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S.F. 264 H.F. 1757
(Betzold, by request) (Smith)

Executive Summary of Commission Staff Materials

Affected Pension Plan(s): MSRS-General

Relevant Provisions of Law. Minnesota Statutes, Section 352, Subd. 2 and 3; 352D.04 Subd. 2
General Nature of Proposal:  Increase MSRS-General Employee and Employer Contribution Rates
Date of Summary:. January 13, 2006

Specific Proposed Changes

Increases the MSRS-General plan employee and employer contribution rates from 4.0 percent to 5.0
percent, phased in over a few years.

Policy Issues Raised by the Proposed Legislation

1. Study Accuracy Issues. The issue is whether there is sufficient confidence in the actuarial report to
conclude that a contibution increase is need, in the amount requested.

2. Cost. Would add $6 million to employer costs in 2007, $12.6 million in 2008, $19.8 mmlon in 2009, and
$27.7 million in 2010, increasing thereafter by the increase in covered payroll

3. Negative Amortization Issue. The current practice of using negative amortization when plans are over-
funded masks underlying problem when plan normal cost plus expenses are more than plan the sum of
employee and employer contributions.

4., Phase-In Issues. The Commission could choose to lengthen or shorten the phase-in.

5. Sharing Burden for Paying Off Unfunded Liability. The employees and employers would share equally in
paying off unfunded liability; the question is whether that is an appropriate distribution of that burden.

6. Position of Employee Groups. The issue is the extent of employee group support for this bill.

7. Uniformity Issue. Currently, the MSRS-General, PERA-General, TRA, and first class city teacher plans
coordinated programs provide comparable benefits but members pay different amounts for that same
benefit package. This proposal may not lead to more uniformity in contribution rates.

Potential Amendments

Amendment LCPR05-114 revises the amount of the increases, removes the phasing-in period, and changes
the date the contribution increases will occur. There would be a single increase
in the employee and employer contribution rates, at a level to be specified, rather
than a phase-in period. The same rate could be inserted in each blank, or
different rates used to have the employer pay a larger share of the unfunded
liability. The bill’s original effective date could be kept by inserting “2007” (or by
striking the applicable line from the amendment), or another date could be used.

Amendment LCPR0O5-115 is an alternative to LCPR05-114, and could be used if the Commission chose to
retain the phase-in period, but feels that the final increase is unnecessary given
the expected contribution requirements. If the deficiency stays at the level
indicated in the 2004 valuation, that increase might be more than is needed. The
amendment removes the final July 1, 2010, contribution increase from the bill.

Amendment LCPR0O5-116 is an alternative to either of the above two amendments, keeps the phase-in
period of the bill, but moves it up by one year, with the first increase occurring on
July 1, 2006, rather than 2007, and the final increase occurring on July 1, 2009.

Amendment LCPR05-117 is an alternative to the earlier amendments, is comparable to LCPR05-116, but it
also removes the final contribution rate adjustment, so that the final rate is 4.75
percent rather than 5.0 percent.
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TO: Members of the Legislative Commission on Pensions and Retirement
:(\
FROM: Ed Burek, Deputy Director&f}
RE: S.F. 264 (Betzold, by request); H.F. 1757 (Smith): MSRS-General; Employee and

Employer Contribution Rate Increases

DATE: January 13, 2006

Summary of S.F. 264 (Betzold, by request): H.F. 1757 (Smith)

S.F. 264 (Betzold, by request); H.F. 1757 (Smith) revises the General State Employees Retirement Plan of
the Minnesota State Retirement System (MSRS-General) matching employee and employer contribution
rates, as follows:

e from 4.0 percent to 4.25 percent of pay on July 1, 2007; to
e 4.5 percent of pay on July 1, 2008; to

e 4.75 percent of pay on July 1, 2009; and to

e 5.0 percent of pay on July 1, 2010.

Background Information on MSRS-General

MSRS-General is governed by Minnesota Statutes, Chapter 352, and various other provisions of law. It is
a defined benefit retirement plan that provides disability coverage, survivor benefits, and retirement
coverage to over 46,900 active state public employees mostly in the executive branch. MSRS-General
currently has over 18,600 retirees and 13,800 deferred retirees. MSRS-General assets are $7.884 billion
and liabilities are $7.878 billion, creating a funding ratio of 100.08 percent. Currently under law, the
employee contribution rate for MSRS-General is 4.0 percent of pay, with a matching employer
contribution, for total contributions of 8.0 percent of pay. All MSRS-General members are coordinated
members (coordinated with Social Security).

