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General Summary ofH.F. i 139 (Murphy, M., by request); S.F. 629 (Betzold)

H.F. i 139 (Murphy, M., by request); S.F. 629 (Betzold) makes accrual date revisions in the Legislators
and Judges plans to make them consistent with other Minnesota State Retirement System (MSRS) plans;
clarifies University of Minnesota employee coverage; permits General State Employees Retirement Plan
of the Minnesota State Retirement System (MSRS-General) coverage for incidental employment as state
employees by teachers; revises interest payment requirements on authorized unpaid leaves of absence and
requires full actuarial value payment if payment is not received within one year of the end of the leave;

removes the death whDe active or defened five-year, tel11-ceiiain survivor option and removes the
75 percent of prior pay limit on those benefit amounts; clarifies applicable contribution rates on breaks in
service to provide military service; clarifies the application ofMSRS law to State Fire Marshal
employees; adds an anti-gal1ishment provision to the health care savings account law; clarifies
Unclassified Employees Retirement Program of the Minnesota State Retirement System (MSRS-
Unclassified) coverage groups; authorizes transfers fi'om MSRS-Unclassified to MSRS-General up to one
month after tel11ination of employment; removes all retroactivity to MSRS-Unclassified annuities; and
revises the MSRS/Public Employees Retirement Association (PERA) combined payment provision.

Section-by-Section Summary and Analysis

Section 1 amends Minnesota Statutes, Section 3A.02, Subdivision 1, the Legislators Retirement Plan
retirement qualification provision, by having the annuity accrue following the executive director's receipt
of the application rather than beginning with the first day of the month of receipt of application; by
removing obsolete language; and by clarifying that an unreduced retirement requires that the annuity
commence no earlier than n0l11al retirement age (currently age 62).

Section 1 can be considered to be the Legislators Retirement Plan nonnal retirement age provision. The
proposed revision clarifies the provision and removes obsolete language, but one question is whether it
also may slightly revise accrual dates.

Policy issues raised by Section 1 are:

1. Possible Delay in Accrual Date. While the new language seems to revise accrual dates, the change
may not have any substantive impact. The existing law language (which is being stricken) states

(page 2, lines 8-9) that the annuity accrues "beginning with the first day ofthe month" in which the
application is received. That suggests that ifthe application is made on, for example, the 20th ofthe
month, the annuity is retroactive to the first of the month. hi contrast, the new language states that
the annuity accrues "following receipt by the director." That suggests that if application is made on
the 20th the annuity would now accrue on the 20th rather than retroactive to the first of the month, or
possibly in practice it would commence on the first day of the following month. However, none of
this may matter because of existing law language, page 2, lines i 4-16, which allows annuities to be
retroactive up to 180 days. Thus, under the existing law language and under the proposed language,
it seems that the retiring legislator could have the ammity accrue at the beginning of the month in
which the application is made, or even earlier, provided that on or before the specified accrual date
the legislator had left the Legislatme and satisfied applicable age and service requirements.

2. Consideration of Legislators Plan Early Retirement Provision Revision. Amendment HI 139-1A
could be used to also clarify the plan's early retirement provision, Section 3A.02, Subdivision 1 b, to
more clearly state the minimum early retirement age, which is age 55, and to remove obsolete
language. Under existing law, that minimum early retirement age was described, but not specified, to
be set by the MSRS board with a requirement that it not be earlier than the MSRS-General early
retirement age. When the board implemented that provision several years ago, it set the Legislators
Retirement Plan early retirement age equal to that ofMSRS-General, which is age 55. This
amendment can be used to inseii age 55 in place of the process described in the law to set that age.
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Section 2 amends Minnesota Statutes, Section 352.01, Subdivision 2a, the MSRS-General included
employees provision, by removing obsolete language and by clarifying that MSRS coverage includes
employees ofthe University of Minnesota unless excluded by action of the University Board of Regents.

MSRS proposes to remove from the included employee provision employees ofthe Disabled American
Veterans and Veterans of Foreign Wars if employed before July 1,1963, and employees of the Aimory
Building Commission. Also, MSRS would add a University of Minnesota reference. That proposed
language is a minor opposite of language currently in the MSRS excluded employee provision. That
existing law language, which appears on page 4, lines 14 and 15, excludes from MSRS coverage any
University of Minnesota employees excluded by the Board of Regents.

Section 3 amends Minnesota Statutes, Section 352.01, Subdivision 2b, the MSRS-General excluded
employees provision, by moving language to more appropriate clauses; by clarifying that independent
contractors are excluded regardless of the payment alTangement excluding intel1s hired for six months or
less unless the individuals are eligible for an immediate appointment at the end of that period; by
removing obsolete language related to the Comprehensive Employment and Training Act (CETA); and by
peimitting MSRS-General coverage for teachers for incidental employment as a state employee not
covered by one of the teacher retirement associations.

Policy issues raised by Section 3 are:

1. Implications ofIntern Language. The Commission may wish to have testimony from MSRS
regarding the proposed language for intel1s to determine whether this is a substantive change which
could create harm, or whether it amounts simply to clarification. (On page 5, lines 18 to 19, MSRS is
adding a statement that f0l11ally excludes from coverage "intel1s hired for six months or less" unless
the individuals are eligible for immediatè appointment to a permanent position at the end of the
intel1 period.) The new language may be intended as claiification that interns are another name for
or are equivalent to "trainee employees" who are already excluded fi'om coverage unless they qualify
for immediate appointment at the end of that period.

Amendment H1139-2A would remove the proposed intel1 language.

2. Implications of Expanding Coverage to Include Ceiiain Incidental Employment by Teachers. The
language on page 5, lines 28 and 29, would allow certain teachers who are receiving a full year of service
and salary credit in a teacher pension plan to be covered by MSRS-General for incidental employment as
a state employee not covered by a teacher plan. An example provided by MSRS is that of a teacher who
has a full year of coverage by the applicable teacher plan due to teaching service provided duiing the
school year, and who is employed in the sunU11er as a groundskeeper or maintenance worker at a state
university. This secondary employment is state employment that would ordinarily qualify the individual
for MSRS-General coverage, but existing law prohibits that coverage because oflanguage (page 5, lines
25 to 27) excluding the individual due to the full year ofteacher plan coverage.

The most likely justification for the existing law language is to prohibit double coverage. Under
that existing language, state employees who are teachers and who are covered for that teaching
employment by a teacher plan cannot also be covered for that same employment by MSRS-
General. However, it is unclear the extent to which the existing law language reflects an intended
legislative policy regarding incidental state employment situations by teachers.

Under existing law, a teacher who provides some additional employment beyond that necessary to
qualify for a full year of service in the teacher plan wil be treated differently for pension purposes
depending upon the natme of the incidental employer. Ifthe additional employment is teaching
summer school for the same school district or another district covered by the plan, the additional
salary would be included for pension purposes and would boost the eventual pension computation
amount if it fell within the highest five salary years. However, ifthe supplemental employment
was as a state employee in work not covered by the teacher plan, that employment would be
uncovered. Under CUlTent law, MSRS is prohibited from providing coverage.

MSRS is proposing to allow MSRS-General coverage for that incidental employment situation.
The outcome would be similar to having all employment covered by the teacher plan, except that
the eventual total pension benefit would be the sum of benefits from two plans, the teacher plan
and MSRS-General, rather than from one plan. Presumably, the Combined Service Annuity
provision, Section 356.30, would be used, and the benefit would be based on the combined salary
from both positions, assuming these years fell into the high-five years.
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The proposed treatment seems consistent with peimitted treatment under current PERA law.
PERA's excluded employee provision, Section 353.01, Subdivision2b, Clause (6), excludes from
PERA coverage any individual required by law to be covered by another plan. However, that
clause includes a statement that "this clause must not be construed to prevent a person from being
a member of and contributing to the Public Employees Retirement Association and also belonging
to and contributing to another public pension plan or fund for other service occulTing during the
same period of time."

The Commission may wish to consider whether to allow the MSRS proposed treatment. The
proposal does seem consistent with treatment permitted under PERA law. However, the proposal
wil increase MSRS liabilities, and seems likely to impact teacher plans through the effect of
combining salary for benefit computation purposes under the combined service annuity provision.
The Commission may wish to hear testimony from TRA or other teacher plans regarding concel1S
they may have about this provision.

Amendment HI 139-3A removes the proposed teacher supplemental employment provision.

Section 4 amends Minnesota Statutes, Section 352.01, Subdivision 11, the MSRS allowable service
provision, by removing obsolete language related to pre-July 1, 1957, service; by moving language to new
paragraphs; and by revising the authorized leave of absence clause by referencing a new payment
procedure found in Section 5.

Section 5 proposes new language in the fonn of Mil1nesota Statutes, Section 352.02, the authorized leave
of absence service credit purchase procedure. Members ofMSRS plans covered by Chapter 352 who go
on an authorized leave of absence without pay, not to exceed one year, and who want to obtain service
credit, can purchase service credit for the leave period by making the contributions plus interest within
one year of the end of the leave, or by paying full actuarial value thereafter.

The intention of the revised leave payment requirements in Sections 4 and 5 is to address flaws in the
payment requirements for MSRS authorized leaves to better protect the pension fund. Under the leave
provision as stated in CUlTent law, an individual may obtain service credit by paying the employee and
employer contributions within one year ofretul1ing from the leave, without interest. If contributions are
not made within that timeframe, they may be made any time prior to retirement with 8.5 percent interest
(the predicted long-tenn investment retul1 rate; i.e., the assumed actuarial rate ofretul1).

The existing law alTangement hanns a defined benefit pension fund. Any delay in receiving contributions
shoiichanges the pension fund by not receiving interest to compensate for the lost investment eal1ings.
When contributions are delayed more than one year, the existing law provision does require interest, but
the total payments can be far less than the value of the service credit received if there is a considerable
delay in making payment.

To keep a pension fund whole when contributions are made shortly after retul1ing from the leave, interest
is needed. When delays are longer, it is best from the standpoint of the pension fund to not allow any
service credit purchase. The next best altel1ative, when there is a long delay, is to require payment of full
actuarial value. A full actuarial value payment is intended to equal the additional liability created in the
fund by the pmchase. Thus, the individual is neither penalized nor subsidized, and none of the true cost of
the service credit purchase is shifted to other plan contributors. Any full actuarial value estimation
method, however, must be accurate to provide the desired result. Allowing full actuarial value payments
does place some risk on the pension fund - the risk that the payments wil not be sufficient due to elTors in

the methodology and in the many assumptions used in the computation.

