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........ moves to amend S.F. No. 431; H.F. No. 2088, as follows:

Delete everything after the enacting clause and insert:
" ARTICLE 1
MINNESOTA POST RETIREMENT INVESTMENT FUND CHANGES
Section 1. Minnesota Statutes 2004, section 11A.18, subdivision 9, is amended to read:

Subd. 9. Calculation of postretirement adjustment. (a) Annually, following June
30, the state board shall use the procedures in paragraphs (b), (c), and (d) to determine
whether a postretirement adjustment is payable and to determine the amount of any
postretirement adjustment.

(b) If the Consumer Price Index for urban wage earners and clerical workers all
items index published by the Bureau of Labor Statistics of the United States Department
of Labor increases from June 30 of the preceding year to June 30 of the current year,
the state board shall certify the percentage increase. The amount certified must not
exceed the lesser of the difference between the preretirement interest assumption and
postretirement interest assumption in section 356.215, subdivision 8, paragraph (a), or
2.5 percent. For the Minneapolis Employees Retirement Fund, the amount certified must
not exceed 3.5 percent.

(¢) In addition to any percentage increase certified under paragraph (b), the board
shall use the following procedures to determine if a postretirement adjustment is payable
under this paragraph:

(1) The state board shall determine the market value of the fund on June 30 of
that year;

(2) The amount of reserves required as of the current June 30 for the annuity or

benefit payable to an annuitant and benefit recipient of the participating public pension
plans or funds must be determined by the commisstor=retatned actuary as-of-the-eurrent

Fure-30retained under section 356.214. An annuitant or benefit recipient who has been

receiving an annuity or benefit for at least 12 full months as of the current June 30 is
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eligible to receive a full postretirement adjustment. An annuitant or benefit recipient who
has been receiving an annuity or benefit for at least one full month, but less than 12 full
ménths as of the current June 30, is eligible to receive a partial postretirement adjustment.
Each fund shall report separately the amount of the reserves for those annuitants and
benefit recipients who are eligible to receive a full postretirement benefit adjustment. This
amount is known as "eligible reserves." Each fund shall also report separately the amount
of the reserves for those annuitants and benefit recipients who are not eligible to receive

a postretirement adjustment. This amount is known as "noneligible reserves." For an
annuitant or benefit recipient who is eligible to receive a partial postretirement adjustment,
each fund shall report separately as additional "eligible reserves" an amount that bears the
same ratio to the total reserves required for the annuitant or benefit recipient as the number
of full months of annuity or benefit receipt as of the current June 30 bears to 12 full
months. The remainder of the annuitant’s or benefit recipient’s reserves must be separately
reported as additional "noneligible reserves." The amount of "eligible” and "noneligible"
required reserves must be certified to the board by the commission-retained actuary as
soon as is practical following the current June 30;

(3) The state board shall determine the percentage increase certified under paragraph
(b) multiplied by the eligible required reserves, as adjusted for mortality gains and losses
under subdivision 11, determined under clause (2);

(4) The state board shall add the amount of reserves required for the annuities or
benefits payable to annuitants and benefit recipients of the participating public pension
plans or funds as of the current June 30 to the amount determined under clause (3);

(5) The state board shall subtract the amount determined under clause (4) from the
market value of the fund determined under clause (1);

(6) The state board shall adjust the amount determined under clause (5) by the
cumulative current balance determined purstant-tounder clause (8) and any negative
balance carried forward under clause (9);

(7) A positive amount resulting from the calculations in clauses (1) to (6) is the
excess market value. A negative amount is the negative balance;

(8) The state board shall allocate one-fifth of the excess market value or one-fifth
of the negative balance to each of five consecutive years, beginning with the fiscal year
ending the current June 30; and

(9) To calculate the postretirement adjustment under this paragraph based on
investment performance for a fiscal year, the state board shall add together all excess
market value allocated to that year and subtract from the sum all negative balances

allocated to that year. If this calculation results in a negative number, the entire negative
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balance must be carried forward and allocated to the next year. If the resulting amount is
positive, a postretirement adjustment is payable under this paragraph. The board shall
express a positive amount as a percentage of the total eligible required reserves certified to
the board under clause (2).

(d) The state board shall determine the amount of any postretirement adjustment
which is payable using the following procedure:

(1) The total "eligible" required reserves as of the first of January next following
the end of the fiscal year for the annuitants and benefit recipients eligible to receive a full
or partial postretirement adjustment as determined by clause (2) must be certified to the
state board by the eommtsston=retained actuary retained under section 356.214. The total
"eligible" required reserves must be determined by the eommisstor=retained actuary

retained under section 356.214 on the assumption that all annuitants and benefit recipients

eligible to receive a full or partial postretirement adjustment will be alive on the January
1 in question; and

(2) The state board shall add the percentage certified under paragraph (b) to any
positive percentage calculated under paragraph (c). The board shall not subtract from the
percentage certified under paragraph (b) any negative amount calculated under paragraph
(¢c). The sum of these percentages must be-carried to five decimal places and must be
certified to each participating public pension fund or plan as the full postretirement

adjustment percentage. The full postretirement adjustment percentage certified to each

participating public pension plan or fund must not exceed five percent. For the Minneapolis

Employees Retirement Fund, no maximum percentage adjustment is applicable.

(e) A retirement annuity payable in the event of retirement before becoming eligible
for Social Security benefits as provided in section 352.116, subdivision 3; 353.29,
subdivision 6; or 354.35 must be treated as the sum of a period certain retirement annuity
and a life retirement annuity for the purposes of any postretirement adjustment. The
period certain retirement annuity plus the life retirement annuity must be the annuity
amount payable until age 62 or 65, whichever applies. A postretirement adjustment
granted on the period certain retirement ahnuity must terminate when the period certain

retirement annuity terminates.

Sec. 2. EFFECTIVE DATE.

Section 1 is effective July 1, 2010.

ARTICLE 2
RECODIFICATION OF VARIOUS
STATEWIDE SPECIALTY RETIREMENT PLANS

Section 1. Minnesota Statutes 2004, section 3A.01, subdivision 1, is amended to read:

Article 2 3
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Subdivision 1. Purposes. Each of the terms defined in this section, for the purposes

of this chapter shatt-be-given has the meantngs meaning ascribed to-them.

Sec. 2. Minnesota Statutes 2004, section 3A.01, is amended by adding a subdivision to
read:

Subd. la. Actuarial equivalent. "Actuarial equivalent" means the condition of one

allowance or benefit having an equal actuarial present value to another allowance or

benefit, determined by the actuary retained under section 356.214 as of a given date at a

specified age with each actuarial present value based on the mortality table applicable for

the plan and approved under section 356.215, subdivision 18, and using the applicable

preretirement or postretirement interest rate assumption specified in section 356.215,

subdivision &.

