

excl usive of the sumrer session, for the applicable institution,

upon the person's el ection under section 354B.21 of retirenent

coverage under this chapter, the shortage in nenber deductions

on the salary for enploynent by the M nnesota state coll eges and

universities systeminstitution of |l ess than 25 percent of a

full academ c year, exclusive of the sumrer session, for the

applicable institution for the nost recent 36 nonths and the

associ ated enpl oyer contributions nust be paid by the M nnesota

state coll eges and universities systeminstitution, plus annual

conpound interest at the rate of 8.5 percent fromthe end of the

fiscal year in which the shortage occurred to the end of the

month in which the teachers retirenent associ ati on coverage

election is made. |If the shortage paynent is not made by the

institution within 60 days of notification, the executive

director shall certify the amount of the shortage paynent to the

conm ssioner of finance, who shall deduct the anpbunt from any

state appropriation to the system An individual electing

coverage under this paragraph shall repay the anmpbunt of the

shortage in nenber deductions, plus interest, through deduction

fromsal ary or conpensation paynents within the first year of

enpl oynment after the el ection under section 354B. 21, subject to

the limtations in section 16D.16. The M nnesota state coll eges

and universities system may use any neans available to recover

anmounts whi ch were not recovered through deductions from sal ary

or conpensation paynents. No paynent of the shortage in nenber

deducti ons under this paragraph may be made for a period |onger

than the npbst recent 36 nonths.

Sec. 3. M nnesota Statutes 2002, section 354B. 23,

subdivision 1, is anended to read:
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Subdi vi si on 1. MEMBER CONTRI BUTI ON RATE. {(a)—Execept—as
provi-ded—in—paragraph—(b)+~ The nenber contribution rate for

participants in the individual retirement account plan is 4.5

percent of salary.

Sec. 4. M nnesota Statutes 2002, section 354B. 32, is

amended to read:

354B. 32 TRANSFER OF FUNDS TO | RAP

A participant in the individual retirenment account plan
established in this chapter who has | ess than ten years of
al I owabl e service under the teachers retirenent association or

the a teachers retirenent fund association, whichever applies,

may el ect to transfer an anount equal to the participant's
accunul ated nmenber contributions to the teachers retirenent
associ ation or the applicable teachers retirenent fund

associ ation, plus conpound interest at the rate of six percent
per annum to the individual retirenment account plan. The

transfers are irrevocabl e fundtofund fund-to-fund transfers,

and, in no event, may the participant receive direct paynment of

the noney transferred prior—toretirenent before the term nation

of enploynent. |If a participant elects the contribution

transfer, all of the participant's allowable and fornula service
credit in the teachers retirenment association or the teachers
retirement fund association associated with the transferred
anmount is forfeited.

The executive director of the teachers retirenent
association and the chief admnistrative officers of the
teachers retirenent fund associations, in cooperation with the
chancel l or of the M nnesota state coll eges and universities
system shall notify participants who are eligible to transfer
of their right to transfer and the anount that they are eligible

to transfer, and shall, upon request, provide forns to inplenment
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the transfer. The chancellor of the M nnesota state coll eges
and universities systemshall assist the teachers retirenent
associ ation and the teachers retirenment fund associations in
devel oping transfer forns and in inplenenting the transfers.
Authority to elect a transfer under this section expires on
July 1, 2004.
Sec. 5. EFFECTI VE DATE;, RETRQOACTI VE APPLI CATI ON.

(a) Section 2 is effective on July 1, 2004.

(b) Section 2 applies to shortages in nenber deductions

that occurred before the effective date of the section.

(c) Sections 1, 3, and 4 are effective on July 1, 2004.

ARTI CLE 6
REPORTI NG AND | NFORVATI ON PROVI SI ON
Section 1. Mnnesota Statutes 2002, section 354.07,
subdivision 9, is anended to read:
Subd. 9. | NFORVATI ON DI STRI BUTI ON. Al'l school districts,

the M nnesota state coll eges and universities, conrrunity

coleges and ot her enployers of nenbers of the association are
obligated to distribute to their enployees ballots for the
el ection of nenbers to the board of trustees, panphlets,
brochures, docunents or any other material containing
association information which are prepared by the executive
director or the board and are delivered to the enployers for
di stribution.

Sec. 2. Mnnesota Statutes 2002, section 354.52,
subdi vision 4a, is anmended to read:

Subd. 4a. MEMBER DATA REPORTI NG REQUI REMENTS. (a) An

Hr—aformat—preseribed by theexecutive-direetor— An enpl oyi ng

unit nust provide the nenber data specified in paragraph (b) in

a format prescribed by the executive director. Data changes and

the dates of those changes under this subdivision nust be

reported to the association in a format prescribed by the

executive director on an ongoing basis wthin 14 cal endar days
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28.1 after the date of the end of the payroll cycle in which they

28.2 occur. These data changes nust be reported with the payrol
28.3 cycle data under subdivision 4b

28. 4 (b) Data on the nenber includes:

28.5 (1) legal nane, address, date of birth, association nenber
28.6 nunber, enployer-assigned enpl oyee nunber, and social security
28.7 nunber;

28.8 (2) association status, including, but not limted to,

28.9 Dbasic, coordinated, exenpt annuitant, exenpt technical college
28. 10 teacher, and exenpt independent contractor or consultant;
28.11 (3) enploynment status, including, but not limted to, ful
28.12 tinme, part tine, intermttent, substitute, or part-tine

28.13 mobility;

28. 14 (4) enploynment position, including, but not limted to,

28. 15 teacher, superintendent, principal, admnistrator, or other;
28. 16 (5) enploynment activity, including, but not limted to,
28.17 hire, term nation, resunption of enploynent, disability, or
28.18 death

28.19 (6) | eaves of absence;

28. 20 (7) county district nunber assigned by the association for
28.21 the enpl oying unit;

28. 22 (8) data center identification nunber, if applicable; and
28. 23 (9) gender

28.24 (10) position code; and

28. 25 (11) other information as may be required by the executive
28.26 director.

28. 27 Sec. 3. Mnnesota Statutes 2002, section 354.52, is

28. 28 anended by addi ng a subdivision to read:

28. 29 Subd. 4c. MNSCU SERVI CE CREDI T REPCORTI NG For al

28.30 part-tinme service rendered on or after July 1, 200, the service
28.31 credit reporting requirenent in subdivision 4b for all part-tine
28. 32 enpl oyees of the M nnesota state coll eges and universities

28. 33 system nust be net by the M nnesota state col |l eges and

28.34 universities systemreporting to the association on or before
28.35 July 31 of each year the final calculation of each part-tine
28.36 nenber's service credit for the immedi ately preceding fisca

28
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Sec. 4. Mnnesota Statutes 2002, section 354.52,
subdi vision 6, is anmended to read:
Subd. 6. NONCOWPLI ANCE CONSEQUENCES. An enpl oyi ng unit
t hat does not conply with the reporting requirenents under this

seetion—shal subdivision 2a, 4a, or 4b nust pay a fine of $5

per cal endar day until the association receives the required
dat a.
Sec. 5. EFFECTI VE DATE

Sections 1 to 4 are effective on July 1, 2004.

ARTI CLE 7
RETI REMENT ANNUI TY PROVI SI ONS
Section 1. Mnnesota Statutes 2002, section 353.37, is
anended by adding a subdivision to read:

Subd. 1b. RETI REMENT AGE. For purposes of this section,

"retirement age" neans retirenment age as defined in United

States Code, title 42, section 416(1).

Sec. 2. Mnnesota Statutes 2002, section 353. 37,
subdi vision 3, is anended to read:

Subd. 3. REDUCTI ON OF ANNUI TY. The associ ati on shal
reduce the amount of the annuity as—fellows—

{ay—for of a person who has not reached nermal the

retirenment ages by one-half of the anpunt in excess of the

appl i cabl e reenpl oynent incone nmaxi mum under subdivision 1;.

There is no reduction upon reenploynent, regardl ess of incone,

for a person who has reached the retirenent age.

Sec. 3. M nnesota Statutes 2002, section 354. 44,
subdi vision 4, is anended to read:
Subd. 4. RETI REMENT ANNUI TY ACCRUAL DATE. (a) An annuity

paynment begins to accrue, providing that the age and service
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requi renments under subdivision 1 are satisfied, after the

term nation of teaching service, or after the application for
retirement has been filed with the board, whichever is later, as
fol |l ows:

(1) on the 16th day of the nonth of termnation or filing
if the termnation or filing occurs on or before the 15th day of
t he nont h;

(2) on the first day of the nonth follow ng the nonth of
termnation or filing if the termnation or filing occurs on or
after the 16th day of the nonth;

(3) on July 1 for all school principals and ot her
adm ni strators who receive a full annual contract salary during
the fiscal year for performance of a full year's contract
duties; or

(4) a later date to be either the first or the 16th day of

a nonth occurring within the six-nonth period i nmediately
followng the term nation of teaching service as specified under
paragraph (b) by the nenber.