Although in recent decades the Commission has emphasized maintaining the financial health of the
pension funds, the payment policy for leave of absence situations in pension plans is often deficient,
because the Commission has not recently reviewed and revised those payment tenns. Section 356B.05
requires pension plan administrators to adopt unifol11 proposals to address features of their defined
benefit plans. One area where that law specifically requires the administrators to recommend unifonn
proposals to the Commission is leaves of absences. Although this administrative proposal mandate has
been in the law since the mid- 1 990s, the administrators have yet to provide a proposaL.

Attachment A provides a brief summary of payment terms for leave of absence provisions in the general
employee plans, MSRS, PERA, TRA, and the first class city teacher plans. Measmed against a goal of
protecting the pension fund, many of the procedures are deficient, some considerably deficient. The
attachment indicates that many plans have provisions allowing service credit for military leaves/breaks in
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service. The federal govel1ment requires consistency of pension plan provisions with the Unifonned
Services Employment and Reemployment Rights Act (USERRA). The military leaves/breaks in service
provisions in Minnesota law are the result of legislation enacted in 2004 (Laws 2004, Chapter 267, Article
3) to make Minnesota plans compliant with USERRA. That federal-mandated compliance required some
tradeoff against protecting to the fund. Under these provisions, individuals who went on a military leave
from their Minnesota public employment or who had a break in that Minnesota public service to provide
miltary service, can make employee contributions to the pension fund during a time period that is three
times the length of the provided military service, but not less than one year or more than five years. If the
employee makes the contribution, the employer is required to make the employer contributions. USERRA
is generally interpreted as prohibiting charging the employee any interest. To limit the shortfall to the
pension fund, the Legislatme required the employer to cover the interest on the employee and employer
contributions. Despite that interest requirement, because ofthe possible extended time periods, the
actuarial value could exceed the payments made to the pension fund.

The plans also have service credit purchase for uncredited military service provisions. These are the last
of the full actuarial value service credit purchase provisions enacted into law in the late 1990s and early
2000s covering various types of uncovered service. All provisions except those involving military service
have expired. These provisions allow service credit purchases by individuals who perfonned military
service before becoming public employees, or who had a break in public service but failed to take
advantage in a timely manner of the more generous treatment under the military leaves/breaks in service
provision discussed above. The purchase tenns are full actuarial value and prior to retirement.

In non-military service situations, the PERA personal/parental/medical leave provisions protect the fund
reasonably well. The provision requires payment of contributions plus interest within one year of the end of
the leave, with payments not pennitted after that date. An improvement might be to require interest from the
midpoint of the leave. The PERA periodiclrepetitive leave has similar requirements. The TRA sabbatical
leave treatment is fiscally sound - the employee, who must receive a minimum of one-third salary while on
the leave, wil have full-time equivalent employee contributions deducted from pay, and the employer also
transmits the cOlTesponding employer contiibutions to the fund, so payment is received by the fund at the
time that the service credit would be earned. Other TRA leave provisions are not fiscally sound, as they
delay receipt of contributions until after the end of the leave and do not require interest. The TRA parental
leave requires payment of contributions by the end of the fiscal year following the fiscal year in which the
leave occurs, but without interest. The TRA family leave is similar. First class city teacher plan leave
requirements tend to be similar to those ofTRA. MSRS, rather than having several different leave
provisions, has one, its general leave of absence provision. The provision is not fiscally SOlU1d - it peimits
payments to be made within one year of the leave without interest, or with 8.5 percent aimual interest any
time prior to retirement. The lack of interest in the year following the leave, and the lack of a full actuarial
value requirement when payment is made many years later can harni the fund.

The last leave provision noted in Attachment A is a service credit for strike periods provision applicable
to most plans, coded in Chapter 356. This provision represents the Commission's most recent work on
leave of absence or similar provisions, and was enacted in 2005. To receive service credit for a strike
period, the provision requires payment of employee and employer contributions plus interest within one
year of the end of the strike, or a full actuarial value payment if made after one year and before five years
of the end of the strike. Payments are not pennitted after five years.

Policy issues raised by Sections 4 and 5 are:

1. Treatment of Cmrent Leaves. The new payment procedme would apply to leaves commencing
after the effective date. The issue is the whether the revision should apply to existing leaves.

2. Need for Change/Nature of Change. The issue is whether the revised MSRS authorized leave of
absence payment procedure should be enacted. The revised procedme wil better protect the
pension fund by requiring interest on payments made within the year following the leave, and by
requiring a full actuarial value payment thereafter.

Amendment H1139-4A removes the revised procedme, leaving the existing process unchanged.

Amendment HI 139-5A keeps the proposed revised procedme but prohibits payments after five
years (like the five-year requirement enacted in 2005 in the strike period service credit purchase
provision) rather than allowing full actuarial value payments up to the time of retirement.

Another altel1ative is for the Commission to remind plan administrators of the requirement in law
that they submit a uniform proposal to the Commission in an administrative bil, and to delay any
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action until a future year when that more global proposal can be reviewed. An argument for not
delaying is that the types of changes MSRS is proposing are likely to be part of any uniforni
approach that the Commission might adopt, and any delay wil only prolong harni to the fund.

Section 6 revises Minnesota Statutes, Section 352.12, Subdivision 2a, the MSRS-General death while
active or deferred surviving spouse term-ceiiain provision, by striking the five-year terni-ceiiain option,
and by striking the requirement that monthly payments not exceed 75 percent of the high-five monthly
salary ofthe deceased employee.

MSRS notes that the five-year tenn-ceiiain option in death while active or defened cases is one that might
be selected by a surviving spouse who is gravely il with a very limited life expectancy. In recent years,
MSRS and PERA have proposed removing the five-year terni-certain annuity, in part because that option
no longer qualifies for favorable tax treatment.

The proposal is to strike the five-year teiTI-certain option and the requirement that payment not exceed 75
percent ofthe deceased member's high-five average salary. The Commission and the Legislature revised the
comparable PERA provision in 2006 (Laws 2006, Chapter 271, Article 3, Section 24), but in a maimer that
differs fi'om the MSRS proposaL. PERA proposed to remove the five-yeai' option but did not recommend
removing the 75 percent cap on monthly payments. Consistent the PERA' s request, the 2006 Legislature
removed the PERA five-year tenii-certain but left the 75 percent cap language in law. In written conmients,
MSRS contends that the 75 percent of high-five salary limit creates a hardship for some smviving spouses facing
financial difficulty, and that the existing law language negatively impacts the survivors of a deceased long-
service employee near retirement. The Commission may wish to consider that ifthe five-yeai' option is removed,

(which requires a large payout over a few-yeai' period), it is less likely that the 75 percent of salary cap language
wil be problematic. That might be why PERA did not propose striking its 75 percent cap language in 2006.

The policy issue raised by Section 6 is:

1. Nature ofthe Change. The issue is whether to remove the MSRS five-year death while active or
defened tenn-certain survivor aimuity option and the 75 percent of salaiy cap, or just the five-year tel1l
certain, or just the 75 percent cap, or neither. The Commission may wish to hear testimony from PERA
about the 2006 legislation and fi'om MSRS regarding why its proposal should differ from PERA law.
h12006, the Commission removed PERA's five-year term ceiiain, but left the 75 percent cap.

Amendment Hl139-6A removes section 6, leaving the provision unchanged.

Amendment Hl139-7 A removes the five-year tenn-ceiiainoption but leaves the 75 percent cap.

Amendment H1139-8A leaves the five-year temi-ceiiain option but removes the 75 percent cap.

Section 7 revises Minnesota Statutes, Section 352.27, the MSRS credit for break in service to provide
unifol11ed service provision, by clarifying that the applicable contribution rates are those of the plan under
Chapter 352 that provides the coverage. As discussed previously, this is a USERR-compliant military
leave/break-in-service provision enacted in 2004 and covering employees in the MSRS plans included in
Chapter 352 (MSRS-General for most employees; MSRS-General with minor variations for certain
Military Affairs employees, transportation pilots, and State Fire Marshal employees; and the Correctional
Employees Retirement Plan ofthe Minnesota State Retirement System (MSRS-Con'ectional), all of which
are defined benefit plans. The drafting is an effort to clarify that the applicable contribution rates are
those in the chapter for the specific plan providing the coverage.

The policy issue raised by Section 7 is:

1. Lack of a Provision for Defined Contribution Plans. The proposed clarification of applicable
contribution rates in this provision is not controversiaL. If there is a noticeable deficiency in military
leave/break-in-service policy, it is the lack of aiiy provision for USERR-compliant militaiy
Ieavelbreak-in-service provisions for defined contribution plans. In 2004, the Legislature made the
various defined benefit plan provisions USERR-compliant, but did not address the question of
what, if anything, should be done for defined contiibution plans. The primaiy defined contribution
plans are the Unclassified Employees Retirement Program ofthe Minnesota State Retirement
System (MSRS-Unclassified), coveiing legislative employees, high-level offcials in the Executive
Branch, and many legislators; the PERA Defined Contiibution Plan, covering local govel1ment
officials, some public employee physicians, city managers, St. Paul POli Authority employees, and
emergency rescue personnel; and the various individual retirement account plans (IRP, for higher

education employees, the Aiis Board, Humanities Commission, and Miimesota Historical Society).
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MSRS contends that it would interpret the military leave/break-in-service provision in Chapter 352

(Section 352.27) as being applicable to MSRS-Unclassified. This is based on a statement in Section
352D.09, Subdivision 1, which indicates that provisions of Chapter 352 apply not inconsistent with
Chapter 352D. The problem is that the Section 352.27 military leave/break-in-service provision is
intended for a defined benefit plan and does not well fit a defined contribution situation. Under
Section 352.27, an individual is making contributions to obtain service credit, but service credit has
little meaning in a defined contribution plan. The benefit provided by a defined contribution plan is
the annuity that can be supported by the account's value at the time of retirement, which has no
direct relation to service credit. The Commission may wish to consider an amendment to create a
military leave/ break-in-service provision specifically for defined contribution plans.

Amendment H1139-9A creates a provision in Chapter 356 to be applicable to MSRS-
Unclassified, the PERA Defined Contribution Plan, and the IRAP plans, specifying that when an
individual retums fi'om a break in service to provide military service, the individual can make
employee equivalent contributions to the plan and, if those are made, the employer must make the
conesponding employer contributions. This amendment bonows considerable structure from the
approach adopted for defined benefit plans a few years ago.

Amendment Hl139-10A is comparable to Amendment HI 139-9A, except that it also requires the
employer to pay imputed interest on the employee and employer contributions, with interest at a rate
to be specified by the Commission. This provides some compensation for the time value of money,
compensating the employee for delay in making the contributions. This amendment has two
drawbacks. First, it places additional financial burden on the employers. Second, it may be difficult
to set an interest rate (investment return rate) that is reasonable in all situations, since the investment
return that might be eamed is a function of rates available at a point in time, and is also a function of
the investment vehicles selected by the individuaL. A reasonable rate ofretum for a stock portfolio
might be very different from that of a portfolio devoted to bonds and cash equivalents.