Sec. 3. Minnesota Statutes 2004, section 3A.01, is amended by adding a subdivision to
read:

Subd. 1b. Average monthly salary. "Average monthly salary” means the average

of the member’s highest five successive years of salary that was received as a member

of the legislature and upon which the member has made contributions under section

3A.03, subdivision 1, or for which the member of the legislature has made payments for

past service under Minnesota Statutes 2004, section 3A.02, subdivision 2, or has made,

before July 1, 1994, payments in lieu of contributions under Minnesota Statutes 1992,

section 3A.031.

Sec. 4. Minnesota Statutes 2004, section 3A.01, is amended by adding a subdivision to
read:

Subd. 1c. Constitutional officer. "Constitutional officer" means a person who was

duly elected, qualifies for, and serves as the governor, the lieutenant governor, the attorney

general, the secretary of state, or the state auditor of the state of Minnesota.

Sec. 5. Minnesota Statutes 2004, section 3A.01, subdivision 2, is amended to read:

Subd. 2. Dependent child. (a) "Dependent child" means any natural or adopted
child of a deceased member of the legislature or a former legislator who is under the age
of 18, or who is under the age of 22 and is a full-time student, and who, in either case, is
unmarried and was actually dependent for more than one-half of support upon sueh the
legislator for a period of at least 90 days immediately prior-to before the legislator’s
death.

(b) The term also includes any child of the member of the legislature or former

legislator who was conceived during the lifetime of, and who was born after the death of,
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the member or former legislator. Fhis-subdiviston-shatt-be-retroactive-as-to-any-dependent
Sec. 6. Minnesota Statutes 2004, section 3A.01, subdivision 6, is amended to read:
Subd. 6. Director. "Director”" means the executive director of the Minnesota State

Retirement System who was appointed under section 352.03, subdivision 5.

Sec. 7. Minnesota Statutes 2004, section 3A.01, is amended by adding a subdivision to
read:

Subd. 6b. Former legislator. "Former legislator" means a legislator who has

ceased to be a member of the legislature for any reason, including, but not limited to, the

expiration of the term for which a member of the legislature was elected or the death

of the member.

Sec. 8. Minnesota Statutes 2004, section 3A.01, is amended by adding a subdivision to
read:

Subd. 6¢c. Member of the legislature. "Member of the legislature” means a

person who was a member of the house of representatives or of the senate of the state of

Minnesota who has subscribed to the oath of office after July 1, 1965, and who was first

elected to a legislative office before July 1, 1997, and retained coverage by the plan under

Laws 1997, chapter 233, article 2, section 15.

Sec. 9. Minnesota Statutes 2004, section 3A.01, subdivision &, is amended to read:

Subd. 8. Normal retirement age. "Normal retirement age" means the age of 66

Sec. 10. Minnesota Statutes 2004, section 3A.01, is amended by adding a subdivision
to read:

Subd. 9. Retirement. "Retirement" means the period of time after which a former

legislator is entitled to a retirement allowance.

Sec. 11. Minnesota Statutes 2004, section 3A.01, is amended by adding a subdivision
to read:

Subd. 10. Salary. (a) "Salary" means the regular compensation payable under law

to a member of the legislature and paid to the person for service as a legislator.

(b) The term includes the monthly compensation paid to the member of the

legislature and the per diem payments paid during a regular or special session to the

member of the legislature.
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(c) The term does not include per diem payments paid to a member of the legislature

other than during the regular or special session; additional compensation attributable to a

leadership position under section 3.099, subdivision 3; living expense payments under

section 3.101; and special session living expense payments under section 3.103.

Sec. 12. Minnesota Statutes 2004, section 3A.011, is amended to read:
3A.011 ADMINISTRATION OF PLAN.

The executive director and the board of directors of the Minnesota State Retirement

System shall administer the legislators retirement plan in accordance with this chapter

and chapter 356A.

Sec. 13. Minnesota Statutes 2004, section 3A.02, subdivision 1, is amended to read:

Subdivision 1. Qualifications. (a) A former legislator is entitled, upon written
application to the director, to receive a retirement allowance monthly, if the person:

(1) has either served at least six full years, without regard to the application of
section 3A.10, subdivision 2, or has served during all or part of four regular sessions as a
member of the legislature, which service need not be continuous;

(2) has attained the normal retirement age;

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

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

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

Minnesota Statutes 1992, section 3A.031, prior-te before July 1, 1994.

sesston; Unless the former legislator has legislative service before January 1, 1979, the

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

member’s average monthly salary-

monthty-satary and adjusted for that person on an actuarial equivalent basis to reflect the
change in the postretirement interest rate actuarial assumption under section 356.215,
subdivision 8, from five percent to six percent. The adjustment must be calculated by or,

alternatively, the adjustment procedure must be specified by, the actuary retained by-the
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Eegistative-CommisstorronPenstonsand-Retirement under section 356.214. The purpose

of this adjustment is to ensure that the total amount of benefits that the actuary predicts

an individual member will receive over the member’s lifetime under this paragraph will
be the same as the total amount of benefits the actuary predicts the individual member
would receive over the member’s lifetime under the law in effect before enactment of this

paragraph. If the former legislator has legislative service before January 1, 1979, the

person’s benefit must include the additional benefit amount in effect on January 1,1979,

and adjusted as otherwise provided in this paragraph.

& (c) The retirement allowance accrues beginning with the first day of the month
of receipt of the application, but not before age 60, and for the remainder of the former
legislator’s life, if the former legislator is not serving as a member of the legislature or as a
constitutional officer er-commtisstoner-as defined in section 352€-0621;-subdrvistons2-and

3 3A.01, subdivision 1c. The annuity does not begin to accrue prrorto before the person’s

retirement as a legislator. No annuity payment may be made retroactive for more than 180
days before the date that the annuity application is filed with the director.

ey (d) Any member who has served during all or part of four regular sessions is
considered to have served eight years as a member of the legislature.

€6 (e) The retirement allowance ceases with the last payment that accrued to the

retired legislator during the retired legislator’s lifetime, except that the surviving spouse, if

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

month in which the retired legislator died.

Sec. 14. Minnesota Statutes 2004, section 3A.02, subdivision 1b, is amended to read:
Subd. 1b. Reduced retirement allowance. (a) Upon separation from service after
the beginning of the 1981 legislative session, a former member of the legislature who has
attained the age set by the board of directors of the Minnesota State Retirement System
and who is otherwise qualified macecordance-with under subdivision 1 is entitled, upon
making written application on ferms-suppited a form prescribed by the director, to a

reduced retirement allowance m. 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 anmutty allowance is the actuarial equivalent of the anmutty allowance
that would be payable if the former member of the legislature deferred receipt of the
anmutty allowance and the anmutty allowance amount were was augmented at an annual
rate of three percent compounded annually from the date the anmutty allowance begins to
accrue until age 62.