In defined benefit plans, the retirement benefit and other annuities are specified by a formula in law.
Under these formulas for retirement annuities, the average of salary close to retirement (the average of the
five consecutive years that provides the highest average salary) is multiplied by a factor or factors referred
to as accrual rates. An accrual rate is the percentage of the high-five salary that the individual receives per
year of service. This result is then multiplied by the number of years of service to determine the benefit.
For an MSRS-General member who started covered service in one of the larger Minnesota public plans
before 1989, the normal retirement age is 65. That is the age at which an individual, following
termination of covered service, can receive an annuity without any penalty due to early retirement. If an
MSRS-General member starts drawing an annuity at the normal retirement age, the accrual rate in law is
1.7 percent. If the high-five average salary happened to be $40,000 and the individual had 30 years of
service, the annual benefit would be $40,000 x 1.7 percent x 30 years = $20,400. A terminated employee
may begin drawing an annuity as early as age 55, but with a reduction due to early retirement.

Since MSRS-General is a defined benefit plan, it relies upon pooled funding to meet the retirement
liabilities of the group. Every year the retained actuary reviews the plan assets and contribution rates, and
determines whether the assets and future contribution stream will be adequate to cover the plan’s
liabilities, given the salaries of the covered group, the demographics of the group, and the package of
benefits offered under the plan. While thele is an effort to keep the assets for the group in line with group
liabilities, that is not true for any specific individual within 1he group. In other words, there is no reason
to believe that the employee and employer contributions for a specific employee, plus investment earnings
on those contributions over time, will equal the liability determined by the formula used to compute the
individual’s annuity at retirement; that is rarely, if ever, the case. There are considerable subsidies and
cross-funding within the pension fund of any defined benefit plan. Some individuals receive a benefit that
is less than the accumulated value of the contributions made on their behalf. Others receive considerably
more. This contrasts with the nature of a defined contribution plan. In a defined contribution plan, each
individual has a separate account to which the applicable employee’s contributions are added. The value
of the account at retirement (the sum of accumulated contributions plus all investment earnings on the
account) determines the value of the annuity.

Backeround Information on the MSRS-General Contribution Deficiency

S.F. 264 (Betzold, by request); H.F. 1757 (Smith) is an effort to address MSRS-General’s contribution
deficiency. The deficiencies in this fund as indicated in the actuarial reports are not severe and have
occurred only recently, beginning in 2002, after several years of contribution surpluses.
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1.

Overview of Recent MSRS-General Contribution Sufficiencies/Deficiencies. Attached to this memo
is a chart summarizing the MSRS-General actuarial reports from 1991 through 2004. The reports
indicate slight deficiencies in 1993 and 1994, followed by surpluses in 1995 through 2001. A modest
deficiency again appeared in 2002, 0.34 per cent of payroll, while the 2003 deﬁcu,ncy 1s 1.43 percent
of payroll, and the 2004 dcﬁmency 1s 1.33 percent of payroll. The funding ratio has been healthy from
the late 1990s to the current date, reflecting a continued benefit from the very high investment returns
of the late 1990s. The fund reached full funding in 1997, and as of the July 1, 2004, valuation, the
fund is 100.08 percent funded, based on the actuarial value of assets.

Actions Taken in 1997. To understand some of the changes that have occurred in the last several
years, it is helpful to begin with a few comments about the 1996 actuarial valuation. The plan funding
ratio had been rising in prior years, beginning with a 79.91 percent funding ratio in 19991 and
reaching 97.27 percent funded in 1996. The contribution surplus in 1996 was 1.06 percent of payroll.
The funding ratio indicated that the plan was already well funded, and the contribution sufficiency
indicated that the plan would reach full funding well before the full funding date, 2020. By 1997, the
plan was already more than fully funded, in large part due to favorable investment returns which pre-
paid the unfunded liability.

Several changes occurred in 1997, due to actions by the Legislature, which began to impact the plan’s
funding. The first is that a significant benefit improvement/benefit revision bill was enacted, and
part of that bill cut the contribution rates to MSRS-General (Laws 1997, Chapter 233, Article 1,
Section 18). In 1997 the MSRS and PERA plans, including the public safety plans in those
organizations, TRA, and the first class city teacher plans, sought and received benefit increases.
Under these law changes (Laws 1997, Chapter 233), higher accrual rates are used to compute
retirement benefits. At least for the MSRS, PERA, and TRA plans, these increases were financed in
part by a change in the State Board of Investment Post Fund interest rate, which was revised from
five percent to six percent. Fewer actuarial reserves are needed to finance any given level of benefits
if the reserves are assumed to earn six percent prior to retirement rather than five percent. The
impact of that change on the Post Fund is that post-retirement increases will be one percent per year
less on average than would be the case under the old Post Fund. In part, higher benefits at the time of
retirement were traded for lower increases during retirement.