Amendment H1l39-11A, an altemative to either Hl139-10A or HI 139-9A, allows, but does not
require, the employer to provide interest, not to exceed 8.5 percent on the employee and employer
contributions. If an employer chooses to pay interest, it must provide that interest payment to all
employees of that employing unit who make employee equivalent contributions under the section.

Section 8 revises Minnesota Statutes, Section 352.951, a general law application provision, by indicating
that the chapter is generally applicable to State Fire Marshal employees under Section 352.87.

In 1999, State Fire Marshall employees who are covered by MSRS-General were given an age 55 nOlmal
retirement age and a 2.0 percent annuity accrual rate, and enhanced disability provisions, along with
higher contribution rates. These provisions are all included in subdivision of Section 352.87. Except as
specified in that section, Chapter 352 applies to this plan. The revision in Section 8 should have been
made in 1999 as a conforniing change.

Section 9 revises Minnesota Statutes, Section 352.98, the MSRS health care savings account provision, by
adding an anti-gamishment provision.

A policy issue raised by Section 9 is:

1. Need for the ProposaL. The issue is whether the anti-garnishment provision is appropriate. All
Minnesota pension plans are covered by an anti-garnishment provision (Section 356.401,
Subdivision 1). The MSRS Defened Compensation Plan, which is a Section 457 deferred
compensation plan rather than a tax-qualified retirement plan, has a separate non-gamishment
provision, Section 352.96, Subdivision 6. MSRS contends that federal law and additional rulings
from the Intemal Revenue Service require that programs such as this health care savings account
must be available only for reimbursement of eligible health care expenses, and that the anti-
gamishment provision is therefore appropriate and necessary.

Amendment H1139-12A would remove section 9 from the bil.

Section 10 amends Minnesota Statutes, Section 352D.02, the MSRS-Unclassified coverage provision, by
revising for clarity and by removing references to employing units that no longer exists, and by adding
employees of Minnesota Technology Incorporated (MTI) and the Agricultural Utilization Research Institute
(AURI), individuals employed by the Minnesota State Colleges and Universities System (MnSCU) as faculty
or in an eligible unclassified administrative position who was employed by the foniier state university or the
fonner community college system prior to May 1, 1995, and who elected MSRS coverage prior to May 1,
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1995, and a person employed by MnSCU who was employed in state service piior to July 1, 1995, who
subsequently was employed in an eligible unclassified administrative position.

The revisions do not expand coverage beyond that which is cUlTently pennitted under law. The additions to
the plan's coverage provision serve to make it easier to identify coverage groups. The existing law language
authorizing these groups to paiiicipate is found in Chapter 354B and uncoded law, and in Chapter 1160.

While beyond the scope of the current bil, at some point the Commission may wish to review the
appropriateness of public plan coverage for MTI and AURI employees. MTI was called the Greater
Minnesota Corporation prior to 1991. Legislation that created the organization in 1987 (Laws 1987,
Chapter 386, Article 2) stated that the MTI is a public corporation created by the state but its employees
are not state employees, although the enacting law specified that they were to have MSRS-Unclassified
coverage. That same legislation also required the MTI to create the AURI, which is described in law as a
Section 501(c)(3) nonprofit corporation whose employees were to have MSRS coverage. The 1987
Commission staff summary of pension legislation does not mention the MTI legislation, suggesting that
Commission staff and members were not aware of provisions giving MSRS coverage to MTI and AURI
employees. In more recent years, the Commission has provided a careful review of any proposals to
provide public plan coverage to nonpublic employees, due to conce11 about a public plan losing its tax-
qualified status if a public plan covers more than a de minimus percentage of non public employees.

Section 11 revises Miimesota Statutes, Section 352.D.02, Subdivision 3, the MSRS-Unclassified transfer to
MSRS-General provision, by reorganizing the provision and creating paragraphs, by revising references fi'om
"regular" plan to "general" plan, by revising obsolete language, and by pennitting individuals to elect a transfer
to MSRS-General up to one month after tennination of service, rather than prior to temiination of service.

A policy issue raised by Section 11 is:

1. Appropriateness of Transfer Date Change. The substantive change in this section is authorizing
individuals to elect a transfer to MSRS-General up to one month after te111ination of service,
rather than prior to termination of service. The Commission may wish to hear testimony from
MSRS on this matter. MSRS contends this change is needed for individuals who are tenninated
with little prior notice, to give them some minimum time period to elect a transfer despite no
longer being an active plan member.

There are other examples in cunent law ofteniiinated employees exercising rights more typically
reserved for active members. Both MSRS-General and PERA plans allow individuals to repay
refunds, which reestablishes service credit lost when the refund was taken, up to six months after
teniiination of active service (Minnesota Statutes, Sections 352.23 and 353.53, Subdivision 1).
PERA law treats plan disabilitants as active employees or quasi-active employees for various plan
purposes. PERA disabilitants are pel1iitted to repay refunds up to six months after disability
benefit have commenced (Section 353.33, Subdivision 1), allowing the individual to restore lost
service credit and create a higher benefit.

Amendment H1139-13A deletes the proposed language pe11iitting coverage transfers fi'om
MSRS-Unclassified to MSRS-General after tennination of service.

Section 12 revises Minnesota Statutes, Section 352D.06, the MSRS-Unc1assified accrual date provision,
by removing the authorization to have the annuity accrue up to six months retroactively.

A policy issue raised by Section 12 is:

1. Need for Change. This issue is whether the change is necessary. Current MSRS law allows
retroactivity on annuities in its defined benefit plans and in its defined contribution plan, MSRS-
Unclassified. While in the past Commission staffhas questioned the appropriateness of the
retroactivity, here it is being removed fi'om only one plan, raising a question of consistency. MSRS
contends this change is needed because when an annuity commencement date is made retroactive and
the annuity is paid through the Minnesota Post Retirement Investment Fund, it is necessary to pay
that fund interest, and with annuities generated by MSRS-Unclassified there is no "fund" to provide
that interest payment. The Commission may wish to hear testimony to detel11ine whether there is
suffcient justification for the change while comparable changes are not being proposed in the
defined benefit plans.

Amendment Hl139-14A reinstates the retroactivity provision.
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Section 13 revises Minnesota Statutes, Section 356.405, the MSRS/PERA combined payment of annuities
provision, by requiring that the separate payment from one of the plans would have been under $250 per
month to qualify for this treatment; by requiring the individual to select either an identical joint-and-
survivor annuity from each plan or a single-life annuity from each plan; and by removing requirements
that each fund must be compensated for future mortality gains or losses, that there be no net liability
realized by either plan, and that the retiree must agree in writing for this treatment.

Section 14 revises Minnesota Statutes, Section 490.121, Subdivision 15a, the Judges Retirement Plan
early retirement date definition, by specifying that early retirement date means any date after a judge
attains age 60, rather than the last day of the month after the judge attains age 60.

Section 15 revises Minnesota Statutes, Section 490.121, Subdivision 21d, the Judges Retirement Plan
mandatory retirement date definition, by specifying that mandatory retirement date means the date a judge
attains age 70, rather than the last day of the month in which the judge attains age 70.

Sectionl6 revises Minnesota Statutes, Section 490.121, Subdivision2lf, the Judges Retirement Plan

n011ial retirement date definition, by specifying that nonnal retirement date means the date a judge attains
age 65, rather than the last day of the month in which the judge attains age 65.

MSRS indicates that the revisions to Sections 14, 15, and 16 make the Judges Retirement Plan confonn to
treatment provided in other MSRS defined benefit plans. While this may be the case, it raises a question of
the impact these changes may have on benefits and plan cost. The changes appear to permit the accrual date
of annuities to commence immediately upon attaining the required age, rather than commencing at the staii
of the following month.

A policy issue raised by Sections 14 to 16 is:

1. Possible Impact of Plan Cost. The question is whether these changes in definitions wil allow earlier
accmal of annuities. hi material provided to Commission staff, MSRS claims there would be some
cost, although it is nominal and might be offset by administrative cost savings for programming and
staff training by not having requirements for Judges Retirement Plan accmal dates that depart from
those of other MSRS plans. The Commission may wish to hear testimony fi'om MSRS.

Amendment Hl139-15A would delete sections 14, 15, and 16.

Section 17 - Revisor's Instruction. The Revisor of Statutes is instmcted to replace references to Section
356.55 wherever it appears in statutes to Section 356.551, and to make any related grammatical changes.
Section 356.55 was the full actuarial value estimation procedure used whenever special law or general law
permitted a full actuarial value service credit purchase, unless an alte11ative method was specifically
mentioned in the applicable law. Section 356.55 was repealed in 2002, due to concems that the
methodology was not suffciently accurate, causing some individuals to be undercharged while others
were overcharged, and creating risk of uncovered liability for the pension fund. The repealed procedure
was replaced by another full actuarial value estimation procedure specified in Section 356.551. This
instruction to the Revisor will remove any remaining references to the repealed procedure and replace
them with the appropriate cross-reference to Section 356.551.

Section 18 - Effective Date. Sections 1 to 17 are effective the day following final enactment. The
revisions to the leaves of absence payment requirements in Sections 4 and 5 apply to leaves that
commence on or after the effective date.
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Plan

MSRS-General

MSRS-General

MSRS Plans

State Patrol

State Patrol

PERA -General
PERA-P&F
PERA-Corr.

PERA-General
PERA-P&F
PERA-Corr.

PERA-General
PERA-P&F
PERA-Corr.

PERA-General
PERA-P&F
PERA-Corr.

TRA
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Attachment A

Pension Plan Leave of Absence/Strike Period Provisions

Statute

352.01,
Subd. 11

352.27

352.275

352B.Ol,
Subd. 3a

352B.OL,
Subd. 3b

353.01.
Subd. 16,
Clause (4)

353.01.
Subd. 16,
Clause (5)

353.01.
Subd. 16,
Clause (7)

353.ü,
Subd. 16a

354.092

Natlle of Provision

General
Leave of Absence

Military Leave/
Break in Service

Service Credit Purchase
for Uncredited Military
Service

Service Credit Purchase
for Uncredited Military
Service

Military Leave/
Break in Service

Personal/Parental/
Medical Leave

Periodic/Repetitive
Leave

Military Leave/
Break in Service

Service Credit Purchase
for Uncredited Military
Service

Sabbatical Leave

Treatment

The length of the leave cannot exceed one year. Employee and all
employer contributions; employer may pay employer contribution on
behalf of employee. Payments must include 8.5% interest
compounded aiUlually if payment is not made within one year of the
end of the leave. No time limit on payments.

Employee makes employee contribution; employer pays employer
contribution and 8.5% annual compound interest on employee and
employer contributions from the end of each fiscal year of the leave
or break in service to the end of the month in which payment is
received. Payment must be made in five years or less, depending
upon the length of the military service.