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

age than the early retirement age under section 352.116, subdivision 1a.

Article 2 7
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(c) If there is an actuarial cost toythe pIan of resetting the early retirement age under
paragraph (a), the retired legislator is required to pay an additional amount to cover the
full actuarial value. The additional amount must be paid in a lump sum within 30 days of
the certification of the amount by the executive director.

(d) The executive director of the Minnesota State Retirement System shall report
to the Legislative Commission on Pensions and Retirement on the utilization of this

provision annually on or before September 1:-26686.

Sec. 15. Minnesota Statutes 2004, section 3A.02, subdivision 3, is amended to read:
Subd. 3. Appropriation. The amounts required for payment of retirement
allowances provided by this section are appropriated annually to the director from the

participation of the legislators retirement plan in the Minnesota postretirement investment

fund amd-shat. The retirement allowance must be paid monthly to the recipients entitled

thereto to those retirement allowances.

Sec. 16. Minnesota Statutes 2004, section 3A.02, subdivision 4, is amended to read:
Subd. 4. Deferred annuities augmentation. (a) The deferred annutty retirement

allowance of any former legislator must be augmented as provided herein.

(b) The required reserves applicable to the deferred anmutty retirement allowance,
determined as of the date the benefit begins to accrue using an appropriate mortality table
and an interest assumption of six percent, must be augmented from the first of the month
following the termination of active service, or July 1, 1973, whichever is later, to the

first day of the month in which the annuity allowance begins to accrue, at the following

- Or rates:

(1) five percent until J anuary 1, 1981;

(2) three percent from January 1, 1981, or from the first day of the month following

the termination of active service, whichever is later, until January 1 of the year in which

the former legislator attains age 55;

(3) five percent from the period end date under clause (2) to the effective date of

retirement.
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andRetirement:

Sec. 17. Minnesota Statutes 2004, section 3A.02, subdivision 5, is amended to read:

Subd. 5. Optional annuities. (a) The board of directors shall establish an optional
retirement annuity in the form of a joint and survivor annuity and an optional retirement
annuity in the form of a period certain and life thereafter. Except as provided in paragraph
(b), these optional annuity forms must be actuarially equivalent to the normal annuity
allowance computed under this section, plus the actuarial value of any surviving spouse
benefit otherwise potentially payable at the time of retirement under section 3A.04,
subdivision 1. An individual selecting an optional annuity under this subdivision watves

and the person’s spouse waive any rights to surviving spouse benefits under section 3A.04,

subdivision 1.

(b) If a retired legislator selects the joint and survivor annuity option, the retired
legislator must receive a normal single-life anmuty allowance if the designated optional
annuity beneficiary dies before the retired legislator and no reduction may be made in the
annuity to provide for restoration of the normal single-life anmutty allowance in the event
of the death of the designated optional annuity beneficiary.

(c) The surviving spouse of a legislator who has attained at least age 60 and who dies
while a member of the legislature may elect an optional joint and survivor annuity under

paragraph (a), in lieu of surviving spouse benefits under section 3A.04, subdivision 1.

Sec. 18. Minnesota Statutes 2004, section 3A.03, subdivision 1, is amended to read:
Subdivision 1. Percentage. (a) Every member of the legislature shall contribute
nine percent of total salary;.

(b) The contribution must be made by payroll deduction;-te and must be paid into
the state treasury and deposited in the general fund. H-shatt-be-the-duty-of

(¢) The director to must record the periodic contributions of each member of the

legislature and must credit sweh each contribution to the member’s account.

Sec. 19. Minnesota Statutes 2004, section 3A.03, subdivision 2, is amended to read:
Subd. 2. Refund. (a) A former member who has made contributions under
subdivision 1 and who is no longer a member of the legislature is entitled to receive, upon
written application to the executive director on a form prescribed by the executive director,

a refund from the general fund of all contributions credited to the member’s account with

interest computed as provided in section 352.22, subdivision 2.

Article 2 9
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(b) The refund of contributions as provided in paragraph (a) terminates all rights
of a former member of the legislature and the survivors of the former member under
this chapter.

(c) If the former member of the legislature again becomes a member of the
legislature after having taken a refund as provided in paragraph (a), the member must-be

constdered is a new-member of this-ptan the unclassified employees retirement program of

the Minnesota State Retirement System.

(d) However, the member may reinstate the rights and credit for service previously

forfeited under this chapter if the member repays all refunds taken, plus interest at an

annual rate of 8.5 percent compounded annually from the date on which the refund was
taken to the date on which the refund is repaid.

) (e) No person may be required to apply for or to accept a refund.

Sec. 20. Minnesota Statutes 2004, section 3A.04, subdivision 1, is amended to read:
Subdivision 1. Surviving spouse. (a) Upon the death of a member of the legislature
while serving as S‘t’cCh a member afterFune36:-1973, or upon the death of a former member
of the legislature with at least the-rmber-of six full years of service as-required-by-seetion

IA-02-subdrvistontctanse(H or service in all or part of four regular legislative sessions,
the surviving spouse shatt-be-patd is entitled to a survivor benefittnrthe-ameunt-of .

(b) The surviving spouse benefit is one-half of the retirement allowance of the

member of the legislature computed as though the member were at least normal retirement

age on the date of death and based upon the member’s allowable service or upon eight

years, whichever is greater. The augmentation provided in section 3A.02, subdivision 4, if

applicable, shatt must be applied for the period up to, and including, the month of death.

(c) Upon the death of a former legislator receiving a retirement allowance, the
surviving spouse shatl-be is entitled to one-half of the amount of the retirement allowance
being paid to the legislator. Suek

(d) The surviving spouse benefit shatt-be-patd-durtng is payable for the lifetime

of the surviving spouse.

Sec. 21. Minnesota Statutes 2004, section 3A.04, subdivision 2, is amended to read:

Subd. 2. Dependent children. (a) Upon the death of a member of the legislature
while serving as a member, or upon the death of a former member of the legislature who
has rendered at least the-number-of six full years of service asrequiredby-sectton34:62;

stbdivistorrtelause(H or service in all or part of four regular legislative sessions and

who was not receiving a retirement allowance, each dependent child of the member or

former legislator shatt-be is entitled to receive a survivor benefit in the following amount:

Article 2 10
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(D) for the first dependent child, a monthly aftewance-whtehequats benefit equal to

25 percent of the monthly retirement allowance of the member of the legislature or the

former legislator computed as though the member or the former legislator had attained at
least the normal retirement age on the date of death and based upon the average monthly
salary as of the date of death or as of the date of termination, whicheverts-appheable
applies, and the member’s allowable service or eight years,whichever is greater;

(2) for each additional dependent child, a monthly altewanee-whichequats benefit
equal to 12-1/2 percent of the monthly retirement allowance of the member or the former

legislator computed as provided in the-case-of-the-first-chitd clause (1); but and

(3) the total amount paid to the surviving spouse and to the dependent child or
children shaHmay not exceed, in anyone month, 100 percent of the monthly retirement
allowance of the member or of the former legislator computed as provided in the-caseof
the-first-chttd clause (D).