These benefit changes had some cost impact on the pension funds, and the General Employee
Retirement Plan of the Public Employees Retirement Association (PERA-General) along with first
class city teacher fund associations were expected to be harmed financially by these changes. For
PERA, this was partially addressed in 1997 by increasing contribution rates and creating state aid to
help the cmployels cover the additional cost. The state aid amounted to 0.35 percent of PERA-
covered payroll in fiscal 1998, and 0.70 percent thereafter, but amounts in dollar terms are capped at
the fiscal year 1999 aid amount. The financing for this aid was created by shifting resources from
MSRS-General and TRA. Contribution rates in those plans were reduced (the MSRS General
employee and employer contribution rates were reduced from a 4.07 percent employee contribution
rate and a 4.2 percent employer contribution to 4.0 percent each). Appropriation reductions to MSRS
and TRA employers in the amount of employer contribution reductions were used in part to shift
funding to PERA employers. Also in 1997, a revised payroll growth assumption was enacted for
MSRS-General and for other plans.

Some impacts began to show in the July 1, 1997, actuarial valuation. The plan normal cost increased
from 6.67 percent a year earlier to 7.46 percent, raising the total contribution requirements. The
reduced contribution rates lowered the total contributions, resulting in a lower contribution
sufficiency, 0.39 percent of payroll, compared to 1.06 percent of payroll a year earlier.

Revisions in 2000. Numerous changes in actuarial assumptions and actuarial procedures occurred in
2000. Revisions were adopted in the male and female pre-retirement and post-retirement mortality
tables, the male and female post-disability mortality table, retirement age, separation (telmmatlon)
assumptions, disability assumptions, female optlonal annuity assumptions, and a combined service
annuity load factor was added. Statutory revisions included a select-and-ultimate salary increase
assumption and revision in the age-related salary increase assumption.

The Legislature also revised the way the actuarial value of assets is computed, moving to a system
based on market value and weighted past deviations between the expected value of assets assuming 8.5
percent investment returns, and the actual value of assets given the investment return that actually
occurred (Laws 2000, Chapter 461, Article 1, Section 3). The final statutory change was to establish
negative amortization, under which a portion of any assets in excess of full funding would be used to
lower the contribution requirement, using rolling 30-year amortization (Laws 2000, Chapter 461,
Article 1, Section 6). This pushed the fund’s amortization date from 2020 to 2030.

The impact of all of these changes is evident in the 2000 actuarial valuation. There was a large
increase in the plan normal cost compared to a year before, from 7.52 percent of pay to 8.72 percent of
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pay. This was a significant change; the normal cost alone was now greater than the total contributions.
The normal cost plus expenses were 8.93 percent, which exceeds the total contributions (8.0 percent of
pay), by 0.93 percent of pay. The plan shows a contribution sufficiency of 0.88 percent of pay, but
only because of the negative amortization factor. The plan was 110 percent funded, and some of the
assets above the 100 percent funding level are used to offset the contributions that would otherwise be
required. The negative amortization factor was 1.81 percent of payroll.

Impacts on Later Valuations. For fiscal year 2001, the negative amortization factor was enough to
again create the appearance of a contribution sufficiency. The negative amortization factor was 2.17
percent, creating a contribution sufficiency of 1.21 percent of payroll. By 2002, however, the impact
of weak investment markets and a slight continued upward movement in normal costs were beginning
to show. The funding ratio fell from 112.07 percent of assets to 104.53 percent, due largely to the
impact of weak investment markets and the use of some of the surplus assets to cover part of the
_normal cost and expenses. By 2003 and 2004, as the weak investment markets of a few years early
continued to filter into the actuarial value of assets, the surplus assets have disappeared. In 2003, the
funding ratio dips marginally below full funding, with a 99.06 percent funding ratio. There is a
marginal amount of unfunded liability, and a posmve amortization factor zathcr than a negative one.
By 2004, the fund had moved back to full funding, but the essential result is that there are no surplus
assets of any significance, and the fund is therefore deficient by the full amount of the difference
between the normal cost plus expenses and the contributions. The official figure was a 1.33 percent
contribution deficiency. The 2005 results show that the fund now has unfunded obligations and a 95.6
percent funding ratio. The contribution deficiency has grown to 2.55 percent of pay.