Individuals with military service before becoming covered
employees or who failed to utilize the Military Leave/Break-in-
Service provision in a timely manner may purchase service credit at
full actuarial value for the initial period of enlistment, induction, or
call to active duty. Purchase must be made prior to retirement.

Individuals with military service before becoming covered
employees or who failed to utilize the Military Leave/Break-in-
Service provision in a timely manner may purchase service credit at
nill actuarial value for the initial period of enlistment, induction, or
call to active duty. Purchase must be made prior to retirement.

Employee makes employee contribution; employer pays employer
contribution and 8.5% annual compound interest on employee and
employer contributions from the end of each fiscal year of the leave
or break in service to the end of the month in which payment is
received. Payment must be made in five years or less, depending
upon the length of the military service.

The length of the leave cannot exceed one year. Employee,
employer, and any employer additional contributions; the employer
may pay the employer contributions on behalf of the employee. The
contributions must include 8.5 percent interest fi'om the end of the
leave until paid. Payment must be made within one year of the end
of the leave, or within 20 days following termination of employment,
whichever is earlier.

Leave not to exceed 280 hours per annual work cycle. Employee
pays employee contributions plus interest; employer pays employer
contributions plus interest. Interest is at 8.5 percent from the end of
the normal work cycle until paid. Payment must be made within one
year of the end of the work cycle or within 20 days after termination
of employment, whichever is earlier.

Employee makes employee contribution; employer pays employer
contribution and 8.5% annual compound interest on employee and
employer contributions from the end of each fiscal year of the leave
or break in service to the end of the month in which payment is
received. Payment must be made in five years or less, depending
upon the length of the military service.

Individuals with military service before becoming covered
employees or who failed to utilize Section 353.01. Subd. 16, Clause
(7), in a timely manner may purchase service credit at full actuarial
value for the initial period of enlistment, induction, or call to active
duty. Purchase must be made prior to retirement.

Employee must receive a minimum on one-third normal salary while
on the leave. The employer wil deduct the full-time equivalent
employee contributions from pay and wil also make the nill-time
equivalent employer contributions. Payments are made through
normal payroll process.
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Plan Statute
TRA 354.093

TRA 354.094

TRA 354.095

TRA 354.096

TRA 354.53

TRA 354.533

First Class City 354A.091
Teacher Plans

First Class City 354A.092
Teacher Plans

First Class City 354A.093
Teacher Plans

First Class City 354A.095
Teacher Plans

First Class City 354A.096
Teacher Plans

First Class City 354A.097
Teacher Plans

All 356.195

H 1139-S0629 Memo

Nature of Provision

Parental Leave

Extended Leave

Medical Leave

Family Leave

Military Leave/
Break in Service

Service Credit Purchase
for Uncredited Military
Service

Extended Leave

Sabbatical Leave

Military Leave/
Break in Service

Parental and
Maternity Leave

Medical Leave

Service Credit Purchase
for Uncredited Military
Service

Service Credit for
Strike Period

Treatment

The length of the leave cannot exceed one year. The employee must
pay the employee and all employer contributions by the end of the
fiscal year following the fiscal year in which the leave ends.

Employee and employer contributions required by June 30 without
interest or by September 30 with interest from June 30 until paid.

Employee and employer contributions required with 8.5% interest
from the end of the fiscal year in which the leave terminated to the
end ofthe month in which payment is made. Payment must be made
within one year of the end of the fiscal year in which the leave
terminates.

Employee and employer contributions without interest. Payment
must be made within one year of the end of the fiscal year in which
the leave terminates.

Employee makes employee contribution; employer pays employer
contribution and 8.5% annual compound interest on employee and
employer contributions Üom the end of each fiscal year of the leave
or break in service to the end of the month in which payment is
received. Payment must be made in five years or less, depending
upon the length of the military service.

Individuals with military service before becoming covered
employees or who failed to utilize the Military Leave/Break-in-
Service provision in a timely manner may purchase service credit at
full actuarial value for the initial period of enlistment, induction, or
call to active duty. Purchase must be made prior to retirement.

Employee and employer contributions must be made by June 30 of
each year of the leave.

Employee and employer contributions based on full salary in the
year prior to the leave. The employee contribution is due by June 30
in the year the leave terminates. The employer pays the employer
contribution upon notification from the applicable association. No
interest charged.

Employee makes employee contribution; employer pays employer
contribution and 8.5% annual compound interest on employee and
employer contributions D:om the end of each fiscal year of the leave
or break in service to the end of the month in which payment is
received. Payment must be made in five years or less, depending
upon the length of the military service.

Up to one year of service credit may be purchased by making
employee and employer contributions without interest by the end of
the fiscal year following the fiscal year in which the leave terminates.

Up to one year of service by paying employee and employer
contributions plus 8.5% interest from the end of the year in which
the leave terminates until paid. Payment must be made within one
year of the end of the fiscal year in which the leave terminates.

Individuals with military service before becoming covered
employees or who failed to utilize the Military Leave/Break-in-
Service provision in a timely manner may purchase service credit at
full actuarial value for the initial period of enlistment, induction, or
call to active duty. Purchase must be made prior to retirement.

Employee pays employee and employer contributions plus 0.071 %
monthly interest (equivalent to 8.5% annual interest) within one year
of the end of the strike. Ifpaid after one year of the end of the strike,
employee pays full actuarial value. Payment cannot be made more
than five years after the end of the strike.
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1.

1.2

1.3

1.4

1.

1.6

1.7

1.8

1.9

1.0

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

1.9

1.20

1.21

1.22

1.23

1.24

1.25

1.26

1.27

03/0110703:24 PM PENSIONS EB/LD Hl139-1A

.................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

Page 2, after line 22, insert

"Sec. 2. Minnesota Statutes 2006, section 3A.02, subdivision Ib, is amended to read:

Subd. 1 b. Reduced retirement allowance. (a) Upon separation fì"om service af

the beginning of the 1981 legislati ve session, a former member of the legislature who has

attained thage 55 set by the board of directors of the Minnesota State Retirement System

and who is otherwise qualified under subdivision 1 is entited, upon making written

application on a form prescribed by the director, to a reduced retirement allowance. The

reduced retirement allowance is an amount equal to the retirement allowance specified

in subdivision 1, paragraph (b), that is reduced so that the reduced allowance is the

actuarial equivalent .of the allowance that would be payable if the former member of the

legislature deferred receipt of the allowance and the allowance amount was augmented

at an annual rate of three percent compounded annually from the date the allowance

begins to accrue until age 62.

(b)The age set by the bOMd of directors under paragraph 
(a) cannot be an earlier age

than the earlY.t0tite11cnt age under sêetion 352.116, subdivision 1 a.

(c) If there is an aetual'icil cost to the plan of resetting the early rctII ement age under

paragraph (a), thcretired legislator is required to pay an additional amount to covet the

full actuarial value. The additional amoantniust be paid in a lump sum within 30 days of

the certification of the amount by the executive director.

fc f.The executive director of the Minnesota State Retirement System shall report

to the Legislative Commission on Pensions and Retirement on the utilzation of this

provision annually on or before September I."

Page 15, line 28, delete "I T1 and insert "l-"

Pacre 15 line 29 delete "4 and" and after "5" insert "and 6"b' , ~ _ ~
Renumber the sections in sequence and correct the internal references

Amend the title accordingly

1
Hl139-1A



1.

1.2

03/01/0703:25 PM PENSIONS EB/LD

.................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

Page 5, line 18, delete "interns hired for six months or less and"

1

HI 139-2A

HI I39~2A



1.

1.2

03/01/0703:25 PM PENSIONS EBfLD

.................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

Page 5, lines 27 to 29, delete the new language

1

H1l39-3A

Hl139-3A



03/01/0703:26 PM PENSIONS EB/LD H1139-4A

1. .................... moves to amend H. F. No.1 139; S. F. No. 629, as follows:

1.2 Page 8, line 29, to page 9, line 2, reinstate the stricken language and delete the

1.3 new 1ånguage

1.4 Page 9, delete section 5

1.5 Page 15, line 28, delete ".ù" and delete "11" and insert "16"

1.6 Page 15, delete lines 29 and 30

1. Renumber the sections in sequence and correct the internal references

1.8 Amend the title accordingly

1
Hl139-4A



03/01/0703:27 PM PENSIONS EB/LD H1139-5A

1. .................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

1.2 Page 9, line 32, after the period insert "Payment cannot be made after five years from

1. the end of the authorized leave of absence."

1
H1139~5A



1.

1.2

1.3

1.4

1.5

03/01/07 03:27 PM PENSIONS EB/LD

.................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

Page 9, delete section 6

Page 15, line 28, delete "17" and insert "16"

Renumber the sections in sequence and correct the internal references

Amend the title accordingly

1

H1139-6A

Hl139~6A



1.

1.2

1.

03/0110703:28 PM PENSIONS EB/LD H1l39-7 A

................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

Page 10, line 4, reinstate the stricken "but monthly payments must not exceed 75"

Page 10, lines 5 and 6, reinstate the stricken language

1
H1139-7 A



1.

1.2

03/01107 03:29 PM PENSIONS EBILD

.................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

Page 10, line 4, reinstate the stricken Ilfive,"

1

H1139-8A

Hl139-8A



03/0110703:29 PM PENSIONS EB/LD H1139-9A

1. .................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

1.2 Page 15, after line 10, insert:
1. "DEFINED CONTRIBUTION PLAN UNIFORMED SERVICE PROVISION

1.4 Sec. 14. (356.95) CREDIT FOR BREAK IN SERVICE TO PROVIDE

1.5 UNIFORMED SERVICE.

1.6 Subdivision 1. Plan application. This section applies to the following plans:

1. (1 ) the unclassified employees retirement program, established under chapter 352D;

1.8 (2) The public employees defined contribution plan, established under chapter 353D

1.9 (3) the individual retirement account plan, established under chapter 354B;

1.0 (4) the higher education supplemental retirement plan, established under chapter

1.11 354C; and

1.2 (5) the individual retirement account plans, established under chapter 354D.

1.3 Subd. 2. Member eligibilty. An employee who is absent from paid employment

1.4 covered by a plan or plans specified in subdivision 1 by reason of service in the uniformed

1.5 services, as defined in United States Code, title 38, section 4303(13\ and who returns

1.6 to covered employment under that plan or plans upon discharge from service in the

1.7 uniformed service within the time frames required in United States Code, title 38, section

1.8 4312(e), is authorized otinake employee equivalent payments for the period of the

1.9 unifolmed service as further specified in this section, provided that the employee did not

1.20 separate from uniformed service with a dishonorable or bad conduct discharge or under

1.21 other than honorable conditions.