(b) The augmentation provided in section 3A.02, subdivision 4, if applicable,
shatt-be-apptted applies from the first day of the month next following the date of the

termination of the person from service as a member of the legislature to the month of

the death of the person. |
(c) Upon the death of a former legislator who was receiving a retirement allowance,

the a surviving dependent child shattbe is entitled to the applicable percentage specified

above in paragraph (a), clause (1) or (2), whichever applies, of the amount of the

allowance which was paid to the former legislator for the month immediately prior-to

before the date of death of the former legislator.

(d) The payments for dependent children shatt must be made to the surviving spouse

or to the guardian of the estate of the dependent children, if there is one.

Sec. 22. Minnesota Statutes 2004, section 3A.04, subdivision 3, is amended to read:
Subd. 3. Payment. The surviving spouse’s spouse and dependent ehitdren®s child

or children survivor benefits payable under this section shattbe-patd are payable by the
director monthly in the same manner as retirement allowances are authorized to be paid

by this chapter.

Sec. 23. Minnesota Statutes 2004, section 3A.04, subdivision 4, is amended to read:
Subd. 4. Death refunds. (a) Upon the death of a member of the legislature or
of a former legislator who was not receiving a retirement allowance; without leaving

either a surviving spouse or a dependent child or dependent children, the last designated

beneficiary named on a form that was filed with the director before the death of the
legislator, or if no designation is filed, the estate of the member or the former legislator,

upon application, shatt-be is entitled to a refund.

Article 2 11
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(b) The refund is the amount of contributions credited to the person’s account plus

interest as provided in section 3A.03, subdivision 2, etattse{2} paragraph (a).

Sec. 24. Minnesota Statutes 2004, section 3A.04, is amended by adding a subdivision
to read:

Subd. 5. Appropriation. The survivor benefits and the death refunds authorized by

this section are appropriated to the director from the general fund when they are due and

payable.
Sec. 25. Minnesota Statutes 2004, section 3A.05, is amended to read:
3A.05 APPLICATION FOR SURVIVOR BENEFIT.
(a) Applications for survivor benefits parstant-to under section 3A.04 shatt must be

filed with the director by the surviving spouse and dependent child or children entitled

to benefits purswantto under section 3A.04, or by the guardian of the estate, if there is
one, of the dependent child or children.

(b) Survivor benefits shatt-accrue as of the first day of the month following the death
of the member of the legislature or former legislator and payments shatt-commence as
of the first of the month next following the filing of the application, and shalt-be are

retroactive to the date the benefit accruesrprovidedshoweverthat-nopayment-shait-be
retroactivefor-more-than or the first of the month occurring 12 months priorto before the

month in which the application is filed with the director, whichever is earlier.

Sec. 26. Minnesota Statutes 2004, section 3A.07, is amended to read:

3A.07 APPLICATION.

(a) Except as provided in paragraph (b), this chapter applies to members of the
legislature in service after July 1, 1965, who otherwise meet the requirements of this
chapter.

(b) Members of the legislature who were elected for the first time after June 30,
1997, or members of the legislature who were elected before July 1, 1997, and who, after
July 1, 1998, elect not to be members of the plan established by this chapter are covered
by the unclassified employees retirement program governed by chapter 352D.

(c) The post-July 1, 1998, coverage election under paragraph (b) is irrevocable

and must be made on a form prescribed by the director. The second chance referendum

election under Laws 2002, chapter 392, article 15, also is irrevocable.

Sec. 27. Minknesota Statutes 2004, section 3A.10, subdivision 1, is amended to read:
Subdivision 1. Service credit for legislative term. (a) In the case of a member of

the house of representatives, one full term of office shalt must be considered two full years
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of service, notwithstanding the fact that the oath of office may-be was taken on different
days each biennium.

(b) In the case of a member of the senate, one full term of office shatt must be
considered four full years of service, notwithstanding the fact that the oath of office may
be was taken on different days at the start of each term.

(¢) For purposes of this chapter, a legislative term shalt must be deemed to

commence on January +st 1 and to end on December 3tst 31.

Sec. 28. Minnesota Statutes 2004, section 3A.12, is amended to read:
3A.12 COVERAGE BY MORE THAN ONE RETIREMENT SYSTEM OR
ASSOCIATION.
Subdivision 1. Entitlement to annuity. (a) Any legislator who has been an
employeecoveredby a member of a retirement plan listed in paragraph (b) is entitled,

when otherwise qualified, to a retirement allowance or annuity from each plan if the total

allowable service in all plans or in any two of these plans totals ten or more years.

(b) This section applies to any retirement plan or program administered by the

Minnesota State Retirement System, or amember-of any retirement plan administered

by the Public Employees Retirement Association, including the Public Employees
Retirement Association police and fire fund, or the Teachers Retirement Association, or
the Minneapolis employees retirement Fumnd plan, or the State Patrol retirement frd
plan, or any other public employee retirement system in the state of Minnesota having a
like provision but-exetudtngalt.

(c) This section does not apply to other funds retirement plans providing benefits for

police or firefighters;shs

(d) No portion of the allowable service upon which the retirement annuity from one

fund plan is based is again used in the computation for benefits from another fund plan.
The annuity from each fund-shatt plan must be determined by the appropriate provisions
of the law, except that the requirement that a person must have atdeastterr a minimum
number of yearsof allowable service in the respective system or association skatt does not
apply for the purposes of this section provided if the combined service in two or more

of these fumdsplans equals ten or more years. The augmentation of deferred annuities
provided in section 3A.02, subdivision 4, shatt-appty applies to the annuities accruing
hereunder under this section.

Subd. 2. Refund repayment. Any A former legislator who has received a refund as

provided in section 3A.03, subdivision 2, who is a currently contributing member of a
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retirement fand plan specified in subdivision 1, paragraph (b), may repay the refund as

provided in section 3A.03, subdivision 2. Any A member of the legislature who has

received a refund from any of the fands retirement plans specified in subdivision 1; may

repay the refund to the respective fand plan under such terms and conditions consistent

with the law governing suehfund the retirement plan if the law governing suehfund the

plan permits the repayment of refunds. If the total amount to be repaid, including principal
and interest exceeds $2,000, repayment maybe made in three equal installments over a
period of 18 months, with the interest accrued during the period of the repayment added

to the final installment.