(b) If an application for retirenment is filed with the

board during the six-nonth period that occurs imredi ately

followng the term nation of teaching service, the annuity may
begin to accrue as if the application for retirenment had been

filed with the board on the date teaching service term nated or

a | ater date under paragraph (a), clause (4). An-anRhd-tyrust

Sec. 4. EFFECTI VE DATE

Sections 1, 2, and 3 are effective on July 1, 2004.

ARTI CLE 8
DI SABI LI TY BENEFI T PROVI SI ONS
Section 1. Mnnesota Statutes 2002, section 352.113, is
anended by adding a subdivision to read:
Subd. 7a. TEMPORARY REEMPLOYMENT BENEFI T REDUCTI ON

VWAl VER. A reduction in benefits under subdivision 7, or a

term nation of benefits due to the disabled enpl oyee resum ng a

gai nful occupation fromwhich earnings are equal to or nore than
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the enpl oyee's salary at the date of disability or the salary

currently paid for simlar positions does not apply until six

nmonths after the individual returns to a gainful occupation.

Sec. 2. M nnesota Statutes 2002, section 352. 95,
subdivision 1, is anended to read:
Subdi vi sion 1. JOB-RELATED DI SABI LI TY. A covered

correctional enployee who becones di sabled and who i s expected

to be physically or nentally unfit to performthe duties of the

position for at |east one year as a direct result of an injury,

si ckness, or other disability that incurred in or arisinhg arose

out of any act of duty that makes the enpl oyee physically or
mental ly unable to performthe duties- is entitled to a

disability benefit. The disability benefit may be based on

covered correctional service only. The benefit anount pmust
egqual- is 50 percent of the average salary defined in section
352.93, plus an additional percent equal to that specified in
section 356. 315, subdivision 5, for each year of covered
correctional service in excess of 20 years, ten nonths, prorated
for conpl eted nonths.

Sec. 3. Mnnesota Statutes 2002, section 352. 95,
subdi vision 2, is anended to read:

Subd. 2. NON-JOB- RELATED DI SABI LI TY. Any A covered
correctional enployee who, after rendering at |east one year of

covered correctional service, becones disabled and who is

expected to be physically or nentally unfit to performthe

duties of the position for at |east one year because of sickness

or injury eeeurrtng that occurred while not engaged in covered

enploynment— is entitled to a disability benefit based on covered
correctional service only. The disability benefit nust be
conputed as provided in section 352.93, subdivisions 1 and 2,
and nust be conputed as though the enployee had at |east 15
years of covered correctional service.

Sec. 4. Mnnesota Statutes 2002, section 352. 95,
subdi vision 4, is anmended to read:

Subd. 4. MEDI CAL OR PSYCHOLOG CAL EVI DENCE. (a) An

applicant shall provide nmedical or psychol ogical evidence to
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support an application for disability benefits. The director
shal | have the enpl oyee exam ned by at | east one additional

I i censed physician or psychol ogi st who is designated by the

medi cal adviser. The physicians, or psychol ogists with respect

to a nmental inpairnment, shall nake witten reports to the

di rector concerning the question of the enployee's disability,

i ncludi ng medieal their expert opinions as to whether the

enpl oyee is disabled wthin the neaning of this section. The
director shall also obtain witten certification fromthe

enpl oyer stating whether or not the enployee is on sick |eave of

absence because of a disability that will prevent further
service to the enployer, and as a consequence, the enployee is
not entitled to conpensation fromthe enpl oyer.

(b) I'f, on considering the physicians' or psychol ogists

reports and any other evidence supplied by the enpl oyee or
ot hers, the nedical adviser finds the enployee disabled within
the meani ng of this section, the advisor shall nake appropriate
recommendation to the director, in witing, together with the
date from which the enpl oyee has been di sabled. The director
shall then determ ne the propriety of authorizing paynent of a
disability benefit as provided in this section.

(c) Unless the paynment of a disability benefit has
term nat ed because the enployee is no | onger disabled, or
because the enpl oyee has reached either age 65 or the five-year
anniversary of the effective date of the disability benefit,
whi chever is later, the disability benefit shall- nmust cease with
the | ast paynent received by the disabled enpl oyee or which had
accrued during the enployee's lifetine. Wile disability
benefits are paid, the director has the right, at reasonable
times, to require the disabled enployee to submt proof of the
continuance of the disability clained. |If any exam nation
indicates to the nedical adviser that the enployee is no | onger
di sabl ed, the disability paynent nust be discontinued upon the
reinstatenent to state service or within 60 days of the finding,
whi chever is sooner.

Sec. 5. M nnesota Statutes 2002, section 352B. 10,
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subdivision 1, is anended to read:
Subdivision 1. [INJURIES;; PAYMENT AMOUNTS. Any A nenber

who becones di sabl ed and who is expected to be physically or

mentally unfit to performduties for at | east one year as a

direct result of an injury, sickness, or other disability that
incurred in or aristhg arose out of any act of duty, shak-is

entitled to receive disability benefits while disabled. The

benefits nust be paid in nonthly installnents. The benefit is

an anmount equal to the nenber's average nonthly salary
mul tiplied by 60 percent, plus an additional percent equal to
that specified in section 356.315, subdivision 6, for each year
and pro rata for conpleted nonths of service in excess of 20
years, if any.

Sec. 6. Mnnesota Statutes 2002, section 352B. 10,

subdi vision 2, is anended to read:

Subd. 2. DI SABLED WHI LE NOT ON DUTY. |If a menber
term-nhates—enployrent—after with at | east one year of service

andthermerber becones disabled and is expected to be physically

or nentally unfit to performthe duties of the position for at

| east one year because of sickness or injury eeeurring that

occurred while not engaged in covered enploynent, the menrber
individual is entitled to disability benefits. The benefit nust
be inthesanreanmount—and conputed +hAthe-same—way as if the
merber i ndividual were 55 years old at the date of disability
and the annuity were—paid was payabl e under section 352B.08. |If

a disability under this elause subdivision occurs after one year

of service but before 15 years of service, the disability
benefit nmust be conputed as though the menber individual had 15
years of service.

Sec. 7. Mnnesota Statutes 2002, section 352B. 10,
subdi vision 3, is anmended to read:

Subd. 3. ANNUAL AND SI CK LEAVE;, WORK AT LOAER PAY. No

menber shall- is entitled to receive any a disability benefit

payment when the nenber has unused annual |eave or sick |eave,
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or under any other circunstancess- when, during the period of
disability, there has been no inpairment of salary. Sheuld If
t he rernber—orformer—enber—resune disabilitant resunes gai nfu

work enpl oynent, the disability benefit nust be continued in an
amount whi ch, when added to current earnings, does not exceed
the salary rate received of by the person at the date of

disability as, which nust be adjusted over tine by the same

percentage increase in United States average wages used by the

social security admnistration in cal culating average i ndexed

mont hly earnings for the old age, survivors, and disability

i nsurance prograns for the sane peri od.

Sec. 8. Mnnesota Statutes 2002, section 352B. 10,
subdi vision 4, is anended to read:

Subd. 4. PROCF OF DI SABILITY. No disability benett
payrwent—shall benefits may be made—execept—upon paid unl ess

adequate proof is furnished to the executive director of the

exi stence of the disability. Wile disabitity benetitsare
being—pat-d Foll ow ng the comencenent of benefit paynents,

the executive director has the right, at reasonable tines, to

require the disabledformer—menber disabilitant to submt proof

of the continuance of the disability clained.