1.22 Subd. 3. Employee payment. Upon returning to covered employment, an eligible

1.23 employee under subdivision 2 is authorized to make an equivalent employee contribution

1.24 to that employee's account or accounts based upon the contribution rate or rates in effect at

1.25 the time that the uniformed service was performed multiplied by the full and fractional

1.26 years of uniformed service and applied to the annual salary rate. The annual salary rate is

1.27 the average annual salary during the period that the employee would have received if the

i
H1l39-9A
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2
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03/01/07 03:30 PM PENSIONS EB/LD H1139-lOA

1. .................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

1.2 Page 15, after line 10, insert:
1. "DEFINED CONTRIBUTION PLAN UNIFORMED SERVICE PROVISION

1.4 Sec. 14. (356.95) CREDIT FOR BREAK IN SERVICE TO PROVIDE

1.5 UNIFORMED SERVICE.

1.3 Subd. 2. Member eli~ibilty. An employee who is absent from paid employment

1.4 covered by a plan or plans specified in subdivision 1 by reason of service in the uniformed

1.5 services, as defined in United States Code, title 38, section 4303(13), and who returns

1.6 to covered employment under that plan or plans upon discharge from service in the

1.7 uniformed service within the time frames required in United States Codei title 38, section

1.8 43 12(e), is authorized ot make employee equivalent payments for the period of the

1.9 uniformed service as further specified in this section, provided that the employee did not

1.20 separate from uniformed service with a dishonorable or bad conduct discharge or under

1.21 other than honorable conditions.

1.22 Subd. 3. Employee payment. Upon returning to covered employment, an eligible

1.23 employee under subdivision 2 is authorized to make an equivalent employee contribution

1.24 to that employee's account or accounts based upon the contribution rate or rates in effect at

1.25 the time that the uniformed service was performed multiplied by the full and fractional

1.26 years of uniformed service and applied to the annual salary rate. The annual salary rate is

1.27 the avera.ge annual salary during the period that the employee would have received if the

1
Hl139-10A
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2
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3.1

3.2

3.3

03/01/07 03 :30 PM PENSIONS EB/LD

Page 15, line 28, delete "17" and insert "18"

Renumber the sections in sequence and correct the internal references

Amend the title accordingly

3

Hl139-10A

H1139-10A



03/01/07 03:31 PM PENSIONS EB/LD H1l39-11A

1. .................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

1.2 Page 15, after line 10, insert:
1.3 "DEFINED CONTRIBUTION PLAN UNIFORMED SERVICE PROVISION

1.4 Sec. 14. (356.95) CREDIT FOR BREAK IN SERVICE TO PROVIDE

1.5 UNIFORMED SERVICE.

1.6 Subdivision 1. Plan application. This section applies to the fonowin,g ?lans:

1.7 (1) the unclassified employees retirement program, established under chapter 352D;

1.8 (2) The public employees defined contribution plan, established under chapter 353D

1.9 (3) the individual retirement account plan, established under chapter 354B; 

1.0 (4) the higher education supplemental retirement plan, established under chapter

1.1 354C; and

1.2 (5) the individual retirement account plans, established under chapter 354D.

1.3 Subd. 2. Mel1iber eli~ibilty. An employee who is absent tì'om paid employment

1.14 covered by a plan or t)lans specified in subdivision I by reason of service in the uniformed

1.5 services, as defined in United States Code, title 38, section 4303(13), and who returns

1.6 to covered employment under that plan or plans upon discharge from service in the

1. 7 uniformed service within the time frames required in United States Code, title 38, section

1.8 4312(e), is authorized ot make employee equivalent payments for the period of the

1.9 uniformed service as further specified in this section, provided that the employee did not

1.20 separate from uniformed service with a dishonorable or bad conquct dischatge or under

1.21 other than honorable conditions.

1.22 Subd. 3. Employee payment. Upon returning to covered employment, an eligible

1.23 employee under subdivision 2 is authorized to make an equiyalent employee contribution

1.24 to that employee's account or accounts based upon the contribution rate or rates in effect at

1.25 the time that the uniformed service was performed multiplied by the fun and fractional

1.26 years of uniformed service and a?plied to the annual salary rate. The annual salary rate is

1.27 the average annual salary during the period that the employee would have received if the

1
H1139~l1A
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2.1 employee had continued to be employed in covered employment rather than to provide

2.2 uniformed service, or, if the determination of that rate is not reasonably certain, the annual

2.3 salary rate is the employee's average salary rate during the 12-month period of covered

2.4 employment rendered immediately preceding the period of the uniformed service.

2.5 Subd: 4. Employer payment. Within 30 days following the payment of an

2.6 equivalent employee contribution under subdivision 3, the employer shall make an

2.7 equivalel1t employer contribution using the employer contribution rate or rates in effect at

2.8 the time that the uniformed service was performedi applied to the same annual salary rate

2.9 or rates used to compute the equivalent employee contribution. The equivalent employer

2.10 contribution shal1 be deposited in the eligible employee's account or accounts.

2.11 Subd. 5. P:r()ratin~. (a) If the equivalent employee contribution under subdivision

2.12 3 is not paid in full, the employer contribution under subdivision 4 must be prorated by

2.13 multiplying the full equivalent employer contribution by the ratio obtained by dividing

2.14 the total contribution made by the employee under subdivision 3 by the total contribution

2.15 otherwise required under that subdivision.

2.16 (b) If a member of the program specified in subdivision 1, clause L does not make

2.17 the full equivalent employee contribution, resulting in prorating as specified in paragraph

2.18 (a), and the individual later transfers coverage to the general state employees retirement

2.19 plan of the Minnesota State Retirement System under section 352D.02, subdivision 3,

2.20 al10wable service credit for any period for which prorating under paragraph (a) applied

2.21 must be similarly prorated using the ratio specified in paragraph (a).

2.22 Subd. 6. Payment period requirements. (a) Authority to make contributions under

2.23 this section is voided if the equivalent employee contribution specified in this section is

2.24 not made before termination of service with the applicable employing unit and during the

2.25 period which begins with the date on which the individual returns to covered service and

2.26 which has a duration of three times the length of the uniformed service period. If the

2.27 determined payment period is less than one year, the employee equivalent contribution

2.28 authorized under this section may be maae within one year of the discharge date.

2.29 (b) The payment period specified in paragraph (a) may not exceed five years unless a

2.30 longer purchase period is required under United States Code, title 38, section 4312.

2.31 Subd. 7. Employer interest auth0J:ization. (a) The employing unit may pay

2.32 interest, not to exceed 8.5 percent, on all equivalent employee and employer contribution

2.33 amounts payable under this section. If interest is paid, it must be paid at a uniform rate

2.34 to all employees of that employing unit who make payments under this section. The

2.35 employin,g unit is authorized to revise the interest rate no more than annually.

2
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3.1

3.2

3.3

3.4

3.5

3.6

03/01/0703:31 PM PENSIONS EBILD H1l39-11A

(b) If interest is paid, it must be compounded annually from the end of each fiscal

yeaI' of the leave or break in service to the end of the month in which the payment is

received. "

Pao-e 15 line 28 delete n 17" and insert n 18 nb' , _ _
Renumber the sections in sequence and correct the internal references

Amend the title accordingly

3
Hl139-11A



1.

1.2

1.

1.4

1.5

03/01/0703:31 PM PENSIONS EBfLD H1139-12A

.................... :moves to amend H. F. No. 1139; S. F. No. 629, as follows:

Page 11, delete section 9

Page 15, line 28, delete li 17" and insert" 16"

Renumber the sections in sequence and correct the internal references

Amend the title accordingly

1
Hl139~12A



1.

1.2

03/0110703:31 PM PENSIONS EB/LD H1l39-13A

.................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

Page 14, line 1, reinstate the stricken language and delete the new language

1
H1139-13A



1.

1.2

03/0110703:32 PM PENSIONS EB/LD

.................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

Page 14, lines 22 to 25, reinstate the stricken language

1

H1139-14A

Hl139-14A



1.

1.2

1.

1.4

03/01107 03:32 PM PENSIONS EBILD

.................... moves to amend H. F. No. 1139; S. F. No. 629, as follows:

Page 15, delete sections 14, 15, and 16

Renumber the sections in sequence and conect the internal references

Amend the title accordingly

1

H1139-15A

Hl139N15A
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This Doeuitient eM be made available
in alternative formats upon request State of Minnesota

HOUSE OF REPRESENTATIVES
EIGHTY-FIFTH

SESSION
HOUSE FILE No. 1139

February 19, 2007
Authored by Murphy, M., by request,
The bill was read for the first time and referred to the Committee on Governmental Operations, Reform, Technology and
Elections

1. A bil for an act
1. relating to retirel11ent; Minnesota State Retirement System; making changes of

1. an administrative nature; amending Minnesota Statutes 2006, sections 3A.02,

1.4 subdivision 1; 352.01, subdivisions 2a, 2b, 11; 352.12, subdivision 2a; 352.27;
1.5 352.951; 352.98, by adding a subdivision; 352D.02, subdivisions 1,3; 352D.06,

1.6 subdivision 3; 356.405; 490.121, subdivisions 15a, 21d, 21f; proposing coding
1.7 for new law in Minnesota Statutes, chapter 352.

1.8 BE IT ENACTED BY THE LEGISLATUR OF THE STATE OF MINSOTA:

1.9 Section 1. Minnesota Statutes 2006, section 3A.02, subdivision 1, is amended to read:

1.0 Subdivision 1. Qualifications. (a) A former legislator is entitled, upon written

1.1 i application to the director, to receive a retirement allowance monthly, if the person:

1.2 (1) has either served at least six full years, without regard to the application of

1.3 section3A.10, subdivision 2, or has served during all or part of four regular sessions as a

1.4 member of the legislature, which service need not be continuous;

1.5 (2) has attained the normal retirement age;

1.16 (3) has retired as a member of the legislature; and

1.7 (4) has made all contributions provided for in section 3A.03, has made payments

1.8 for past service under subdivision 2, or has made payments in lieu of contributions under

1.9 Minnesota Statutes 1992, section 3A.031, before July i, 1994.

1.20 (b) Unless the former legislator has legislative service before January i, 1979,

1.21 the retirement allowance is an amount equal to 2-1/2 percent per year of service of that

1.22 member's average monthly salary and adjusted for that person on an actuarial equivalent

1.23 basis to reflect the change in the postretirement interest rate actuarial assumption under

1.24 section 356.215, subdivision 8, from five percent to six percent. The adjustment must be

1.25 calculated by or, alternatively, the adjustment procedure must be specified by, the actuary

H.F. 1139
Section 1. 1
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2.1 retained lUlder section 356.214. The purpose of this adjustment is to ensure that the total

2.2 amount of benefits that the actuary predicts an individual member wil receive over the

2.3 meiuber's lifetime under this paragraph wil be the same as the total amount of benefits the

2.4 actuary predicts the individual member would receive over the member's lifetime under

2.5 the law in effect before enactment of this paragraph. If the former legislator has legislative

2.6 service before January 1, 1979, the person's benefit must include the additional benefit

2.7 amount in effect on January 1, 1979, and adjusted as otherwise provided in this paragraph.