Sec. 29. Minnesota Statutes 2004, section 3A.13, is amended to read:

3A.13 EXEMPTION FROM PROCESS AND TAXATION; HEALTH
PREMIUM DEDUCTION.

(a) The provisions of section 352.15 shattapply to the legislators retirement plan,
chapter 3A.

(b) The executive director of the Minnesota State Retirement System must, at the
request of a retired legislator who is enrolled in a health insurance plan covering state
employees, deduct the person’s health insurance premiums from the person’s annuity and

transfer the amount of the premium to a health insurance carrier covering state employees.

Sec. 30. [352C.001] RETIREMENT PLAN; APPLICATION.

(a) The retirement plan applicable to a former constitutional officer who was first

elected to a constitutional office after July 1, 1967, and before July 1, 1997, is the

applicable portions of this chapter and chapter 356 in effect on the date on which the

person terminated active service as a constitutional officer.

(b) Nothing in this section or section 31 or 84, subdivision 2, is intended to reduce

the benefits of former constitutional officers or to adversely modify their eligibility for

benefits in effect as of the day before the effective date of this section.

Sec. 31. Minnesota Statutes 2004, section 352C.091, subdivision 1, is amended to read:
Subdivision 1. Administrative agency and standards. Fhisehapter (a) The elected

officers retirement plan must be administered by the board of directors and the executive

director of the Minnesota State Retirement System.

(b) The elected state officers retirement plan must be administered consistent with

thisehapter the applicable statutory provisions governing the plan and chapters 356 and

356A.

Sec. 32. Minnesota Statutes 2004, section 352C.10, is amended to read:
352C.10 BENEFIT ADJUSTMENTS.
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Retirement allowances payable to retired constitutional officers purstrant-to-seetton
352€-631-and surviving spouse benefits payable purstant-to-sectton-352€-04-shalt must

be adjusted in the same manner, at the same times and in the same amounts as are benefits

payable from the Minnesota postretirement investment fund to retirees of a participating

~public pension fund.

Sec. 33. Minnesota Statutes 2004, section 352D.02, subdivision 1, is amended to read:

Subdivision 1. Coverage. (a) Employees enumerated in paragraph (c), clauses (2),
(3), (4), and (6) to (14), if they are in the unclassified service of the state or Metropolitan
Council and are eligible for coverage under the general state employees retirement plan
under chapter 352, are participants in the unclassified plan under this chapter unless the
employee gives notice to the executive director of the Minnesota State Retirement System
within one year following the commencement of employment in the unclassified service
that the employee desires coverage under the general state employees retirement plan.
For the purposes of this chapter, an employee who does not file notice with the executive
director is deemed to have exercised the option to participate in the unclassified plan.

(b) Persons referenced in paragraph (c), etauses{H-and clause (5), are participants
in the unclassified program under this chapter unless the person ts was eligible to elect
different coverage under section 3A.07 or-352€-6H-andrafterJuly-H1998;—<lects elected
retirement coverage by the applicable alternative retirement plan. Persons referenced
in paragraph (c), clause (15), are participants in the unclassified program under this
chapter for judicial employment in excess of the service credit limit in section 490.121,
subdivision 22.

(c) Enumerated employees and referenced persons are:

(1) the governor, the lieutenant governor, the secretary of state, the state auditor,
and the attorney general; |

(2) an employee in the Office of the Governor, Lieutenant Governor, Secretary
of State, State Auditor, Attorney General;

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

(4) the head of a department, division, or agehcy created by statute in the unclassified
service, an acting department head subsequently appointed to the position, or an employee
enumerated in section 15A.0815 61‘ 15A.083, subdivision 4;

(5) a member of the legislature;

(6) a full-time unclassified employee of the legislature ora commission or agency of
the legislature who is appointed without a limit on the duration of the employment or a

temporary legislative employee having shares in the supplemental retirement fund as a
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result of former employment covered by this chapter, whether or not eligible for coverage
under the Minnesota State Retirement System;

(7) a person who is employed in a position established under section 43A.08,
subdivision 1, clause (3), or in a position authorized under a statute creating or establishing
a department or agency of the state, which is at the deputy or assistant head of department
or agency or director level;

(8) the regional administrator, or executive director of the Metropolitan Council,
general counsel, division directors, operations managers, and other positions as designated
by the council, all of which may not exceed 27 positions at the council and the chair;

(9) the executive director, associate executive director, and not to exceed nine
positions of the Higher Education Services Office in the unclassified service, as designated
by the Higher Education Services Office before January 1, 1992, or subsequently
redesignated with the approval of the board of directors of the Minnesota State Retirement
System, unless the person has elected coverage by the individual retirement account
plan under chapter 354B;

(10) the clerk of the appellate courts appointed under article VI, section 2, of the
Constitution of the state of Minnesota;

(11) the chief executive officers of correctional facilities operated by the Department
of Corrections and of hospitals and nursing homes operated by the Department of Human
Services;

(12) an employee whose principal employment is at the state ceremonial house;

(13) an employee of the Minnesota Educational Computing Corporation;

(14) an employee of the State Lottery who is covered by the managerial plan
established under section 43A.18, subdivision 3; and

(15) a judge who has exceeded the service credit limit in section 490.121,

subdivision 22.

Sec. 34. REPEALER; EFFECT ON BENEFIT COVERAGE.

Subdivision 1. Legislators retirement plan; repealed as obsolete. Minnesota

Statutes 2004, sections 3A.01, subdivisions 3, 4, 6a, and 7; 3A.02, subdivision 2; 3A.04,

subdivision la; and 3A.09, are repealed.

Subd. 2. Elective state officers retirement plan; repealed as obsolete. Minnesota
Statutes 2004, sections 352C.01; 352C.011; 352C.021, subdivisions 1, 2, 3,4, 5, 6, and
7; 352C.031, subdivisions 1, 2, 4, 5, and 6; 352C.033; 352C.04; 352C.051; 352C.09;

and 352C.091, subdivisions 2 and 3, and Minnesota Statutes 2005 Supplement, section

352C.021, subdivision 1a, are repealed.
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Sec. 35. EFFECTIVE DATE.