Sec. 9. Mnnesota Statutes 2002, section 352B. 10,
subdi vision 5, is anmended to read:

Subd. 5. OPTIONAL ANNUI TY. A disabledrmenrber

disabilitant may, in lieu of survivorship coverage under section

352B. 11, subdivision 2, choose the normal disability benefit or
an optional annuity as provided in section 352B. 08, subdivision

3. The choice of an optional annuity nust be made in witing,

on a formprescribed by the executive director, and nust be nade

before the commencenent of the paynent of the disability

benefit, or within 90 days ef—-attaining before reachi ng age 65

or before reaching the five-year anniversary of the effective
date of the disability benefit, whichever is later. - The

optional annuity is effective on the date on which the

disability benefit begins to accrue, or the nonth follow ng the

attai nment of age 65 or followng the five-year anniversary of
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the effective date of the disability benefit, whichever is l|ater.
Sec. 10. Mnnesota Statutes 2002, section 352B. 105, is
amended to read:
352B. 105 TERM NATI ON OF DI SABI LI TY BENEFI TS.
Disability benefits payabl e under section 352B. 10 shal

nust termnate at on the transfer date, which is the end of the

month in which the benrefieciary disabilitant beconmes 65 years old

or the five-year anniversary of the effective date of the

disability benefit, whichever is later. |f the benefieiary

disabilitant is still disabled when on the benrefieciarybecones

65—vyears—old transfer date, the benetietaryshall disabilitant
nust be deened to be a retired nenber and, if the benefieiary

di sabilitant had chosen an optional annuity under section

352B. 10, subdivision 5, shall nust receive an annuity #n

accordance—w-th under the ternms of the optional annuity

previously chosen. |f the benelietary disabilitant had not

chosen an optional annuity under section 352B. 10, subdivision 5,

t he benetietary disabilitant may then choose to receive either a

normal retirement annuity conputed under section 352B. 08,
subdi vision 2, or an optional annuity as provided in section

352B. 08, subdivision 3. An optional annuity nust be chosen

within 90 days of attaining age 65-e6r+reaching the fve-year
annversary—of the effeetive date of the disabitity benefit -
whi-chever—stater transfer date. |If an optional annuity is
chosen, the optional annuity shall—begin-to—acerde accrues on
the first of the nonth next follow ng attainrent—oef—age 656+
thefive-year—anni-versary—of the effeetive transfer date efthe
di-sabi-ty—benefit—whi-chever—istater.

Sec. 11. Mnnesota Statutes 2002, section 352D. 065,

subdi vision 2, is anended to read:

Subd. 2. DI SABILITY BENEFI T AMOUNT. A participant who
becones totally and permanently disabled has the option, even if
on | eave of absence w thout pay, to receive:

(1) the value of the participant's total shares;

(2) the value of ene-halt of a portion of the total shares

and an annuity based on the value—oef—oene-half remai nder of the
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total shares; or

(3) an annuity based on the value of the participant's
total shares.

Sec. 12. Mnnesota Statutes 2002, section 353. 33,
subdi vision 4, is anmended to read:

Subd. 4. PROCEDURE TO DETERM NE ELI G BILITY. (a) The

applicant shall provide an expert report signed by a |licensed

physi ci an, psychol ogi st, or chiropractor and the applicant nust

aut hori ze the rel ease of nedical and health care evi dence,

including all nedical records and rel evant information from any
source, to support the application for total and permanent
di sability benefits.

(b) The expert report signed by a |icensed chiropractor

augnents the report of another expert and may not be the sole

basis for the granting of a disability benefit.

(c) The nedical adviser shall verify the nedical evidence
and, if necessary for disability determ nation, suggest the
referral of the applicant to specialized nedical consultants.

(d) The association shall also obtain fromthe enpl oyer,
certification of the nenber's past public service, dates of paid
sick | eave and vacation beyond the |ast working day and whet her
or not sick |eave or annual |eave has been all owed.

(e) If, upon consideration of the nedical evidence received

and the recomendati ons of the nedical adviser, it is determ ned

by the executive director that the applicant is totally and

permanently di sabled within the nmeaning of the law, the
associ ation shall grant the person a disability benefit. Fhe
fact—that

(f) An enployee who is placed on | eave of absence w thout
conpensation because of disability dees is not bartheperson

barred fromreceiving a disability benefit.

Sec. 13. Mnnesota Statutes 2002, section 353. 33,
subdi vision 6, is anended to read:

Subd. 6. CONTI NU NG ELI @ BILITY FOR BENEFI TS. The
associ ation shall determne eligibility for continuation of

disability benefits and require periodic exam nations and
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eval uations of disabled nenbers as frequently as deened
necessary. The association shall require the disabled nenber to

provi de an expert report signed by a |licensed physician,

psychol ogi st, or chiropractor and the di sabl ed nmenber shal

aut hori ze the rel ease of nedical and health care evi dence,

including all nedical and health care records and i nformation

fromany source, relating to an application for continuation of

disability benefits. The expert report signed by a |licensed

chiropractor augnents the report of another expert and may not

be the sole basis for continuing a disability benefit.

Disability benefits are contingent upon a di sabl ed person's
participation in a vocational rehabilitation pregram eval uation
if the executive director determ nes that the disabl ed person
may be able to return to a gainful occupation. |If a nmenber is
found to be no longer totally and permanently disabl ed, paynents
must cease the first of the nonth follow ng the expiration of a
30-day period after the nmenber receives a certified letter
noti fying the nenber that paynents wll cease.

Sec. 14. M nnesota Statutes 2002, section 353. 33,
subdi vi sion 6b, is anmended to read:

Subd. 6b. DUTIES OF THE MEDI CAL ADVI SER. At the request
of the executive director, the nedical adviser shall designate

I i censed physicians, psychol ogists, or chiropractors to exam ne

applicants for disability benefits and review t he mediecal expert
reports based upon these exam nations to determ ne whether an
applicant is totally and permanently di sabled as defined in
section 353.01, subdivision 19, disabled as defined in section
353.656, or eligible for continuation of disability benefits
under subdivision 6. The nedical exam ner shall also review at
the request of the executive director, all nedical and health

care statenents on behalf of an applicant for disability

benefits, and shall report in witing to the executive

director the concl usi ons and recommendati ons of the exam ner on

those matters referred for advice.
Sec. 15. M nnesota Statutes 2002, section 353. 33,

subdivision 7, is anended to read:
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Subd. 7. PARTI AL REEMPLOYMENT. If, followi ng a work or

non-work-related injury or illness, a disabled person resures—a

gat-nful—eccupati-on—+fromwhieh who remains totally and

permanent |y di sabl ed as defined in section 353.01, subdivision

19, has incone fromenploynent that is not substantial gainful

activity and the rate of earnings fromthat enploynent are |ess

than the salary rate at the date of disability or the

salary rate currently paid for simtar positions simlar to the

enpl oynent position held by the disabled person i medi ately

bef ore becom ng di sabl ed, whichever is greater, the beard

executive director shall continue the disability benefit in an

anount that, when added to the earnings and any workers'
conpensation benefit, does not exceed the salary rate at the
date of disability or the salary currently paid for simtlar

positions simlar to the enpl oynent position held by the

di sabl ed person i medi ately before becom ng di sabl ed, whi chever

i s higher—provided. The disability benefit dees under this

subdi vi sion may not exceed the disability benefit originally

al l oned, plus any postretirenent adjustnents payable after
Decenber 31, 1988, in accordance with section 11A. 18,
subdi vision 10. No deductions for the retirenent fund may be
taken fromthe salary of a disabled person who is receiving a
disability benefit as provided in this subdivision.

Sec. 16. M nnesota Statutes 2002, section 354. 48,
subdi vision 2, is anended to read:

Subd. 2. APPLI CATI ONS; ACCRUAL. (a) A person described

in subdivision 1, or another person authorized to act on behalf

of the person, may neke witten application on a form prescri bed

by the executive director for a total and permanent disability

benefit only within the 18-nonth period foll ow ng the
term nation of teaching service. TFhis

(b) The benefit accrues fromthe day follow ng the
commencenent of the disability or the day followi ng the |ast day
for which salary is paid, whichever is later, but does not begin
to accrue nore than six nonths before the date on which the

witten application is filed with the executive director. |If

38



10/ 16/ 03 3:32 p. m [ COM ] LMLD LCPRO3-243

39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.
39.

1

© 00 ~N o o b~ w DN

W W W W W W W NN DN DN DN D DD PP P,
o o~ W N B O © 00O N oo o~ 0ON PO oV 0o N oo 0ok~ O N -+, O

salary is being received for either annual or sick |eave during

the disability period, payrenrts—acerue the disability benefit

accrues fromthe day follow ng the last day for which this

salary is paid.

Sec. 17. Mnnesota Statutes 2002, section 354. 48,
subdi vision 4, is anended to read:

Subd. 4. DETERM NATI ON BY THE EXECUTI VE DI RECTOR. The
executive director shall have the nenber exam ned by at | east

two |icensed physicians or licensed psychol ogi sts sel ected by

t he nedi cal adviser. These physicians, or psychol ogists with

respect to a nental inpairnment, shall make witten reports to

the executive director concerning the nenber's disability,

i ncl udi ng medical expert opinions as to whether or not the
menber is permanently and totally disabled within the neaning of
section 354.05, subdivision 14. The executive director shal

al so obtain witten certification fromthe |ast enployer stating
whet her or not the nmenber was separated from service because of
a disability which would reasonably prevent further service to

t he enpl oyer and as a consequence the nenber is not entitled to
conpensation fromthe enployer. |f, upon the consideration of

the reports of the physicians or psychol ogi sts and any ot her

evi dence presented by the nenber or by others interested

therein, the executive director finds that the nenber is totally

and permanent|y di sabl ed, the executive director shall grant the
menber a disability benefit. Fhefaet—that An enpl oyee who is
pl aced on | eave of absence w thout conpensation because of
disability shall is not bar—therenber barred fromreceiving a
disability benefit.