Current Situation. The current situation is that all surplus assets have dissipated due to the mar kcts
and the use of previous smplus assets to cover all or part of the past contribution rate shortfalls, The
fund now has $373.6 million in unfunded liabilities, according to the actuarial valuation. Without an
increase in the contribution rate to cover the portion of normal cost plus expenses that is now
uncovered (the normal cost plus expenses 15 9.0 percent of payroll, while the total contributions are
8.0 percent of payroll), and a further increase to cover the amortization requirement (1.55 percent of
payroll according to this valuation), the funding ratio may continue to decline and the total
contribution requirement may grow, due to an increased need for amortization.

The presentation of actuarial valuation results as of July 1, 2005, for MSRS-General is shown below.

2005
Membership

Active Members 47,125
Service Retirees 19,202
Disabilitants 1,434
Survivors 2,731
Deferred Retirees 13,592
Nonvested Former Members 7.702

Total Membership 91,786

Funded Status
Accrued Liability
Current Assets
Unfunded Accrued Liability

$8,455,335,998
$8.081.736.374
$373,599,624

Funding Ratio 95.58%
Financing Requirements
Covered Payroll $2.084,561,802
Benefits Payable $347.959,178
Normal Cost 8.79% $183,131,914
Administrative Expenses 0.21% $4.377.580

Normal Cost & Expense

Normal Cost & Expense
Amortization
Total Requirements

Employee Contributions 4.00% $83,382.472
Employer Contributions 4.00% $83,382,472
Employer Add'l Cont. 0.00% $0
Direct State Funding 0.00% $0
Other Govt. Funding 0.00% $0
Administrative Assessment 0.00% $0

Total Contributions

9.00% $187,509.,494

9.00% $187,509,494
1.55% $32.310.708
0.55% $219,820.,202

8.00% $166.764,944

Total Requirements 10.55% $219,820,202

Total Contributions 8.00% $166.764.944
Deficiency (Surplus) 2.55% $53,055.258

Amortization Target Date 2020

Actuary Segal
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Discussion and Analysis

S.F. 264 (Betzold, by request); H.F. 1757 (Smith) raises the MSRS-General Plan matching employee and
employer contribution rates in steps over several years, from 4.0 percent currently to a final level of 5.0
percent in 2010. The bill raises various pension and related public policy issues, as follows:

1.

)

I

Accuracy of Current Actuarial Valuation/Current Need to Address. The issue is the extent to which
the current contribution deficiency reflects a real problem rather than an actuarial study data problem
or methodology problem. The Commission may be reluctant to take action if it lacks confidence in
the 2005 actuarial valuation results. The MSRS funding problem is fairly new and was modest as a
percentage of pay until the 2005 valuation. The actuarial valuations are prepared by The Segal
Company, the actuary that was jointly retained by the large fund plan administrators, and MSRS has
been somewhat concerned about communication concerns with the actuary and quality issues with the
studies being performed. '

Resources to Address the Problem. The issue is whether there are sufficient resources or will to
address the MSRS-General funding situation given long standing funding problems in other funds.
The Commission may conclude that other matters, such as the funding problem of the Minneapolis
Teachers Retirement Fund Association (MTRFA) and the St. Paul Teachers Retirement Fund
Association (SPTRFA) are more urgent. The Commission may also wish to be aware that several
other pension funds have bills requesting increased contributions, including the State Patrol
Retirement Plan and MSRS-Correctional Plan.

Cost. The issue is the added cost on the state employing units. The employer contribution increase
will increase employer cost by $6 million in 2007, by 12.6 million in 2008, by $19.8 million in 2009,
and by $27.7 million in 2010. Thereafter, the $27.7 million amount for 2010 will increase over time
by the rate of increase in covered payroll.

Negative Amortization Issues. As part of long-term solutions to the MSRS-General, the State Patrol
Retirement Plan, and the PERA-P&F funding issues, the Commission may wish to revisit the use of
negative amortization. Use of negative amortization masks the problem of contribution rates that are
not sufficient to cover normal costs and expenses. When a pension fund has considerable surplus
assets (assets in excess of full funding), negative amortization occurs and can hide the implications of
having employee and employer contribution rates below levels needed to cover normal cost plan
expenses. With negative amortization, the fund may continue to run contribution surpluses for a few
years, as occurred in MSRS-General. Unfortunately, in reality, the surplus assets are not slowly
worked off over very long time periods, as assumed in the law and in the negative amortization
calculation, but rather in a very brief period of time when there is a severe turn in the investment
markets. Suddenly, the plan can find itself in a situation where there are no surplus assets, the plan is
less than fully funded, and the contributions are severely deficient.