Sections 1 to 34 are effective July 1, 2006.
ARTICLE 3
MINNESOTA STATE RETIREMENT SYSTEM
| CONTRIBUTION INCREASES

Section 1. Minnesota Statutes 2004, section 352.04, subdivision 2, is amended to read:
Subd. 2. Employee contributions. The employee contribution to the fund must be

equal to 4=6the following percent of salary=:

before July 1, 2007 4.00
from July 1, 2007, to June 30, 2008 4.25
from July 1, 2008, to June 30, 2009 4.50
from July 1, 2009, to June 30, 2010 4.75
from July 1, 2010, and thereafter 5.00.

These contributions must be made by deduction from salary as provided in

subdivision 4.

Sec. 2. Minnesota Statutes 2004, section 352.04, subdivision 3, is amended to read:
Subd. 3. Employer contributions. The employer contribution to the fund must be

equal to 46the following percent of salary::

before July 1, 2007 , 4.00
from July 1, 2007, to June 30, 2008 4.25
from July 1, 2008, to June 30, 2009 4.50
from July 1, 2009, to June 30, 2010 4.75

5.00.

from July 1, 2010, and thereafter

Sec. 3. [352.045] PROCEDURE FOR REVISING EMPLOYEE AND
EMPLOYER CONTRIBUTIONS IN CERTAIN INSTANCES.

Subdivision 1. Application. This section applies to the general employees plan and

the correctional employees plan under this chapter, and to the state patrol plan under

chapter 352B.

Subd. 2. Determination. For purposes of this section, a contribution sufficiency

exists if, for purposes of the applicable plan, the total of the employee contributions,

the emplover contributions, and any additional employer contributions, if applicable,

exceeds the total of the normal cost, the administrative expenses, and the amortization

contribution of the retirement plan as reported in the most recent actuarial valuation of the

retirement plan prepared by the actuary retained under section 356.214 and prepared under

section 356.215 and the standards for actuarial work of the Legislative Commission on

Pensions and Retirement. For purposes of this section, a contribution deficiency exists

if, for the applicable plan, the total employee contributions, employer contributions, and
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any additional employer contributions are less than the total of the normal cost, the

administrative expenses, and the amortization contribution of the retirement plan as

reported in the most recent actuarial valuation of the retirement plan prepared by the

actuary retained under section 356.214 and prepared under section 356.215 and the

standards for actuarial work of the Legislative Commission on Pensions and Retirement.

Subd. 3. Contribution rate revision. Notwithstanding the contribution rate

provisions stated in plan law, the emplovyee and employer contribution rates must be

adjusted:
(1) if, after July 1, 2011, the regular actuarial valuations of the applicable plan under

section 356.215 indicate that there is a contribution sufficiency under subdivision 2 equal

to or greater than 0.5 percent of covered payroll for two consecutive years, the employee

and employer contribution rates for the applicable plan must be decreased as determined

under subdivision 4 to a level such that the sufficiency equals no more than 0.25 percent of

covered payroll based on the most recent actuarial valuation; or

(2) if, after July 1, 2011, the regular actuarial valuations of the applicable plan under

section 356.215 indicate that there is a deficiency equal to or greater than 0.5 percent of

covered payroll for two consecutive years, the employee and employer contribution rates

for the applicable plan must be increased as determined under subdivision 4 to a level such

that no deficiency exists based on the most recent actuarial valuation.

Subd. 4. Reporting, commission review. (a) The contribution rate increase or

decrease must be determined by the executive director of the Minnesota State Retirement

System; must be reported to the chair and the executive director of the Legislative

Commission on Pensions and Retirement on or before the next February 1, and, if the

Legislative Commission on Pensions and Retirement does not recommend against the

rate change or does not recommend a modification in the rate change, is effective on the

next July 1 following the determination by the executive director that a contribution

deficiency or sufficiency has existed for two consecutive fiscal years based on the most

recent actuarial valuations under section 356.215. If the aCtuariaHy required contribution

exceeds or is less than the total support provided by the combined employee and employer

contribution rates for the applicable plan by more than 0.5 percent of covered payroll, the

applicable plan employee and emplover contribution rates must be adjusted incrementally

over one or more years to a level such that there remains a contribution sufficiency of no

more than 0.25 percent of covered payroll.

(b) No incremental adjustment may exceed 0.25 percent of payroll for either the

emplovee or employer contribution rates per year in which any adjustment is implemented.

For an applicable plan, a contribution rate adjustment under this section must not be
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made until at least two years have passed since fully implementing a previous adjustment

under this section.

Sec. 4. Minnesota Statutes 2004, section 352.92, subdivision 1, is amended to read:

Subdivision 1. Employee contributions. Employee contributions of covered

correctional employees must be in an amount equal to 5-69the following percent of salary::

before July 1, 2007

from July 1, 2007, to June 30, 2008
from July 1, 2008, to June 30, 2009
from July 1, 2009, to June 30, 2010

from July 1, 2010, and thereafter

5.69
6.40
7.00
7.70
8.60.

These contributions must be made by deduction from salary as provided in section

352.04, subdivision 4.

Sec. 5. Minnesota Statutes 2004, section 352.92, subdivision 2, is amended to read:

Subd. 2. Employer contributions. The employer shall contribute for covered

correctional employees an amount equal to #98the following percent of salarys:

before July 1, 2007

from July 1, 2007, to June 30, 2008
from July 1, 2008, to June 30, 2009
from July 1, 2009, to June 30, 2010
from July 1, 2010, and thereafter

~J
\O
oo

l.
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-y
<O

I.

fum—y
<
p—
<

—
a—
—
()

I.

[a—
o
[—
<o

Sec. 6. Minnesota Statutes 2004, section 352B.02, subdivision la, is amended to read:

Subd. 1la. Member contributions. Each member shall pay a sum equal to 846the

following percent of the member’s salary, which shall constitute the member contribution

to the fund::

before July 1, 2007

from July 1, 2007, to June 30, 2008
from July 1, 2008, to June 30, 2009
from July 1, 2009, and thereafter

o0
N
o

\O
[W—y
<

\O
oo
o

oy
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These contributions must be made by deduction from salary as provided in section

352.04, subdivision 4.

Sec. 7. Minnesota Statutes 2004, section 352B.02, subdivision 1c, is amended to read:

Subd. lc. Employer contributions. In addition to member contributions,

department heads shall pay a sum equal to +2:68 the following percent of the salary upon

which deductions were made, which shall constitute the employer contribution to the fund-:

before July 1, 2007
from July 1, 2007, to June 30, 2008
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from July 1, 2008, to June 30, 2009 14.60
from July 1, 2009, and thereafter 15.60.

Department contributions must be paid out of money appropriated to departments

for this purpose.

Sec. 8. Minnesota Statutes 2004, section 352D.04, subdivision 2, is amended to read:
Subd. 2. Contribution rates. (a) The money used to purchase shares under this

section is the employee and employer contributions provided in this subdivision.
(b) The employee contribution is an amount equal to the-employeecontribution
speetfiedinseetton352:04subdiviston2 four percent of salary.