Sec. 18. Mnnesota Statutes 2002, section 354. 48,
subdi vision 6, is anmended to read:

Subd. 6. REGULAR PHYSI CAL EXAM NATI ONS. At | east once
each year during the first five years follow ng the all owance of
a disability benefit to any nenber, and at | east once in every
three-year period thereafter, the executive director shal
require the disability beneficiary to undergo a nedi ca

exam nation by a physician or physicians, or by one or nore
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psychol ogi sts with respect to a nental inpairnent, engaged by

the executive director. If any an exam nation indicates that
the nenber is no | onger permanently and totally disabled or that
the nmenber is engaged or is able to engage in a substanti al

gai nful occupation, paynents of the disability benefit by the

associ ati on shalt+ nust be discontinued. The paynents shabH-

discontinue nust be discontinued as soon as the nenber is

reinstated to the payroll follow ng sick |eave, but paynent nmay
not be made for nore than 60 days after the physicians or

psychol ogi sts engaged by the executive director find that the

person is no |longer permanently and totally disabl ed.

Sec. 19. Mnnesota Statutes 2002, section 354. 48,
subdi vi sion 6a, is amended to read:

Subd. 6a. MEDI CAL ADVI SER, DUTI ES. The state
conmi ssioner of health or a licensed physician on the staff of

the departnent of health who is designated by the comm ssioner

shall be the nedi cal adviser of the executive director. The

medi cal advi ser shall designate |icensed physicians, or |icensed

psychol ogi sts with respect to a nental inpairnent, who shal

exam ne applicants for disability benefits. The nedical adviser
shal | pass upon all nmedieal expert reports based on any

exam nations perfornmed in order to determ ne whether a teacher
is totally and permanently di sabled as defined in section

354. 05, subdivision 14. The nedi cal adviser shall also
investigate all health and nedical statenents and certificates
by or on behalf of a teacher in connection with a disability
benefit, and shall report in witing to the director setting
forth any conclusions and reconmmendations on all matters
referred to the nedical adviser.

Sec. 20. Mnnesota Statutes 2002, section 354A. 36,
subdi vision 4, is anended to read:

Subd. 4. DETERM NATION COF DI SABI LITY. The board of the
teachers retirenent fund associ ation shall nmake the final
determ nation of the existence of a permanent and total
disability. The board shall have the coordi nated nenber

exam ned by at least two |icensed physicians or |icensed
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psychol ogi sts who shall—be are selected by the board. After

maki ng any required exam nations, each physician, or

psychol ogi st with respect to a nental inpairnment, shall make a

witten report to the board concerning the coordi nated nenber,
whi ch shall include a statenent of the physician's or

psychol ogi st's nedical- expert opinion as to whether or not the

menber is permanently and totally disabled within the neaning of
section 354A.011, subdivision 14. The board shall also obtain a
witten statenment fromthe sechool—distriet enployer as to

whet her or not the coordi nated nenber was term nated or
separated from active enploynent due to a disability which is
deened by the distriet enpl oyer to reasonably prevent further
service by the nenber to the distriet enpl oyer and whi ch caused
t he coordi nated nenber not to be entitled to further
conpensation fromthe distriet enpl oyer for services rendered by
the nmenber. |If, after consideration of the reports of the

physi ci ans, or psychol ogists with respect to a nental

i npai rment, and any evi dence presented by the nmenber or by any

other interested parties, the board determ nes that the

coordi nated nenber is totally and permanently disabled within

t he neani ng of section 354A. 011, subdivision 14, it shall grant
t he coordi nated nmenber a disability benefit. The faetthat A
menber has—been who is placed on a | eave of absence w thout
conpensation as a result of the disability shalt is not eperate
to—bar barred a—ecoordinatedrenber fromreceiving a disability

benefit under this section.

Sec. 21. Mnnesota Statutes 2002, section 354A. 36,
subdi vision 6, is anended to read:

Subd. 6. REQUI REMENT FOR REGULAR PHYSI CAL EXAM NATI ONS
At | east once each year during the first five years foll ow ng
the granting of a disability benefit to a coordinated nenber by
the board and at | east once in every three year period
thereafter, the board shall require the disability benefit

reci pient to undergo a medical expert exam nation as a condition

for continued entitlenment of the benefit recipient to receive a

disability benefit. The pedieal expert exam nation shal nust
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be made at the place of residence of the disability benefit
reci pient or at any other place nmutually agreeable to the
disability benefit recipient and the board. The medieal expert

exam nation shall nust be made by a physician or physicians or

by one or nore psychol ogi sts engaged by the board. The

physi ci an or physicians, or the psychol ogi st or psychol ogi sts

with respect to a nental inpairnment, conducting the medieal

expert exam nation shall nake a witten report to the board
concerning the disability benefit recipient and the recipient's
disability, including a statenent of the physician's or

psychol ogi st's medical- expert opinion as to whether or not the

menber remains permanently and totally disabled wthin the
meani ng of section 354A 011, subdivision 14. |[If the board
determ nes from consi deration of the physietan s witten nedical

expert exam nation report of the physician or of the

psychol ogi st with respect to a nental inpairnment that the

disability benefit recipient is no |onger permanently and
totally disabled or if the board determ nes that the benefit
recipient is engaged or is able to engage in a gainful
occupation, unless the disability benefit recipient is partially
enpl oyed pursuant—te under subdivision 7, then further

disability benefit paynments fromthe fund shal nust be

di sconti nued. The discontinuation of disability benefits shatH-

nmust occur imrediately if the disability recipient is reinstated

to the district payroll followng sick | eave and within 60 days
of the determ nation by the board follow ng the mediecal expert
exam nation and report of the physician or physicians or

psychol ogi st or psychol ogi sts engaged by the board that the

disability benefit recipient is no |onger permanently and
totally disabled within the neaning of section 354A 011
subdi vi si on 14.

Sec. 22. REPEALER

(a) Mnnesota Statutes 2002, sections 353. 33, subdivision

5b; and 490.11, are repealed on July 1, 2004.

(b) Section 1 is repealed on July 1, 2006.

Sec. 23. EFFECTI VE DATE
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43. 1 Sections 1 to 22 are effective on July 1, 2004.

43. 2 ARTI CLE 9

43. 3 DEATH AND SURVI VOR BENEFI TS AND REFUNDS

43. 4 Section 1. Mnnesota Statutes 2002, section 3A 03,

43.5 subdivision 2, is anended to read:

43. 6 Subd. 2. REFUND. (a) Aay A former nenber who has nade

43.7 contributions under subdivision 1 and who is no | onger a nenber

43.8 of the legislature is entitled to receive, upon witten

43.9 application to the executive director on a form prescri bed by

43.10 the executive director, a refund of all contributions credited

43.11 to the nenber's account with i nterest at—anannualrate of six

43. 12 percent—conpounded—annually conputed as provided in section
43. 13 352. 22, subdivision 2.

43. 14 (b) The refund of contributions as provided in paragraph (a)
43.15 termnates all rights of a former nmenber of the |egislature e+
43.16 and the survivors of the former menber under this chapter.

43. 17 (c) If the former nmenber of the |egislature again becones a
43. 18 nenber of the legislature after having taken a refund as

43. 19 provided in paragraph (a), the nenber nust be considered a new

43. 20 nenber of this plan. However, a—hew the nenber may reinstate

43.21 the rights and credit for service previously forfeited if the
43. 22 new nenber repays all refunds taken plus interest at an annual

43.23 rate of 8.5 percent conpounded annually fromthe date on which

43. 24 the refund was taken to the date on which the refund is repaid.

43. 25 <) (d) No person may be required to apply for or to accept
43.26 a refund.