Phase-In Issues. The issue is the phase-in of increases over a multi-year period, with the first increase
scheduled to occur on July 1, 2007, and the last to occur on July 1, 2010. The Commission may wish
to shorten or length that phase-in period. The phase-in period may help the state to budget for the
change, but a phase-in period will delay fully addressing the problem (assuming a problem remains)
and results in additional unfunded liability, which increases the total cost of eliminating the
deficiency. A shorter phase-in period will lower the total cost; a longer phase-in period will increase
the total cost.

Increase Amount. The issue is the amount of the increase over time. It is not possible to predict with
any accuracy what this plan’s condition will be several years in the future. Thus, we can not determine
with any accuracy what whether the increase proposed in 2008, 2009 and 2010 will well match the
needs of this plan. The Commission may wish to have the MSRS Executive Director justify the
amount of the proposed increase, and use of the propose phase-in.

Employee/Employer Burden for Retiring Unfunded Liability. The issue is how the employees and
employers should share in retiring the unfunded liability. Presumably, the contribution increases
proposed in this bill are intended to cover all of the contribution needs of the plan, including retiring
any unfunded liability that may occur in the near future. The Commission’s Principles of Pension
Policy state that for general employee plans, the employees and employers should share equally in
covering the normal cost and expenses, and both may be required to share some financial
responsibility for the amortization requirement. The Commission may wish to consider whether it
supports the sharing that would occur under this bill. The employee and employer contributions will
result in an equal sharing of all normal costs, expenses, and amortization to retire any unfunded
liability.

Aid/Appropriation Issues. Any increase in employer contributions may result in requests for increased
aid or appropriations. For example, many University of Minnesota employees other than the faculty
are covered by MSRS-General.

Page 4 EB 011306-2



9. Position of Employee Groups. The Commission may wish to have testimony by state public employee
unions or other groups impacted by this legislation to hear their concerns and to determine the level of
their support for this bill.

10. Uniformity Issues. The bill could add to uniformity problems. Plans are truly uniform when similar
employees have the same benefit provisions and pay the same percentage of pay for that pension plan
coverage. MSRS-General provides benefits comparable to PERA-General, TRA and the first class
city teacher plans. Contribution rates between these plans, however, are not uniform. In the longer
term, the Commission may wish to consider other options, such as merging comparable plans to create
a system where similar individuals are paying the same percentage of pay for their pension coverage.

Potential Amendments for Commission Consideration

Amendment LCPRO5-114 could be used to revise the amount of the increases, to remove the phasing-in
period, and, if desired, to also change the date that the contribution increase will occur. Under the
amendment there will be a single increase in the employee and employer contribution rates, at a level to be
specified, rather than a phase-in period. The proposal contained in the bill is to increase both rates over
several years from four percent to five percent. The Commission could insert the same rate in each blank,
or could insert different rates if the Commission wished to have the employer pay a larger share of the
unfunded liability. The final blank in the amendment to be filled is the effective date. The bill proposes a
2007 effective date. The Commission could keep that date by inserting “2007" in the blank (or by striking
the applicable line from the amendment), or could insert another date.

Amendment LCPR05-115, an alternative to LCPR05-114, could be used if the Commission chose to
retain the phase-in period, but feels that the final increase is unnecessary given the expected contribution
requirements. If the deficiency stays at the level indicated in the 2004 valuation, that increase might be
more than is needed. The amendment removes the final July 1, 2010, contribution increase from the bill.

Amendment LCPROS5-116, an alternative to either of the above two amendments, keeps the phase-in
period as stated in the bill, but moves it up one year with the first increase occurring on July 1, 2006,
rather than 2007, and the final increase occurring on July 1, 2009, instead of in 2010.