(¢) The employer contribution is an amount equal to six percent of salary.

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

(e) For members of the legislature, the contributions under this subdivision also must
be made on per diem payments received during a regular or special legislative session, but
may not be made on per diem payments received outside of a regular or special legislative
session, on the additional compensation attributable to a leadership position under section
3.099, subdivision 3, living expense payments under section 3.101, or special session
living expense payments under section 3.103.

(f) For a judge who is a member of the unclassified plan under section 352D.02,
subdivision 1, paragraph (c), clause (16), the employee contribution rate is eight percent

of salary, and there is no employer contribution.

Sec. 9. EFFECTIVE DATE.

(a) Sections 1, 2, 3, and 8 are effective July 1, 2007.

(b) Sections 4, 5, 6, and 7 are effective July 1, 2006.
ARTICLE 4
MSRS-CORRECTIONAL RETIREMENT PLAN INCLUSIONS

Section 1. Minnesota Statutes 2004, section 352.91, subdivision 3g, is amended to read:

Subd. 3g. Additional Corrections Department personnel. (a) "Covered
correctional service" means service by a state employee in one of the employment
positions at the designated Minnesota correctional facility specified in paragraph (b) if at
least 75 percent of the employee’s working time is spent in direct contact with inmates and
the fact of this direct contact is certified to the executive director by the commissioner
of corrections.

(b) The qualifying employment positions and the designated correctional facilities

are:
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(1) corrections discipline unit supervisor, at the Minnesota Correctional
Facility-Faribault, the Minnesota Correctional Facility-Lino Lakes, the Minnesota
Correctional Facility-Oak Park Heights, the Minnesota Correctional Facility-Rush City,
and the Minnesota Correctional Facility-St. Cloud;

(2) dental assistant registered, at the Minnesota Correctional Facility-Faribault, the
Minnesota Correctional Facility-Lino Lakes, the Minnesota Correctional Facility-Moose
Lake, the Minnesota Correctional Facility-Oak Park Heights, and the Minnesota
Correctional Facility-Red Wing;

(3) dental hygienist, at the Minnesota Correctional Facility-Shakopee and the
Minnesota Correctional Facility-Rush City;

(4) psychologist 2, at the Minnesota Correctional Facility-Faribault, the Minnesota
Correctional Facility-Lino Lakes, the Minnesota Correctional Facility-Moose Lake,
the Minnesota Correctional Facility-Oak Park Heights, the Minnesota Correctional
Facility-Red Wing, the Minnesota Correctional Facility-Rush City, the Minnesota
Correctional Facility-St. Cloud, the Minnesota Correctional Facility-Shakopee, and the
Minnesota Correctional Facility-Stillwater; or

(5) sentencing to service crew leader involved with the inmate community work
crew program, at the Minnesota Correctional Facility-Faribault and the Minnesota
Correctional Facility-Lino Lakes;

(6) laundry coordinator-mending, at the Minnesota Correctional Facility-Faribault;

(7) laundry coordinator-washroom, at the Minnesota Correctional Facility-Faribault;

(8) laundry coordinator, at the Minnesota Correctional Facility-Faribault; and

(9) delivery van driver, at the Minnesota Correctional Facility-Faribault.

Sec. 2. COVERAGE FOR PRIOR STATE SERVICE FOR CERTAIN PERSONS.

Subdivision 1. Election of prior state coverage. (a) An employee who has future

retirement coverage transferred to the correctional state employees retirement plan under

section 1 is entitled to elect to obtain prior service credit for eligible correctional state

service performed after June 30, 1997, and before July 1, 2006, with the Department

of Corrections and an employee who had future retirement coverage transferred to the

correctional state employees retirement plan under Laws 2004, chapter 267, article 1,

section 1, is entitled to elect to obtain prior service credit for eligible correctional state

service performed at the Minnesota Correctional Facility-Rush City before August 1,

2004. All prior service credit in either instance must be purchased.

(b) Eligible correctional state service is either a prior period of continuous service

after June 30, 1997, or a prior period of continuous service at the Minnesota Correctional

Facility-Rush City before August 1, 2004, whichever applies, performed as an employee
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of the Department of Corrections that would have been eligible for the correctional

state employees retirement plan coverage under section 1, if that prior service had been

performed after August 1, 2004, or June 30, 20006, rather than before August 1, 2004, or

July 1, 2006, whichever applies. Service is continuous if there has been no period of

discontinuation of eligible state service for a period greater than 30 calendar days.

(c) The commissioner of corrections shall certify eligible correctional state service

to the commissioner of employee relations and to the executive director of the Minnesota

State Retirement System.

(d) A correctional employee covered under section 1 is entitled to purchase the past

service if the department certifies that the employee met the eligibility requirements for

coverage. The employee must make additional employee contributions. Payment for past

service must be completed by June 30, 2007.

Subd. 2. Payment for prior service. (a) An employee electing to obtain prior

service credit under subdivision 1 must pay an additional employee contribution for

that prior service. The additional member contribution is the contribution differential

percentage applied to the actual salary paid to the employee during the period of the

prior eligible correctional state service, plus interest at the rate of 8.5 percent per annum,

compounded annually. The contribution differential percentage is the difference between

5.69 percent of salary and the applicable employee contribution rate of the general state

employees retirement plan during the period of the prior eligible correctional state service.

(b) The additional member contribution may be paid only in a lump sum. Payment

must accompany the election to obtain prior service credit. No election or payment may

be made by the person or accepted by the executive director of the Minnesota State

Retirement System after June 30, 2007.

Subd. 3. Transfer of assets. (a) Assets must be transferred from the general state

employees retirement plan to the correctional state employees retirement plan in an

amount equal to the present value of benefits earned under the general state employees

retirement plan for each emplovee transferring to the correctional state employees

retirement plan under this section, as determined by the actuary retained under Minnesota

Statutes, section 356.214, in accordance with Minnesota Statutes, section 356.215,

multiplied by the accrued liability funding ratio of active members as derived from the

most recent actuarial valuation prepared by the actuary retained under Minnesota Statutes,

section 356.214.. The transfer of assets must be made within 30 days after the employee

elects to transfer the coverage to the correctional state employees retirement plan.

(b) The Department of Corrections shall pay the cost of the actuarial work performed

by the actuary retained under Minnesota Statutes, section 356.214, under paragraph (a)
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upon receipt of a billing from the executive director of the Public Employees Retirement

Association.

Subd. 4. Effect of the asset transfer. Upon the transfer of assets in subdivision

3, service credit in the general state employees retirement plan of the Minnesota State

Retirement System is forfeited and may not be reinstated. The service credit and

transferred assets must be credited to the correctional state employees retirement plan.