43. 27 Sec. 2. Mnnesota Statutes 2002, section 352.12,

43.28 subdivision 1, is anmended to read:

43. 29 Subdi vision 1. DEATH BEFORE TERM NATI ON OF SERVI CE. |f

43. 30 an enpl oyee dies before state service has term nated and neither
43.31 a survivor annuity nor a reversionary annuity is payable on

43. 32 behal f of the enployee, or if a forner enployee who has

43. 33 sufficient service credit to be entitled to an annuity dies
43. 34 before the benrefit annuity has becone payabl e, the-direector
43. 35 shall—make a refund with interest is payable upon filing a

43.36 witten application on a formprescri bed by the executive
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director. The refund is payable to the | ast designated

beneficiary or, if there is none, to the surviving spouse or, if
none, to the enployee's surviving children in equal shares or,

if none, to the enployee's surviving parents in equal shares or,

if none, to the representative of the estate in—anrarpunt—equal
I | I | bt | . I
rate—of —six—percent—per—annrum-conpounded—annually. Interest
must be conputed as provided in section 352.22, subdivision 2+~
to the first day of the nonth in which the refund is processed.
Upon the death of an enpl oyee who has received a refund that was
|ater repaid in full, interest nust be paid on the repaid refund
only fromthe date of the repaynent. I|f the repaynent was made
in installnments, interest nmust be paid only fromthe date on
whi ch the install ment paynents began. The desi gnated
beneficiary, the surviving spouse, or the representative of the
estate of an enpl oyee who had received a disability benefit is

not entitled to the paynent of interest upon any bal ance

remaining to the decedent's credit in the fund at the tine of
death, unless the death occurred before any payment coul d be
negoti at ed.

Sec. 3. Mnnesota Statutes 2002, section 352.12,
subdi vision 6, is anended to read:

Subd. 6. DEATH AFTER SERVI CE TERM NATI ON. Except as
provided in subdivision 1, if a former enpl oyee covered by the
system di-es—and who has not received an annuity, a retirenent
al l owance, or a disability benefit dies, a refund rust—berade
is payable to the | ast designated beneficiary or, if there is
none, to the surviving spouse or, if none, to the enployee's
surviving children in equal shares or, if none, to the
enpl oyee's surviving parents in equal shares or, if none, to the
representative of the estate in an anmount equal to accunul ated
enpl oyee contributions plus interest. Fherefundmust—inelude
. I e o
anpyatby— The interest on the refund nust be conputed as

provided in section 352.22, subdivision 2.

Sec. 4. M nnesota Statutes 2002, section 352.22,
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subdi vision 2, is anended to read:

Subd. 2. AMOUNT OF REFUND. Except as provided in
subdi vision 3, the refund payable to a person who ceased to be a
state enpl oyee by reason of a termnation of state service is in
an anount equal to enpl oyee accunul ated contri butions plus
interest at the rate of six percent per year conpounded annually

daily fromthe date that the contribution was nmade until the

date on which the refund is paid. Included wwth the refund is

any interest paid as part of repaynent of a past refund, plus

interest thereon fromthe date of repaynent. #Hnterest—ust—be

Sec. 5. Mnnesota Statutes 2002, section 352.22,
subdi vision 3, is anended to read:

Subd. 3. DEFERRED ANNUI TY. (a) An enpl oyee who has at
| east three years of allowable service when term nation occurs
may elect to | eave the accumul ated contributions in the fund and
thereby be entitled to a deferred retirenent annuity. The
annuity nust be conputed under the law in effect when state
service term nated, on the basis of the allowable service

credited to the person before the term nation of service.

(b) An enployee on |ayoff or on | eave of absence w thout
pay, except a |eave of absence for health reasons, and who does

not return to state service shal nust have an annuity, deferred

annuity, or other benefit to which the enpl oyee may becone
entitled conputed under the law in effect on the enpl oyee's | ast
wor ki ng day.

(c) No application for a deferred annuity nmay be nade nore
than 60 days before the tinme the former enployee reaches the
required age for entitlenment to the paynent of the annuity. The
deferred annuity begins to accrue no earlier than 60 days before
the date the application is filed in the office of the system
but not (1) before the date on which the enpl oyee reaches the
required age for entitlement to the annuity nor (2) before the

day followng the term nation of state service in a

45



10/ 16/ 03 3:32 p. m [ COM ] LMLD LCPRO3-243

46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.
46.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

position which is not covered by the retirenent system

(d) Application for the accunul ated contributions left on
deposit with the fund may be nade at any tine after30-days
following the date of the term nation of service

Sec. 6. Mnnesota Statutes 2002, section 352B. 10,
subdi vision 5, is anmended to read:

Subd. 5. OPTIONAL ANNUI TY. A disabled menrber

disabilitant may elect, in lieu of spousal survivorship coverage

under section 352B. 11, subdisien—2 subdivisions 2b and

2c, €hoese the normal disability benefit or an optional annuity
as provided in section 352B. 08, subdivision 3. The choice of an
optional annuity nmust be made before the comencenent of the
paynment of the disability benefit, or within 90 days ef

attatning before reaching age 65 or reaching the five-year

anniversary of the effective date of the disability benefit,

whi chever is later. H The optional annuity is effective on the

date on which the disability benefit begins to accrue, or the
month follow ng attai nment of age 65 or the five-year
anniversary of the effective date of the disability benefit,
whi chever is later.

Sec. 7. Mnnesota Statutes 2002, section 352B. 11
subdivision 1, is anmended to read:

Subdi vision 1. REFUND OF PAYMENTS. (a) A menber who has
not received other benefits under this chapter is entitled to a
refund of paynents nade by sal ary deduction, plus interest, if
the nenber is separated, either voluntarily or involuntarily,
fromthe state service that entitled the nenber to nenbership.

(b) I'n the event of the nmenber's death, if there are no
survivor benefits payable under this chapter, a refund plus
interest is payable to the | ast designated beneficiary on a form

filed with the director before death, or if no designation is

filed, therefund is payable to the nenber's estate. Interest

under this subdivision nust be coenputed-at—the rate ofsix
percent—a—year,—conpounded—annually cal cul ated as provided in

section 352.22, subdivision 2. To receive a refund, the

application nust be nmade on a form prescri bed by the executive
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47. Sec. 8. Mnnesota Statutes 2002, section 352B.11
47. subdi vision 2, is anmended to read:

47. Subd. 2. DEATH, PAYMENT TO SPOJSE-AND DEPENDENT CHI LDREN,

47 . FAM LY MAXI MIVB. H—a—werber—serving—actively—as—a nenrber—or—a
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{e) Each dependent child, as defined in section 352B. 01,
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subdi vi sion 10, shall receive a nonthly annuity equal to ten
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percent of that—part—ef the average nonthly salary of the fermer
deceased nenber f+omwhich—deductions—werermadefor+etirenent.
A dependent child over 18 and under 23 years of age al so may
receive the nonthly benefit provided in this section, if the
child is continuously attending an accredited school as a
full-time student during the normal school year as determ ned by
the director. |If the child does not continuously attend school
but separates fromfull-tinme attendance during any part of a
school year, the annuity shall cease at the end of the nonth of
separation. |In addition, a paynment of $20 per nonth shall be
prorated equally to surviving dependent children when the forner
menber is survived by one or nore dependent children. Paynents
for the benefit of any gualified dependent child nust be nmade to
t he surviving spouse, or if there is none, to the | egal guardi an
of the child. The maximum nonthly benefit for any one famly,

i ncludi ng a surviving spouse benefit, if applicable, nust not be

| ess than 50 percent nor exceed 70 percent of the average

nmont hl y sal ary fer—anynunber—ofchildren of the deceased nenber.

Sec. 9. Mnnesota Statutes 2002, section 352B.11, is
anended by adding a subdivision to read:

Subd. 2b. SURVI VI NG SPOUSE BENEFI T ELIG BILITY. (a) If

48
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an active nenber with three or nore years of allowable service

di es before attaining age 55, the surviving spouse is entitled

to the benefit specified in subdivision 2c, paragraph (b).

(b) If an active nmenber with |l ess than three years of

al l owabl e service dies at any age, the surviving spouse is

entitled to receive the benefit specified in subdivision 2c,

par agr aph (c).

(c) If an active nmenber with three or nore years of

al l owabl e service dies on or after attaining exact age 55, the

surviving spouse is entitled to receive the benefits specified

i n subdivision 2c, paragraph (d).

(d) If a disabilitant dies while receiving a disability

benefit under section 352B. 10 or before the benefit under that

section comenced, and an optional annuity was not el ected under

section 352B. 10, subdivision 5, the surviving spouse is entitled

to receive the benefit specified in subdivision 2c, paragraph

(b) .

(e) If a former nenber with three or nore years of

al | owabl e service, who term nated from service and has not

received a refund or comenced recei pt of any other benefit

provided by this chapter, dies, the surviving spouse is entitled

to receive the benefit specified in subdivision 2c, paragraph

(e).

(f) I'f a former nenber with |l ess than three years of

al | owabl e service, who term nated from service and has not

received a refund or comenced recei pt of any other benefit, if

applicabl e, provided by this chapter, dies, the surviving spouse

is entitled to receive the refund specified in subdivision 2c,

par agraph (f).