2.8 ( c) The retirement allowance accrues bcginl1ing'vvith the fist day of the month of

2.9 rccciptofthe application, following receipt by the director ofa retirement application on

2.10 a form prescribed by the director, but not before normal retirement age 60, aiid, except

2.11 as specified in subdivision 1 b. The annuity is payable for the remainder of the former

2.12 legislator's life, if the former legislator is not serving as a member of the legislature or as a

2.13 constìtutional offcer as defied in section 3A.Ol, subdivision lc. The amlUity does not

2.14 begin to acctue before the person's retirement as a legislator. No annuity payment may

2.15 be made retroactive for more than 180 days before the date that the annuity application

2.16 is filed with the director.

2.17 (d) Any member who has served during all or part of four regular sessions is

2.18 considered to have served eight years as a member of the legislature.

2.19 (e) The retirement allowance ceases with the last payment that accrued to the retired

2.20 legislator during the retired legislator's lifetime, except that the surviving spouse, if any,

2.21 is entitled to receive the retirement allowance of the retired legislator for the calendar

2.22 month in which the retired legislator died.

2.23 Sec. 2. Minnesota Statutes 2006, section 352.01, subdivision 2a, is amended to read:

2.24 Subd. 2a. Included employees. (a) "State employee" includes:

2.25 (1) employees of the Minnesota Historical Society;

2.26 (2) employees of the State Horticultural Society;

2.27 (3) clttployccs of the Dißabled AmcrIcaIl Veteianß, Department of 1finncsota,

2.28 'Veterans of ri ordgn lv'Vars, Depal'ttncnt of 1\1inneßota, if employed before July 1, 1963;

2.29 f- Ql employees of the Minnesota Crop Improvement Association;

2.30 t5 i1 employees of the adjutant general who are paid from federal funds and who

2.31 are not covered by any federal civilian employees retirement system;

2.32 t6 ffemployees of the Mimiesota State Colleges and Universities employed under

2.33 the university or college activities program;

H.F. 1139
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3.1 ff lQcurrently contributing employees covered by the system who are temporarily

3.2 employed by the legislature during a legislative session or any currently contributing

3.3 ell1ployee employed for any special service as defined in subdivision2b, clause (8);

3.4 (8)cmployecir of the Armoiy Dl.ildingCoI1111Îssion;

3.5 mil employees of the legislature appointed without a limit on the duration of their

3.6 employl11ent and persons employed or designated by the legislature or by a legislative

3.7 committee or commission or other competent authority to conduct a special inquiry,

3.8 investigation, examination, or installation;

3.9 t- IDtrainees who are employed on a full-time established training program

3.10 performing the duties of the classified position for which they wil be eligible to receive

3.11 immediate appointment at the completion of the training period;

3.12 tH i2 employees of the Minnesota Safety Council;

3.13 Et i.any employees on authorized leave of absence from the Transit Operating

3.14 Division of the former Metropolitan Transit Commission who are employed by the

3.15 labor organization which is the exclusive bargaining agent representing employees of

3.16 the Transit Operating Division;

3.17 tH Q1 employees of the Metropolitan Council, Metropolitan Parks and Open

3.18 Space Commission, Metropolitan Sports Facilties Commission, Metropolitan Mosquito

3.19 Control Commission, or Metropolitan Radio Board unless excluded or covered by another

3.20 public pension fund or plan under section 473.415, subdivision 3;

3.21 ~ .cudges of the Tax Court;
3.22 ft f.ersolliel employed on June 30, 1992, by the University of Minnesota

3.23 in the management, opel'ation, or maintenance of its heating plant facilities, whose

3.24 employment transfers to an employer assuming operation of the heating plant facilities,

3.25 so long as the person is employed at the University of Minnesota heating plant by that

3.26 . employer or by its successor organization;

3.27 ft Q.seasonal help in the classified service employed by the Department of

3.28 Revenue; an

3.29 (- .Qersons employed by the Depaiiment of Commerce as a peace offcer in

3.30 the Insurance Fraud Prevention Division U11der section 45.0135 who have attained the

3.31 mandatory retirement age specified in section 43A.34, subdivision 4:-; and

3.32 (16) employees of the University of Minnesota unless excluded under subdivision

3.33 2b, clause (3).

3.34 (b) Employees specified in paragraph (a), clause ftil, are included employees

3.35 under paragraph (a) if employer and employee contributions are made in a timely manner

3.36 in the amounts required by section 352.04. Employee contributions must be deducted from

H.F. 1139
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4.1 salary. Employet contributions are the sole obligation of the employer assuming operation

4.2 of the University of Minnesota heating plant facilties or any successor organizations to

4.3 that employer.

4.4 Sec. 3. Minnesota Statutes 2006, section 352.01, subdivision2b, is amended to read:

4.5 Subd. 2b. Excluded employees. "State employee" does not include:

4.6 (1) students employed by the University of Minnesota, or the state colleges and

4.7 universities, unless approved for coverage by the Board of Regents of the University of

4.8 Minnesota or the Board of Trustees of the Minnesota State Colleges and Universities, ~

4.9 the ease may.bc whichever is applicable;

4.10 (2) employees who are eligible for membership in the state Teachers Retirement

4.11 Association, except employees of the Department of Education who have chosen or may

4.12 choose to be covered by the general state employees retirement plan of the Miimesota

4.13 State Retirement System instead of the Teachers Retirement Association;

4.14 (3) employees of the University of Minnesota who are excluded from coverage by

4.15 action of the Board of Regents;

4.16 (4) offcers and enlisted petsonnel in the National Guard and the naval miltia who

4.17 are assigned to permanent peacetime duty and who under federal law are or are required to

4.18 be members of a federal retirement system;

4.19 (5) election offcers;

4.20 (6) persons who are engaged in public work for the state but who are employed

4.21 by contractols when the performance of the contract is authorized by the legislature or

4.22 other competent authority;

4.23 (7) offcers and employees of the senate, or of the house of representatives, or of a

4.24 legislative committee or commission who are temporarily employed;

4.25 (8) receivers, jurors, notaries public, and court employees who are not in the judicial

4.26 branch as defined in section 43A.02, subdivision 25, except referees and adjusters

4.27 employed by the Department of Labor and Industry;

4.28 (9) patient and imnate help in state charitable, penal, and conectional institutions

4.29 including the Miimesota Veterans Home;

4.30 (10) persons who are employed for professional services where the service is

4.31 incidental to their regular professional duties and whose compensation is paid on a per

4.32 diem basis;

4.33 (11) employees of the Sibley House Association;

4.34 (12) the members of any state board or commission who serve the state intermittently

4.35 and are paid on a per diem basis; the secretary, secretary-treasurer, and treasurer of those

H.F. 1139
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5.1 boards if their compensation is $5,000 or less per year, or, if they are legally prohibited

5.2 froin serving more than three years; and the board of managers of the State Agricultw'al

5.3 Society and its treasurer unless the treasurer is also its full-time secretary;

5.4 (13) state troopers and persons who are described in section 352B.01, subdivision 2,

5.5 clauses (2) to (6);

5.6 (14) temporary employees of the Minnesota State Fair who are employed on or

5.7 after July 1 for a period not to extend beyond October 15 of that year; and persons who

5.8 ate etnployed at any time by the state fair administration for special events held on the

5.9 fairgrounds;

5.10 (15) emergency employees who are in the classified service; except that if an

5.11 einergency employee, within the same pay period, becomes a provisional or probationary

5.12 employee on other than a temporary basis, the employee shall be considered a "state

5.13 employee" retroactively to the beginning of the pay period;

5.14 (16) PCisoiisvvim arc described in section 352D.01,subdi-v'ißion 2, clauses (2) to (6);

5.15 flD&2Jemporary employees in the classified service, and temporary employees

5.16 in the unclassified service who are appointed for a definite period of not more than six

5.17 months and who are employed less than six months in anyone-year period;

5.18 ~ (17) interns hired for six months or less and trainee employees, except those

5.19 listed in subdivision 2a, clause ftm;

5.20 ft .Dpersons whose compensation is paid on a fee basis or as an independent

5.21 contractor;

5.22 t2 il state employees who are employed by the Board of Trustees of the

5.23 Minnesota State Colleges and Universities in unclassified positions enumerated in section

5.24 43A.08, subdivision 1, clause (9);

5.25 (2 1Zstate employees who in any year have credit for 12 months service as

5.26 teachers in the public schools of the state and as teachers are members of the Teachers

5.27 Retirement Association or a retirement system in S1. Paul, Minneapolis, or Duluth2,

5.28 except for incidental employment as a state employee not covered by one of the teacher

5.29 retirement associations or systems;

5.30 ~ (21) employees of the adjutant general who are employed on an unlimited

5.31 interinittent or temporary basis in the classified or unclassified service for the support of

5.32 Army and Air National Guard training facilities;

5.33 tz (22) chaplains and nuns who are excluded from coverage under the federal

5.34 Old Age, Survivors, Disabilty, and Health Insurance Program for the performance of

5.35 service as specified in United States Code, tite 42, section 410(a)(8)(A), as amended, if

Sec. 3.
H.F. 1139
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6.1 no irrevocable election of coverage has been made under section 3121(r) of the Internal

6.2 Revenue Code of 1986, as amended through December 31,1992;

6.3 ~ fl examination monitors who are employed by departments, agencies,

6.4 commissions, and boards to conduct examinations required by law;

6.5 trllersons who are appointed to serve as members of fact-finding

6.6 commissions or adjustment panels, arbitrators, or labor referees under chapter 179;

6.7 t2 (25) temporary employees who are employed for limited periods under any state

6.8 or federal program for training or rehabilitation, including persons who are employed for

6.9 limited periods from areas of economic distress, but not including skiled and supervisory

6.10 personnel and persons having civil service status covered by the system;

6.11 (2 (26) full-time students who are employed by the Minnesota Historical Society

6.12 intermittently during paii of the year and full-time during the summer months;

6.13 t2 Q1temporary employees who are appointed for not more than six months,

6.14 of the Metropolitan Council and of any of its statutory boards, if the board members are

6.15 appointed by the Metropolitan Council;

6.16 ~ Q.persons who are employed in positions designated by the Department of

6.17 Employee Relations as student worlters;

6.18 t3 (29) members of trades who are employed by the successor to the Metropolitan