Amendment LCPR05-117, an alternative to any of the earlier amendments, is comparable to LCPRO5-
116, but it also removes the final contribution rate adjustment, so that the final rate is 4.75 percent rather
than 5.0 percent.
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01/13/06 03:46 PM PENSIONS EB/LD

................ moves to amend S.F. No. 264; H.F. No. 1757, as follows:

Page 1, lines 10 and 21, strike "4.0" and insert "..."
Page 1, lines 11 to 16 and 22 to 25, delete the underscored language
Page 2, delete lines and 2

Page 2, line 28, delete "2007" and insert "...."
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01/13/06 03:47 PM PENSIONS EB/LD

cereeeeneei. MOVES to amend SF No. 264; H.F. No. 1757, as follows:
Page 1, line 13, delete everything after the underscored period

Page 1, line 16, delete the underscored language

Page 2, line 1, delete everything after the underscored period

Page 2, delete line 2
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01/13/06 03:51 PM PENSIONS EB/LD

................ moves to amend S.F. No. 264; H.F. No. 1757, as follows:
Page 1, lines 11 and 22, delete "2007" and insert "2006"

Page 1, lines 12 and 23, delete "2008" and insert "2007"

Pége 1, lines 14 and 25, delete "2009" and insert "2008"

Page 1, line 15, delete "2010" and insert "2009"

Page 2, line 1, delete ”_2Q1Q” and insert "2009"

Page 2, line 28, delete "2007" and insert "2006"
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................ moves to amend S.F. No. 264; H.F. No. 1757, as follows:
Page 1, lines 11 and 22, delete "2007" and insert "2006"

Page 1, lines 12 and 23, delete "2008" and insert "2007"

Page 1, lines 14 and 25, delete "2009" and insert "2008"

Page 1, line 15, delete everything after the underscored period

Page 1, line 16, delete the underscored language

Page 2, line 1, delete everything after the underscored period

Page 2, delete line 2

Page 2, line 28, delete "2007" and insert "2006"
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12/09/04 | {REVISOR ] CMG/JK 05-0768.

Senator Betzold, by request, and Senators Larson and Pogemiller introduced--
S.F. No. 264: Referred to the Committee on State and Local Government Operations.

A bill for an act
relating to retirement; increasing contribution rates
for certain state employees; amending Minnesota
Statutes 2004, sections 352.04, subdivisions 2, 3;
352D.04, subdivision 2.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:
‘Section 1. Minnesota Statutes 2004, section 352.04,
subdivision 2, is amended to read:

Subd. 2. [EMPLOYEE CONTRIBUTIONS.] The employee

~contribution to the fund must be equal to 4.0 percent of

salary. On July 1, 2007, the employee contribution must be
equal to 4.25 percent of‘salary. On July 1, 2008, the employee

contribution must be equal to 4.50 percent of salary. On July

1, 2009, the employee contribution must be equal to 4.75 percént

of salary. On July 1, 2010, the employee contribution must be

equal to 5.0 pefcent of salary. These contributions must be
made by deduction from salary as provided in subdivision 4.
Sec. 2. Minnesota Statutes 2004, section 352,04,
subdivision 3, is amended to read: . ‘
Subd. 3. [EMPLOYER CONTRIBUTIONS.] The employer
contribution to the fund must be equal to 4.0 percent of

salary. On July 1, 2007, the employer contribution must be

equal to 4.25 percent of salary. On July 1, 2008, the'employet

contribution must be equal to 4.50'percent of salary. On July

1, 2009, the employer contribution must be equal to 4.75 percent

Section 2 1 ‘ S.F. 264
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of salary. On July 1, 2010, the employer contribution must be

equal to 5.0 percent of salary.

Sec. 3. Minnesota Statutes 2004, section 352D.04,
subdivision 2, is amended to read:
| Subd. 2. [CONTRIBUTION RATES.] (a) The money used to
purchase shares under this seetion is the employee and employer
contributions provided in this subdivision.
(b) The emplofee contribution is an amount eQual to the
emp}eyee—eontribntéon—specified-in-sect&eneaséré47~subdivi3ien~2

four percent of salary.

" (¢) The employer contribution is an amount equal to six

.percent of salary.

(d) These contributions must be made in the manner provided
in section 352.04, subdivisions 4, 5, and 6.

(e) For members of'the legislature, the contributions under
this subdivision also must be made on per diem payments received
during a regular or special legislative session, but may no£ be
made on per diem payments received outside of a regular or
special legislative session, on the additional compensation
attributable to a-leadership position under section 3.099,
subdivision 3, living expense payments under section 3.10;, or
special session living expense payments under section 3.103.

(£) For a judge who is a member of the unclassified plan
under section 352D.02, subdivision 1, paragraph (c¢), clause
(16), the employee contrlbutlon rate is eight percent of salary,
and there is no employer contribution. ‘

Sec. 4. [EFFECTIVE DATE. ]

Sections 1 to 3 are effective July 1, 2007.

s ‘  S.F. 264