Sec. 10. Mnnesota Statutes 2002, section 352B. 11, is
anended by adding a subdivision to read:
Subd. 2c. SURVI VI NG SPOUSE BENEFI T ENTI TLEMENTS. (a) A

survi ving spouse specified in subdivision 2b is eligible to

receive, following the filing of a valid application and

consistent with any other applicable requirenents, a benefit as

specified in this subdivision. A 100 percent joint and survivor
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50.1 annuity under paragraph (b) nust be conputed assum ng the exact

50.2 age 55 for the deceased and the age of the surviving spouse on
50.3 the date of death. A 100 percent joint and survivor annuity
50.4 under paragraph (d) or (e) nust be conputed using the age of the
50.5 deceased on the date of death and the age of the surviving
50.6 spouse on that sane date.

50.7 (b) For a surviving spouse specified in subdivision 2b,

50.8 paragraph (a) or (d), the surviving spouse benefit is a benefit
50.9 for life equal to 50 percent of the average nonthly salary of
50. 10 the deceased nenber. On the first of the nonth next foll ow ng
50.11 the date on which the deceased nenber woul d have attai ned exact
50.12 age 55, in lieu of continued receipt of the prior benefit, the
50. 13 surviving spouse is eligible to conmence recei pt of the second
50.14 half of a 100 percent joint and survivor annuity, if this

50. 15 provides a | arger benefit.

50. 16 (c) For a surviving spouse specified in subdivision 2b,

50. 17 paragraph (b), the surviving spouse benefit is a benefit for
50.18 life equal to 50 percent of the average nonthly salary of the
50. 19 deceased nenber.

50. 20 (d) For a surviving spouse specified in subdivision 2b,

50. 21 paragraph (c), the surviving spouse benefit is a benefit for
50.22 life equal to 50 percent of the average nonthly salary of the
50. 23 deceased nenber, or the second half of a 100 percent joint and
50. 24 survivor annuity, whichever is |arger.

50. 25 (e) For a surviving spouse specified in subdivision 2b,

50. 26 paragraph (e), the surviving spouse benefit is the second half
50.27 of a 100 percent joint and survivor annuity, commencing on the
50.28 first of the nonth next follow ng the deceased nenber's date of
50.29 death, or the first of the nonth next follow ng the date on

50. 30 which the deceased nenber woul d have attained age 55, whichever
50.31 is later.

50. 32 (f) For a surviving spouse specified in subdivision 2b,

50. 33 paragraph (f), the surviving spouse or, if none, the children
50.34 or, if none, the deceased nenber's estate, is entitled to a

50. 35 refund of the enployee contributions plus interest conputed as
50. 36 specified in subdivision 1

50
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Sec. 11. Mnnesota Statutes 2002, section 352B. 11, is
anended by adding a subdivision to read:
Subd. 2d. COORDI NATI ON W TH WORKERS' COMPENSATI ON

BENEFI TS. |If the deceased nenber di ed under circunstances that

entitle the surviving spouse and the dependent child or children

to receive benefits under workers' conpensation |aw, the

wor kers' conpensation benefits received by the deceased nenber's

survivor or survivors nust not be deducted fromthe benefits

payabl e under this section.

Sec. 12. M nnesota Statutes 2002, section 352D. 075,
subdi vision 2, is anended to read:

Subd. 2. SURVI VI NG SPOUSE BENEFI T. (a) Notw t hstandi ng

any designation of a beneficiary to the contrary, if a

participant or a fornmer participant dies leaving—a spouse—and

the-spouse—+is—naned-benefieciary before an annuity or a

disability benefit becones payable, the surviving spouse may is

entitled to receive:

(1) a lunp sum paynent of the value of the participant's

total shares;

(2) Fhe a lunp sum paynent of a portion of the val ue of

one-half—of the total shares and beginhingat—age 556+
thereatter, at any tinme after the participant's death, reeetve

an annuity based on the remaining val ue of enre-half—eof the total
shar es;—proevided—that. |f the spouse dies before receiving any
annuity paynments, the remaining value of said the shares shal-
be—paid is payable to the spouse's children in equal shares, but
and if no sueh children survive, then to the parents of the
spouse in equal shares, but and if no sueh children or parents
survive, then to the estate of the spouse; or

(3) Beginningat—age 55 or thereatter at any tine after the

participant's death, reeeive an annuity based on the val ue of

the total shares;—providedthat. |f the spouse dies before

recei ving any annuity paynents, the value of said the shares

shall—be-patd is payable to the spouse's children in equal

shares, but and if no sueh children survive, then to the parents
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of the spouse in equal shares, but and if no such children or
parents survive, then to the estate of the spouse; and further
provided;- if said the spouse dies after receiving annuity
paynments but before receiving paynents equal to the value of the
enpl oyee shares, the value of the enployee shares

remai ni ng shall—be-patd is payable to the spouse's children in
equal shares, but- and if no sueh children survive, then to the
parents of the spouse in equal shares, but and if no sueh
children or parents survive, then to the estate of the spouse.

(b) A participant or a fornmer participant and the person's

spouse nmay nmake a joint specification, in witing, on a form

prescri bed by the executive director, that the benefits provided

in this section nust be paid only to the designated beneficiary.

Sec. 13. Mnnesota Statutes 2002, section 352D. 075, is
anended by adding a subdivision to read:

Subd. 2a. SURVI VI NG SPOQUSE COVERAGE TERM CERTAIN. In

lieu of the annuity under subdivision 2, clause (2) or (3), or

in lieu of a distribution under subdivision 2, clause (1), the

survi vi ng spouse of a deceased participant nay elect to receive

survivor coverage in the formof a termcertain annuity of five,

six, 15, or 20 years, based on the value of the remaining

shares. The nonthly termcertain annuity nmust be cal cul at ed

under section 352D. 06, subdivision 1

Sec. 14. Mnnesota Statutes 2002, section 352D. 075,
subdi vision 3, is anended to read:
Subd. 3. REFUND TO BENEFI Cl ARY. |f a participant dies

and has naned-—abenefieiary no surviving spouse, the val ue of
the total shares shall—bepaid is payable to sueh a designated

beneficiary, but if sueh the beneficiary dies before receiving
paynment, or if no beneficiary has been naned and-therei+sno
speuse, the value of said the shares shall—bepaid is payable

to the children of the participant in equal shares, but or if no
sueh children survive, then in equal shares to the parents of
the participant, but or if no sueh—ehildren—or parents survive,
then to the estate of the participant.

Sec. 15. 352F. 052 APPLI CATI ON OF SURVI VI NG SPOUSE
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DEPENDENT CHI LD PROVI SI ON.

Not wi t hst andi ng any provisions of lawto the contrary,

subdi vi sions within section 352.12 of the edition of M nnesota

Statutes published in the year before the year in which a

privatization occurred, applicable to the surviving spouse or

dependent children of a fornmer nmenber, apply to the survivors of

a term nated hospital enployee of Fairview, University of

M nnesot a Physicians, or University Affiliated Fam |y Physici ans.

Sec. 16. 353F. 052 APPLI CATI ON OF SURVI VI NG SPOUSE
DEPENDENT CHI LD PROVI SI ON.

Not wi t hst andi ng any provisions of lawto the contrary,

subdi vi sions within section 353.32 of the edition of M nnesota

Statutes published in the year before the year in which a

privatization occurred, applicable to the surviving spouse or

dependent children of a fornmer nenber as defined in section

353.01, subdivision 7a, apply to the survivors of a term nated

nmedi cal facility or other public enploying unit enpl oyee.

Sec. 17. Mnnesota Statutes 2002, section 354.05,
subdi vi sion 22, is anended to read:

Subd. 22. DESI GNATED BENEFI Cl ARY. "Desi gnat ed
beneficiary" means the person, trust, or organization designated
by a retiree or nenber to receive the benefits to which a
beneficiary is entitled under this chapter. A beneficiary
designation is valid only if it is made on an appropriate form
provi ded by the executive director that is signed by the menber
and—tweo—wtnesses tothe nenberssignrature. The properly
conpl eted form nust be received by the association on or before
the date of death of the retiree or nmenber. |If a retiree or a
menber does not designate a person, trust, or organization, or
if the person who was desi gnated predeceases the retiree or the
menber, or if the trust or organization ceases to exist before
the death of the retiree or the nenber, the designated
beneficiary means is the estate of the deceased retiree or
menber.

Sec. 18. Mnnesota Statutes 2002, section 354. 46,

subdi vision 2, is anended to read:
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Subd. 2. DEATH VHI LE ELI G BLE DESI GNATED BENEFI Cl ARY
BENEFT SURVI VI NG SPOUSE SURVI VOR COVERAGE. (a) Fhe—survivihg

speuse—of—any—renrber—orforner—nenber—whohas |If the active or

deferred nenber was at |east age 55 and had credit for at | east

three years of allowable service on the date of death, the

surviving spouse is entitled to the second portion of a 100

percent joint and survivor annuity eceveraget+n-the-event—of

100—perecent—joint—and-survi-vor—annui-ty specified under section
354. 45, based on the age of the active or deferred nenber and

survi-vi-ng—spouse at the tinme of death efthenwenber— and
conputed—under—section—354-44,—subdi-vi-sion—2-or6,—whi-chever—is
apptteable the age of the surviving spouse at the tinme the

benefit accrues.