6.19 Waste Control Commission, who have trade union pension plan coverage under a

6.20 collective bargaining agreement, and who are first employed after June 1, 1977;

6.21 (31) persons vvho are ernployed in subsidized on-the-job training, vv01k expetiel1ec,

6.22 6tpnblic scrv'icceinpl6ymeltt as enrollees under the federal CôinprehensI-'e Dmploymel1t

6.23 and Training Act after lvfarch 30, 1978, unless the person has as of the later of lviarch 30,

6.24 1978, or the date of employmei'i suffcient sCt-v'ice credit in the retirement system to meet

6.25 the mInimìJ11 v'csting requhcmei'ìts for a def-ciied annuity, or the employer agrees in

6.26 vvi'itiiig 011 forrns pieseribed by the dhector to make the leqLlirod employer contributions,

6.27 indadiiigttny employer additional contiibutiol1S, on account of that pcrsonflOm re-v'enuo

6.28 sOllrcesothel than funds piovided under the federal C01l'rprehensh'e Employment and

6.29 Trainirig Act, O1tlle person agicesin 'vvTiting on forms prescribed by the director to make

6.30 the required cinployeieontribttion in addition to the reqì.liredemployec contribution;

6.31 ~ il off-duty peace offcers while employed by the Metropolitan Council;

6.32 fH Qlersons who are employed as full-time police offcers by the Metropolitan

6.33 Council and as police offcers are members of the public employees police and fire fund;

6.34 t3 Q1ersons who are employed as full-time firefighters by the Department

6.35 of Miltary Affairs and as firefighters are members of the public employees police and

6.36 fire fund;

H.F. 1139
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7.1 f3 Qlforeign citizens with a work permit ofless than three years, or an H-lb/JV

7.2 visa valid for less than three years of emploYl11ent, unless notice of extension is supplied

7.3 which allows them to work for three or more years as of the date the extension is granted,

7.4 in which case they are eligible for coverage from the date extended; and

7.5 t% Q1ersons who are employed by the Board of Trustees of the Minnesota State

7.6 Colleges and Universities and who elect to remain members of the Public Employees

7.7 Retirement Association or the Minneapolis Employees Retirement Fund, whichever

7.8 applies, under section l36C.75.

7.9 Sec. 4. Minnesota Statutes 2006, section 352.01, subdivision 11, is amended to read:

7.10 Subd. 11. Allowable service. .ú"Allowable service" means:

7.11 (l)Seivice by an employee fot whieh on or bef'Ore July 1, 1957, the employee \iv'as

7.12 entitled to allo \. able service credit on the records of the sy stem by reason of employee

7.13 cöntribiitions in the fOl1fi of sala-ydeduetions, pay inents in lieu of salary deductions, or in

7.14 any other manncr authorized by JVIini1esota Statutes 1953, chaptei 352, as ainendcd by

7.15 Laws 1955, chapter 239.

7.16 æ Qlservice by an employee for which on or before July 1, 1961, the employee

7.17 chose to obtain credit for service by making payments to the fund under Minnesota

7.18 Statutes 1961, section 352.24:~

7.19 (3) Except M proYvidcd in clauses (8) and (9), Qlservice by an employee after July 1,

7.20 1957, for any calendar month in which the employee is paid salary from which deductions

7.21 are made, deposited, and credited in the fund, including deductions made, deposited, and

7.22 credited as provided in section 352.04l:~

7.23 (4) Except aspI0v'idcdin clauses (8) Mid (9), ffservice by an employee after July

7.24 1, 1957, for any calendar month for which payments in lieu of salary deductions are

7.25 made, deposited, and credited in the fund, as provided in section 352.27 and 1\iinnesota

7.26 Statutes 1957, scctiori 352.021, subdiv'isiol1 4.~

7.27 :r 01 purposes of clauscs (3) and (4), execpt as provided iii clam;cs (8) and (9), any

7.28 salary paid for a fractional part of any ealendai' month, including the month of separation

7.29 from state service, is deel1'ed the compensatiön for thc entire calendar month.

7.30 f5 ffthe period of absence from their duties by employees who are temporarily

7.3 1 disabled because of injuries incurred in the performance of duties and for which disabilty

7.32 the state is liable under the workers' compensation law until the date authorized by the

7.33 director for the commencement of payments of a total and permanent disabilty benefit

7.34 from the retirement fund:~

H.F. 1139
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8.1 t6 llservice covered by a refund repaid as provided in section 352.23 or 352D.05,

8.2 subdivision 4, except service rendered as an eiiiployee of the adjutant general for which

8.3 the person has credit with the federal civil service retirement system;~

8.4 ff iQservice before July 1, 1978, by an employee ofthe Transit Operating Division

8.5 of the Metropolitan Transit Commission or by an employee on an authorized leave of

8.6 absence from the Transit Operating Division of the Metropolitan Transit Commission who

8.7 is employed by the labor organization which is the exclusive bargaining agent representing

8.8 employees of the Transit Operating Division, which was credited by the Metropolitan

8.9 Transit Commission-Transit Operating Division employees retirement fund or any of its

8.10 predecessor plans or funds as past, intermediate, future, continuous, or allowable service

8.11 as defined in the Metropolitan Transit Commission-Transit Operating Division employees

8.12 retirement fund plan document in effect on December 31, 1977-:~

8.13 tB Qlservice after July 1, 1983, by an employee who is employed on a part-time

8.14 basis for less than 50 percent of full time, for which the employee is paid salary from

8.15 which deductions are made, deposited, and credited in the fund, including deductions

8.16 made, deposited, and credited as provided in section 352.041 or for which payments in

8.17 lieu of salary deductions are made, deposited, and credited in the fund as provided in

8.18 section 352.27 shall be credited on a fractional basis either by pay period, monthly, or

8.19 aiTIually based on the relationship that the percentage of salary earned bears to a full-time

8.20 salary, with any salary paid for the fractional service credited on the basis of the rate of

8.21 salary applicable for a full-time pay period, month, or a full-time year. For periods of

8.22 part-time service that is duplicated service credit, section 356.30, subdivision 1, clauses

8.23 (i) and (j), govern-:; and

8.24 Allo'ý'y'ablo 5crvice determined and credited on a fracti011al ba5i5 5hall be u5ed in

8.25 calculating the amount ofbcnefit5 payablE, but 501 vice a5 determined on a fractional ba5i5

8.26 iTIU5t not be u5ed in determining the lcmgth of 5er'v'ice required fur cligibilty for bcnefit5.

8.27 f9 f.any period of authorized leave of absence without pay that does not

8.28 exceed one year and for which the employee obtained credit by payment to the fund

8.29 in lieu of salary deductions. To obtain credit, the einployee shall pay an amount equal

8.30 to the employee and employer c011tribution tate in scction 352.04, subdI-i~ions 2 and J,

8.31 multiplied by the employee's hond) rate of sala'ry on the date of t ctum from leave of

8.32 absence ltnd by the days andinonth5 of the lea'vo of absêl1ee withoat pay f'Oi \lvhich the

8.33 employee wants allowabk sei"vice credit. The employing departmint, at its option, may

8.34 pay the employer amOl.mt on behalf of its employees. ray rnents made undei this clause

8.35 must inelLide interest at an aTi'1ì.ial rate of 8.5 pcicent compounded annually from the date

H.F. 1139
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9.11 Sec. 5. r352.0171 AUTHORIZED LEAVE OF ABSENCE SERVICE CREDIT

9.12 PURCHASE PROCEDUR.

9.13 Subdivision i. Application. Except for leaves or breaks in service covered by

9.14 section 352.27 or 352.275i this section applies to all plans specified inthis chapter for

9.15 any period of authorized leave of absence without pay that does not exceed one year

9.16 and for which the employee obtains credit for allowable service by making payment as

9.17 specified in this section to the applicable fund.

9.18 Subd. 2. Purchase procedure. (a) An employee covered by a plan specified in

9.19 this chapter may purchase credit for allowable service in that plan for a period specified

9.20 in subdivision 1 if the employee makes a payment as specified in paragraph (b) or (c),

9.21 whichever applies. The employing unit, at its option, may pay the employer portion of the

9.22 amount specified in paragraph (b) on behalf of its employees. 

9.23 (b) If payment is received by the executive director within one year from the end

9.24 of the authorized leave, the payment amount is equal to the employee and employer

9.25 contribution rates specified in law for the applicable plan at the end of the leave period

9.26 multiplied by the eiiiployee1s hourly rate of salary on the date of return from the leave of

9.27 absence and by the days and months of the leave of absence for which the employee wants

9.28 allowable service credit. Payments made under this paragraph must include compound

9.29 interest at a monthlyrate of 0.71 percent from the last day of the leave period unti the last

9.30 day of the month in which payment is received.

9.31 ( c) If payment is received by the executive director after one year, the payment

9.32 amount is the amoimt determined under section 356.551.

9.33 Sec. 6. Minnesota Statutes 2006, section 352.12, subdivision 2a, is amended to read:

H.F.1139
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10.1 Subd. 2a. Surviving spouse coverage term certain. i&In lieu of the 100 percent

10.2 optional annuity under subdivision 2, or refund under subdivision 1, the surviving spouse

10.3 of a deceased employee or former eiiiployee may elect to receive survivor coverage in

lOA a te1"m certain of'Í ten, 15, or 20 years, but moiit111y payments must not excecd 75

10.5 percel1t of the average high-five monthly salary of the deccascd employee or fmmer

10.6 cmployee. The monthly term certain annuity must be actuarially equivalent to the 100

10.7 percent optional annuity under subdivision 2.

10.8 l,lf a survivor elects a term certain annuity and dies before the expiration of the

10.9 specified term certain period, the commuted value of the remaining annuity payments

10.10 must be paid in a lump sum to the survivor's estate.

10.11 Sec. 7. Minnesota Statutes 2006, section 352.27, is amended to read:

10.12 352.27 CREDIT FOR BREAK IN SERVICE TO PROVIDE UNIFORMED

10.13 SERVICE.

10.14 (a) An employee who is absent from employment by reason of service in the

10.15 uniformed services, as defined in United States Code, title 38, section 4303(13), and who

10.16 returns to state service upon discharge from service in the unifonned service within the

10.17 time frames required in United States Code, title 38, section 4312(e), may obtain service

10.18 credit for the period of the uniformed service as further specified in this section, provided

10.19 that the employee did not separate from uniformed service with a dishonorable or bad

10.20 conduct discharge or under other than honorable conditions.

10.21 (b) The employee may obtain credit by paying into the fund an equivalent employee

10.22 contribution based upon the contribution rate or rates in effect at the time that the

10.23 uniformed service was performed multiplied by the full and fractional years being

10.24 purchased and applied to the annual salary rate. The annual salary rate is the average

10.25 aiIDual salary during the purchase period that the employee would have received if the

10.26 employee had continued to be employed in covered employment rather than to provide

10.27 uniformed service, or, if the determination of that rate is not reasonably ceiiain, the annual

10.28 salaly rate is the employee's average salary rate during the 12-month period of covered

10.29 employment rendered immediately preceding the period of the uniformed service.