(b) If the active or deferred nmenber was under age 55 and

has had credit for at |east 30 years of allowable service on the
date of death, the surviving spouse may elect to receive the
second portion of a 100 percent joint and survivor annuity based

on the age of the active or deferred nenber and-survivihg-Sspouse

on the date of death and the age of the surviving spouse at the

time the benefit accrues. | f section 354.44, subdivision 6,

applies, the annuity is payable using the full early retirenent
reducti on under section 354.44, subdivision 6, paragraph
clause (3)(ii), to age 55 and one-half of the early retirenment
reduction fromage 55 to the age paynent begi ns.

(c) If the active or deferred nenber was under age 55 and

has had credit for at least three years of allowable service on
the date of death, but did not yet qualify for retirement, the

surviving spouse may elect to receive the second portion of a

100 percent joint and survivor annuity based on the age of
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the active or deferred nenber and-the surviving-spouse at the

tinme of death and the age of the surviving spouse at the tine

the benefit accrues. |If section 354.44, subdivision 6, applies,

the annuity is calculated using the full early retirenent
reducti on under section 354.44, subdivision 6, to age 55 and

one-half of the early retirenent reduction fromage 55 to the

age the annuity begins. Fhesurvivingspouse—eligible fora

(d) The surviving spouse eligible for surviving spouse

benefits under paragraph{b}—oer{e)} this subdivision may apply

for the annuity any tine after the nmenber's death. Fhis The
benefit aceruvesftromthe day folHlowingthe date of the nenrber's
death—but- may not begin to accrue nore than six nonths before
the date the application is filed with the executive

director and may not accrue before the nenber's death. Seetions
354 55,—subdiviston—1l—and 354 60-applytoadeferredannuity
payableunderthisseetion— The benefit is payable for life.

Any benefit under this subdivisionis in lieu of benefits under

subdivision 1, if applicable, and in lieu of a refund of

accumul at ed nenber contri buti ons under section 354.47,

subdi vi si on 1.

Sec. 19. Mnnesota Statutes 2002, section 354. 46,
subdi vi sion 2b, is anmended to read:

Subd. 2b. DEPENDENT CHI LD SURVI VOR COVERAGE. If there is
no surviving spouse eligible for benefits under subdivision 2, a
each dependent child er—ehildren as defined in section 354. 05,
subdivision 8a, is eligible for nonthly paywents surviving child

benefits. PRayments Surviving child benefits to a dependent

child nust be paid fromthe date of the nenber's death to the
date the dependent child attains age 20 if the child is under

age 15 on the date of the nenber's death. |If the child is 15

years or older on the date of the nenber's death, payrent—rust

be-rmade the surviving child benefit is payable for five years.
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actuarially equivalent to the value of a 100 percent optional
annui ty under subdivision 2 calcul ated using the age of the

menber and age of the dependent child at as of the date of death

inlieu of the age of the nenber and the spouse. |If there is
nore than one dependent child, each dependent child shal- is

entitled to receive a proportionate share of the actuarial val ue

of the nmenber's account.
Sec. 20. M nnesota Statutes 2002, section 354. 46,
subdivision 5, is anended to read:

Subd. 5. PAYMENT SURVI VI NG SPOUSE SURVI VOR BENEFI T TO

DESI GNATED BENEFI CI ARY. A nenber and the spouse of the nmenber
may make a joint specification in witing on a form prescri bed
by the executive director that the benefits provided in

subdi vision 2, or in section 354.47, subdivision 1, nust be paid
only to a designated beneficiary or to designated beneficiaries.

For—purpeses—of subdivisiton—2- A designated beneficiary may—eonby

must be either a fornmer spouse or a biological or adopted child

of the nenber.
Sec. 21. Mnnesota Statutes 2002, section 354.46, is
anended by adding a subdivision to read:

Subd. 6. APPLICATION. (a) A beneficiary designation and

an application for benefits under this section nust be in

witing on a form prescribed by the executive director.

(b) Sections 354.55, subdivision 11, and 354.60 apply to a

deferred annuity payabl e under this section.

(c) Unless otherw se specified, the annuity nust be

conput ed under section 354.44, subdivision 2 or 6, whichever is

appl i cabl e.

Sec. 22. M nnesota Statutes 2002, section 356.441, is
anmended to read:

356. 441 REPAYIVENT-OF—REFUNDS PAYMENT ACCEPTANCE ALLOWED

Subdi vision 1. PAYMENT AUTHORI ZATI ON. The repaynent of a

refund and interest on that refund or the paynent of equival ent

contributions and interest for an eligible | eave of absence, as

permtted under | aws governing any public pension plan in
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M nnesota, may be nmade:

1) with funds distributed or transferred froma plan

qualified under the federal Internal Revenue Code of 1986

section 401, subsection (a) or (k); 403; 408; or 457, subsection

seetion—403(a)— Repayrent—ray—also-bermade fromtine to tine

or

(2) with funds distributed froman individual retirenent

account used-solelytoreceive—a or individual retirenent

annuity, if done solely in a manner that is eligible for
treatment as a nontaxable rollover fremthat type of a planor
anpubty or transfer under the applicable federal |aw Fhe
repat-d—refund

Subd. 2. SEPARATE ACCOUNTI NG REQUI REMENT. Nont axabl e

rollovers or transfer anmounts under subdivision 1 received by a

public pension fund nust be separately accounted for as nenber

contributions not previously taxed. Before accepting

any rollovers or transfers to which this section applies, the

executive director must shall require the nenber to provide
witten docunentation to denpnstrate that the anpbunts to

be rolled over or transferred are eligible for a tax-free

rollover or transfer and qualify for that treatnent under the

federal Internal Revenue Code of 1986, as amended.

Sec. 23. Mnnesota Statutes 2002, section 490. 124,
subdi vision 12, is amended to read:

Subd. 12. REFUND. (a) Any A person who ceases to be a
j udge but who does not qualify for a retirenent annuity or other
benefit under section 490.121 shall—be is entitled to a refund

in an anount equal to all the persen-s nenber's enpl oyee

contributions to the judges' retirenent fund plus interest
conput ed tethe firstdayof the menthi+nwhich the refundis
precessedbased—on{f+secal—year balancesat—an—-annualrate—of
fvepercent—conpounded—annually under section 352. 22,

subdi vi si on 2.

(b) A refund of contributions under paragraph (a)
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termnates all service credits and all rights and benefits of
the judge and the judge's survivors. A person who becones a
judge again after taking a refund under paragraph (a) may
reinstate the previously termnated service credits, rights, and

benefits by repayi ng aH—+refunds the total anmount of the

previously received refund. A The refund repaynent nust include

interest on the total anpunt previously received at an annual

rate of 8.5 percent conpounded annually fromthe date on which

the refund was received until the date on which the refund is

repai d.
Sec. 24. REPEALER

M nnesota Statutes 2002, section 354A 107, is repeal ed.

Sec. 25. EFFECTI VE DATE

(a) Sections 1 to 24 are effective on July 1, 2004.

(b) Sections 8 to 11 are not intended to increase, nodify,

inpair, or dimnish the benefit entitlenents specified in

M nnesota Statutes, chapter 352B. If the Mnnesota state

retirement system executive director determ nes that any

provi sion of those sections does increase, nodify, inpair, or

dimnish the benefit entitlenents as reflected in applicable | aw

just prior to the effective date of this section, the executive

director shall certify that determ nation and a recomendati on

as to the required | egislative correction to the chairs of the

| egi sl ati ve comm ssion on pensions and retirenent, the house

governnmental operations conmttee, the senate governnenta

operations conmttee, and the executive director of the

| egi sl ati ve comm ssion on pensions and retirenent.

(c) Consistent with M nnesota Statutes, section 645.21, and

public pension policy in general, the increased interest rate

provided on a refund under section 23 applies only to judges

whose term nation of service occurs on or after July 1, 2004.

ARTI CLE 10
FEDERAL | NTERNAL REVENUE
CODE COVPLI ANCE
Section 1. Mnnesota Statutes 2002, section 356.611, is

anended by adding a subdivision to read:
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Subd. 4. COVPENSATI ON. (a) For purposes of this section,

conpensati on neans a nenber's conpensation actually paid or nmade

available for any limtation year determ ned as provided by

Treasury Regul ation Section 1.415-2(d)(10).