10.30 (c) The equivalent employer contribution and, if applicable, the equivalent

10.31 additional employer contribution provided in section 352.04 chapter 352 must be paid by

10.32 the department employing the employee from flU1ds available to the department at the

10.33 time and in the manner provided in section 352.04 chapter 352, using the employer and

10.34 additional employer contribution rate or rates in effect at the time that the uniformed

H.F. 1139
Sec. 7. 10



02/05/2007 REVISOR JLRJGC 07-2048

11. service was performed, applied to the same annual salary rate or rates used to compute the

11.2 equivalent employee contribution.

11. (d) If the employee equivalent cöntributions provided in this section are not paid in

11.4 full, the employee's allowable service credit must be prorated by multiplying the full and

11.5 fractional number of years ofunifol1ned service eligible for purchase by the ratio obtained

11.6 by dividing the total employee contribution received by the total employee contribution

11.7 otherwise required under this secti on.

11.8 (e) To receive service credit under this section, the contributions specified in this

11.9 section must be transmitted to the Minnesota State Retirement System during the period

11.0 which begins with the date on which the individual returns to state service and which has a

11.1 duration of three times the length of the uniformed service period, but not to exceed five

11.2 years. If the determined payment period is less than one year, the contributions required

11.13 under this section to receive service credit may be made within one year of the discharge

11.4 date.

11.5 (f) The amount of service credit obtainable under this section may not exceed five

11.6 years unless a longer purchase period is required under United States Code, title 38,

11.17 section 4312.

11.8 (g) The employing unit shall pay interest on all equivalent employee and employer

11.9 contribution amounts payable under this section. Interest must be computed at a rate of

11.20 8.5 percent compounded annually from the end of each fiscal year of the leave or the break

11.21 in service to the end of the month in which the payment is received.

11.22 Sec. 8. Minnesota Statutes 2006, section 352.951, is amended to read:

11.23 352.951 APPLICABILITY OF GENERAL LAW.

11.24 Except as otherwise provided, this chapter applies to covered correctional

11.25 employees, miltary affairs personnel covered under section 352.85, an Transportation

11.26 Department pilots covered under section 352.86, and state fire marshal employees under

11.27 section 352.87.

11.28 Sec. 9. Minnesota Statutes 2006, section 352.98, is amended by adding a subdivision

11.29 to read:

11.0 Subd. 8. Exemption from process. Assets in a health care savings plan account

11.1 described in this section must be used for reimbursement of health care expenses and

11.32 are not assignable or subject to execution, levy, attachment, garnislunent, or other legal

11.3 process, except as provided in section 518.58,518.581, or 518A.53.

Sec. 9.
H.F. 1139

11



02/05/2007 REVISOR JLRlGC 07 -2048

12.1 Sec. 10. Minnesota Statutes 2006, section 352D.02, subdivision 1, is amended to read:

12.2 Subdivision 1. Coverage. (a) Employees enumerated in paragraph (c), clauses (2),

12.3 (3), (4), tt (6) to (14), and (16) to (18), if they are in the unclassified service of the state

12.4 or Mettopolitan Council and are eligible for coverage under the general state employees

12.5 retirement plan under chapter 352, are participants in the unclassified pl program under

12.6 this chapter unless the employee gives notice to the executive director of the Minnesota

12.7 State Retitement System within one year following the commencement of employment

12.8 in the unclassified service that the employee desires covetage under the general state

12.9 eniployees retirement plan. For the purposes of this chapter, an employee who does not

12.10 file notice with the executive director is deemed to have exercised the option to participate

12.11 in the unclassified ph program.

12.12 (b) Persons referenced in paragi-ph (c), clause (5), are participants in the unclassified

12.13 program under this chapter imless the person was eligible to elect different coverage under

12.14 section 3A.07 and elected retirement coverage by the applicable alternative retirement

12.15 plan. Persons referenced in paragraph (c), clause (15), are participants in the unclassified

12.16 program under this chapter for judicial employment in excess of the service credit limit in

12.17 section 490.121, subdivision 22.

12.18 (c) Enumerated employees and referenced persons are:

12.19 (1) the governor, the lieutenant governor, the secretary of state, the state auditor,

12.20 and the attorney general;

12.21 (2) an employee in the Offce of the Governor, Lieutenant Governor, Secretary

12.22 of State, State Auditor, Attorney General;

12.23 (3) an employee of the State Board of Investment;

12.24 (4) the head of a depaiiment, division, or agency created by statute in the unclassified

12.25 service, an acting department head subsequently appointed to the position, or an employee

12.26 enumerated in section 15A.0815 or 15A.083, subdivision 4;

12.27 (5) a member of the legislature;

12.28 (6) a full-time unclassified employee of the legislature or a commission or agency of

12.29 the legislature who is appointed without a limit on the duration of the employment or a

12.30 temporary legislative employee having shares in the supplemental retirement fund as a

12.31 result of former employment covered by this chapter, whether or not eligible for coverage

12.32 under the Minnesota State Retirement System;

12.33 (7) a person who is employed in a position established under section 43A.08,

12.34 subdivision 1, clause (3), or in a position authorized under a statute creating or establishing

12.35 a depaiiment or agency of the state, which is at the deputy or assistant head of depaiiment

12.36 or agency or director level;

H.F.1139
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13.32 Sec. 11. Minnesota Statutes 2006, section 352D.02, subdivision 3, is amended to read:

13.33 Subd. 3. ElediöD irrt'\öcable Transfer to general plan. An election to not

13.34 participate iß irrevocable during åny period of eOveied employment. !:An employee

13.35 credited with employee shares in the unclassified program, after acquiring credit for ten

H.F. 1139
Sec. i 1. 13
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14.1 years of allowable service but prim to and not later than one month following termination

14.2 of covered employment, may, notwith.st.;dil1g othêr provi.sions of this ßubdi-y'ision, elect

14.3 to terminate participation in the unclassified pt program and be covered by the regular

14.4 general plan by filing 'ß a written election with the executive director. The executive

14.5 director shall tliereupon then redeem the employee's total shares and shall credit to the

14.6 employee's account in the iegular general plan the amount of contributions that would

14.7 have been so credited had the employee been covered by the iegular general plan during

14.8 the employee's entire covered employment. The balance of money so redeemed and not

14.9 credited to the employee's account shall be transfened to the .state eontl'ihi-ition reserve of

14.10 the state cinployecs general plan retirement fund, except that (1) the employee contribution

14.11 paid to the unclassified pt program must be compared to (2) the employee contributions

14.12 that would have been paid to the general plan for the comparable period, if the individual

14.13 had been covered by that plan. If clause (1) is greater than clause (2), the difference must

14,14 be refunded to the employee as provided in section 352.22. If clause (2) is greater than

14.15 clause (1), the difference must be paid by the employee within six months of electing

14.16 general plan coverage or before the effective date of the annuity, whichever is sooner.

14.17 (b) An election under paragraph (a) to transfer coverage to the general plan is

14.18 irrevocable during any period of covered employment. 

14.19 Sec. 12. Minnesota Statutes 2006, section 352D.06, subdivision 3, is amended to read:

14.20 Subd. 3. Accrual date. An annuity under this section accrues the first day of the first

14.21 full month after an application is received or -: the day following termination of state

14.22 service, whichever is later. Upon the fOrt1ei employee's reqicst, the annuity may begin

14.23 to accrue ap to six Irioiiths before rcdcrl1ptiol1 of shares, but not prim to the teimination

14.24 datc front covered scrv'Icc, and rrmst be based on the aeCOUft value at redcmption and

14.25 upon the agc of thê fonneremployec at the datc annuity-accrual start.s. The account must

14.26 be valued and redeemed on the later of the end of the month oftennination of covered

14.27 employment, or the end of the month of receipt of the annuity application for the purpose

14.28 of computing the ailluity.

14.29 Sec. 13. Minnesota Statutes 2006, section 356.405, is amended to read:

14.30 356.405 COMBINED PAYMENT OFRETlREMENT ANNUITIES.

14.31 (a) The Public Employees Retirement Association and the Minnesota State

14.32 Retirement System are permitted to combine payments to retirees if one of the payments

14.33 is less than $250 per month and the same joint and survivor annuity was taken, or if

14.34 the individual elects straight life annuities from both systems. The total payment must

Sec. 13.
H.F. 1139
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15.1 be equal to the amount that is payable if payments were kept separate. The rctitce must

15.2 agree, in vvTiting, to have the payment c01libincd.

15.3 (b) Each plan must calculate the benefit amounts under the laws govel1ing the plan

15.4 and the required reserves and future mortality 105se5 or gains must be paid or accrued to

15.5 the plan making the combined payment from ý'hieh the plan where the service was earned.

15.6 Each plan mU5taeeOÜ1.ít foritß portion of the payment separately, and there may be no

15.7 additional actUarial liabiltieß realized by either plan.

15.8 (c) The plan making the payment would be responsible for issuing one payment and

15.9 making address changes, tax withholding changes, and other administrative functions

15.10 needed to process the payment.

15.11 Sec. 14. Minnesota Statutes 2006, section 490.1 21, subdivision 15a, is amended to

15.12 read:

15.13 Subd. 15a. Early retirement date. "Early retirement date" means the last day of

15.14 the month any date after a judge attains the age of 60 but before the judge reaches the

15.15 normal retirement date.

15.16 Sec. 15. Minnesota Statutes 2006, section 490.121, subdivision 21d, is amended to

15.17 read:

15.18 Subd. 21d. Mandatory retirement date. "Mandatory retirement date" means the

15.19 laßtdayofthe month in whieh date a judge has attained 70 years of age.

15.20 Sec. 16. Minnesota Statutes 2006, section 490. 121, subdivision 2lf, is amended to read:

15.21 Subd. 2lf. Normal retirement date. "Normal retirement date" means the last day

15.22 ofthc1:16nth iii'ývhieh date a judge attains the age of65.

15.23 Sec. 17. REVISOR INSTRUCTION.

15.24 The revisor of statutes shall replace references to section 356.55, which was repealed

15.25 in 2002, with references to section 356.551, wherever they appear in Minnesota Statutes

15.26 or Minnesota Rules. The revisor shall also make related grammatical changes.

15.27 Sec. 18. EFFECTIV DATE.

15.28 (a) Sections 1 to 17 are effective the day following final enactment.

15.29 (b) The revisions to authorized leave purchase authority in sections 4 and 5 apply to

15.30 authorized leaves of absence that commence on or after the effective date.

Sec. 18.
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