(b) Conpensation for any period includes:

(1) any elective deferral as defined in section 402(q)(3)

of the Internal Revenue Code;

(2) any elective anounts that are not includable in a

menber's gross i ncone by reason of sections 125 or 457 of the

| nt ernal Revenue Code; and

(3) any elective anounts that are not includable in a

menber's gross i ncome by reason of section 132(f)(4) of the

| nt ernal Revenue Code.

Sec. 2. 356.635 | NTERNAL REVENUE CODE COVPLI ANCE.
Subdi vi sion 1. RETI REMENT BENEFI T COMVENCEMENT. The

retirenment benefit of a nmenber who has term nated enpl oynent

nmust begin no later than the later of April 1 of the cal endar

year follow ng the cal endar year that the nenber attains the

federal mnimumdistribution age under section 401(a)(9) of the

| nternal Revenue Code or April 1 of the cal endar year foll ow ng

t he cal endar year in which the nenber term nated enpl oynent.

Subd. 2. DI STRI BUTI ONS. Di stributions shall be nade as

requi red under section 401(a)(9) of the Internal Revenue Code

and the treasury regul ati ons adopted under that section,

including, but not limted to, the incidental death benefit

provi sions of section 401(a)(9)(Q of the Internal Revenue Code.

Subd. 3. DI RECT ROLLOVERS. A distributee may el ect, at

the tinme and in the manner prescribed by the plan adm ni strator,

to have all or any portion of an eligible rollover distribution

paid directly to an eligible retirenent plan as specified by the

di stri but ee.

Subd. 4. ELI G BLE ROLLOVER DI STRIBUTION. An "eligible

rollover distribution" is any distribution of all or any portion

of the balance to the credit of the distributee.

Subd. 5. I NELI G BLE AMOUNTS. An eligible rollover

di stribution does not include:
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(1) a distribution that is one of a series of substantially

equal periodic paynents, receivable annually or nore frequently,

that is nade for the life or |ife expectancy of the distributee,

the joint lives or joint life expectancies of the distributee

and the distributee's designated beneficiary, or for a specified

period of ten years or nore;

(2) a distribution that is required under section 401(a)(9)

of the Internal Revenue Code; or

(3) any other exception required by Iaw or the Internal

Revenue Code.

Subd. 6. ELI G BLE RETIREMENT PLAN. (a) An "eligible

retirenment plan" is:

(1) an individual retirenment account under section 408(a)

of the Internal Revenue Code;

(2) an individual retirement annuity plan under section

408(b) of the Internal Revenue Code;

(3) an annuity plan under section 403(a) of the Internal

Revenue Code;

(4) a qualified trust plan under section 401(a) of the

I nt ernal Revenue Code that accepts the distributee's eligible

roll over distribution;

(5) an annuity contract under section 403(b) of the

| nt ernal Revenue Code; or

(6) an eligible deferred conpensati on plan under section

457(b) of the Internal Revenue Code, which is maintained by a

state or |l ocal governnment and which agrees to separately account

for the amounts transferred into the plan.

(b) For distributions of after-tax contributions which are

not includable in gross incone, the after-tax portion may be

transferred only to an individual retirenment account or annuity

described in section 408(a) or (b) of the Internal Revenue Code,

or to a qualified defined contribution plan described in either

section 401(a), or section 403(a), of the Internal Revenue Code,

that agrees to separately account for the anounts transferred,

i ncl udi ng separately accounting for the portion of the

di stribution which is includable in gross inconme and the portion
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61 of the distribution which is not includable.

61. Subd. 7. DI STRIBUTEE. A "distributee" is:

61. (1) an enployee or a forner enployee;

61. (2) the surviving spouse of an enpl oyee or fornmer enpl oyee;

61. (3) the former spouse of the enployee or fornmer enpl oyee

61. who is the alternate payee under a qualified donestic relations

61. order as defined in section 414(p) of the Internal Revenue Code,

.1
2
3
4
61.5 or
6
7
8
9

61. or who is a recipient of a court-ordered equitable distribution

61.10 of marital property, as provided in section 518.58.

61. 11 Subd. 8. FORFEI TURES. For defined benefit plans, unless

61. 12 otherwi se permtted by section 401(a)(8) of the Internal Revenue

61. 13 Code, forfeitures may not be applied to increase the benefits

61. 14 that any enpl oyee woul d ot herwi se recei ve under the plan.

61. 15 Subd. 9. M LI TARY SERVI CE. Contri butions, benefits, and

61. 16 service credit with respect to qualified mlitary service nust

61. 17 be provided according to section 414(u) of the Internal Revenue

61. 18 Code.

61. 19 Sec. 3. TRANSI TI ONAL PROVI SI ON

61. 20 (a) An eligible rollover distribution under M nnesota

61. 21 Statutes, section 356.635, does not include the portion of a

61. 22 distribution that is not included in gross incone.

61. 23 (b) For eligible rollover distributions to a surviving

61. 24 spouse, an eligible retirenment plan under M nnesota Statutes,

61. 25 section 356.635, is limted to an individual retirenent account

61. 26 under section 408(a) of the Internal Revenue Code or an

61. 27 individual retirenment annuity plan under section 408(b) of the

61. 28 I nternal Revenue Code.

61. 29 Sec. 4. EFFECTI VE DATE

61. 30 (a) Section 1 is effective on July 1, 2004. Section 1 is

61. 31 effective retroactively as foll ows:

61. 32 subdi vi si on effective

61. 33 4, paragraph (b), for limtation years

61. 34 clauses (1) and (2) begi nning on and after
61. 35 January 1, 1998; and
61. 36 4, paragraph (b), for limtation years

61. 37 cl ause (3) begi nni ng on and after
61. 38 January 1, 2001
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62.1 (b) Sections 2 and 3 are effective on the day foll ow ng

62.2 final enactnent.

62. 3 (c) Section 2 is effective retroactively as foll ows:

62. 4 subdi vi si on effective

62.5 1 on and after January 1, 1989
62. 6 2 for distributions on and after
62.7 Decenber 31, 1989

62. 8 3 for distributions on and after
62.9 January 1, 1993

62. 10 6, paragraph (a), for distributions made after
62. 11 cl auses (5) and (6) Decenber 31, 2001

62. 12 6, paragraph (b) for distributions after

62.13 Decenber 31, 2001

62. 14 9 on Decenber 12, 1994

62.15 (d) Section 3 is effective only for distributions nmade

62.16 before January 1, 2002."

62.17 Delete the title and insert:

62. 18 "Abill for an act

62.19 relating to retirenent; statew de and major |oca

62. 20 publ i c pension plans; making various changes of an

62. 21 adm ni strative nature; anmending M nnesota Statutes

62. 22 2002, sections 3A. 03, subdivision 2; 352.01

62.23 subdi vi sion 13; 352.113, by adding a subdi vi sion

62. 24 352.12, subdivisions 1 and 6; 352.22, subdivisions 2
62. 25 and 3; 352.95, subdivisions 1, 2, and 4; 352B.01

62. 26 subdi vi sion 11; 352B. 10, subdivisions 1, 2, 3, 4, and
62. 27 5; 352B.105; 352B. 11, subdivisions 1 and 2, and by

62. 28 addi ng subdi vi si ons; 352D. 065, subdi vi sion 2;

62. 29 352D. 075, subdivisions 2 and 3, and by adding a

62. 30 subdi vi si on; 353.01, subdivisions 2b, 10, 12a, and

62. 31 12b; 353.33, subdivisions 4, 6, 6b, and 7; 353.37

62. 32 subdi vision 3, and by addi ng a subdi vi si on; 354. 05,
62. 33 subdi visions 2 and 22; 354.07, subdivision 9; 354.091
62. 34 354. 096, subdivision 1; 354.42, subdivision 7; 354.44,
62. 35 subdi vi sion 4; 354.46, subdivisions 2, 2b, and 5, and
62. 36 by addi ng a subdi vi sion; 354.48, subdivisions 2, 4, 6
62. 37 and 6a; 354.51, subdivision 5; 354.52, subdivisions 4a
62. 38 and 6, and by adding a subdivision; 354.53; 354.66

62. 39 subdi vi sion 2; 354A. 093; 354A.36, subdivisions 4 and
62. 40 6; 354B. 20, subdivisions 4 and 6; 354B. 23, subdi vision
62. 41 1; 354B. 32; 354C. 11, subdivision 2; 356.441; 356.611
62. 42 subdi vi sion 2, and by addi ng subdi vi si ons; and

62. 43 490. 124, subdivi sion 12; proposing coding for new | aw
62. 44 infas Mnnesota Statutes, chapters 352F;, 353F;, and

62. 45 356; repealing Mnnesota Statutes 2002, sections

62. 46 352D. 02, subdivision 5; 353.33, subdivision 5b

62. 47 354A. 107; and 490.11."
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