Sec. 3. SERVICE CREDIT TRANSFER TO CORRECTIONAL PLAN.

Subdivision 1. Authorization. If the review of the corrections program director

position of the eligible individual under Minnesota Statutes 2005 Supplement, section

352.91, subdivision 4a, results in the inclusion of the corrections program director position

in the correctional state employees retirement plan of the Minnesota State Retirement

System by legislative enactment during the 2006 or 2007 legislative sessions, an eligible

individual specified in subdivision 2 is authorized to have service credit in the Minnesota

State Retirement System general state employees retirement plan for employment as

a corrections program director from June 17, 1995, to June 5, 2001, transferred from

the Minnesota State Retirement System general state employees retirement plan to the

Minnesota State Retirement System correctional state employees retirement plan, if all

conditions required by this section are met.

Subd. 2. Eligibility. An eligible individual is an individual who:

(1) was born on November 14, 1956;

(2) 1s currently employed as a corrections lieutenant;

(3) was covered by the Minnesota State Retirement System correctional state

employees retirement plan for service provided from November 1, 1980, to June 16, 1995;

(4) was covered by the Minnesota State Retirement System general state employeeé

retirement plan for employment as a corrections program director from June 17, 1995, to

June 5, 2001; and

(5) is covered by the Minnesota State Retirement System correctional state

employees retirement plan for employment as a corrections lieutenant beginning June

6, 2001.

Subd. 3. Employee equivalent contribution. To receive the transfer of service

credit specified in subdivision 1, the individual must pay to the executive director of the

Minnesota State Retirement System the difference between the employee contribution rate

~ for the general state employees retirement plan and the employee contribution rate for

the correctional state employees retirement plan in effect during the period eligible for

transfer applied to the eligible individual’s salary at the time each additional contribution

Article 4 23



24.16

2417

24.18

24.19

24.20

02/21/06 10:03 AM PENSIONS LM/LD S0431-A2

would have been deducted from pay if coverage had been provided by the correctional

state employees retirement plan. These amounts shall be paid in a lump sum by September

1, 2005, or prior to termination of service, whichever is earlier, plus 8.5 percent annual

compound interest from the applicable payroll deduction date until paid.

Subd. 4. Employer equivalent. The eligible individual shall also pay to the

executive director of the Minnesota State Retirement System the difference between

the employer contribution rate for the general state employees retirement plan and the

emplover contribution rate for the correctional state employees retirement plan in effect

during the period eligible for transfer applied to the eligible individual’s salary at the

time each additional contribution would have been deducted from pay if coverage had

been provided by the correctional state employees retirement plan. These amounts shall

be paid in a lump sum at the same time as the amount under subdivision 3, with interest

as specified in that subdivision.

Subd. 5. Transfer of assets. If payments under subdivisions 3 and 4 are made,

assets must be transferred from the general state employees retirement plan fund to the

correctional state employees retirement plan fund in an amount equal to the present value

of benefits earned by the eligible individual under the general state emplovees retirement

plan, as determined by the actuary retained under section 356.214 in accordance with

Minnesota Statutes, section 356.215. The transfer of assets must be made within 45 days

after the receipt of payments under subdivisions 3 and 4.

Subd. 6. Effect of the asset transfer. Upon transfer of assets in subdivision 3,

service credit in the general state employees retirement plan of the Minnesota State

Retirement System is forfeited and may not be reinstated. The service credit and

transferred assets must be credited to the correctional state employees retirement plan.

Subd. 7. Payment of actuarial calculation costs. The expense for the calculations

by the actuary under subdivision 5 must be paid by the Department of Corrections.

Sec. 4. EFFECTIVE DATE.

(a) This section is effective the day following final enactment.

(b) Section 3 is effective July 1, 2006, applies retroactively to permit a transfer by an

eligible individual of service credit before January 1, 2008, even if the eligible individual

has terminated active state employment before July 1, 2007, and, if the eligible individual

is in receipt of a retirement annuity from the correctional state employees retirement plan

of the Minnesota State Retirement System on or before July 1, 2007, allows the eligible

individual to have the retirement annuity recalculated on the basis of any transferred

service credit.
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ARTICLE 5
'DEFERRED ANNUITY AUGMENTATION RATE CHANGE
Section 1. Minnesota Statutes 2004, section 352.116, subdivision 1a, is amended to
read:

Subd. la. Actuarial reduction for early retirement. This subdivision applies to a
person who has become at least 55 years old and first became a covered employee after
June 30, 1989, and to any other covered employee who has become at least 55 years
old and whose annuity is higher when calculated under section 352.115, subdivision 3,
paragraph (b), in conjunction with this subdivision than when calculated under section
352.115, subdivision 3, paragraph (a), in conjunction with subdivision 1. A covered
employee who retires before the normal retirement age shall be paid the normal retirement
annuity provided in section 352.115, subdivisions 2 and 3, paragraph (b), reduced so
that the reduced annuity is the actuarial equivalent of the annuity that would be payable
to the employee if the employee deferred receipt of the annuity and the annuity amount
were augmented at an annual rate of three percent compounded annuélly from the day

the annuity begins to accrue until the normal retirernent age if the employee became an

employee before July 1, 2006, and at an annual rate of 2.5 percent compounded annually

from the day the annuity begins to accrue until the normal retirement age if the employee

initially becomes an employee after June 30, 20006.

Sec. 2. Minnesota Statutes 2004, section 352.72, subdivision 2, is amended to read:

Subd. 2. Computation of deferred annuity. (a) The deferred annuity, if any,

‘accruing under subdivision 1, or section 352.22, subdivision 3, must be computed as

provided in section 352.22, subdivision 3, on the basis of allowable service before
termination of state service and augmented as provided herein. The required reserves
applicable to a deferred annuity or to an annuity for which a former employee was eligible
but had not applied or to any deferred segment of an annuity must be determined as of the
date the benefit begins to accrue and augmented by interest compounded annually from
the first day of the month following the month in which the employee ceased to be a state
employee, or July 1, 1971, whichever is later, to the first day of the month in which the
annuity bégins to accrue. The rates of interest used for this purpose must be five percent
compounded annually until January 1, 1981, and three percent compounded annually
thereafter until January 1 of the year following the year in which the former employee
attains age 55+, and from that date to the effective date of retirement, the rate is five percent

compounded annually if the employee became an employee before July 1, 2006, and at

2.5 percent compounded annually if the employee becomes an employee after June 30,

2006. If a person has more than one period of uninterrupted service, the required reserves
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related to each period must be augmented by interest under this subdivisioﬁ. The sum
of the augmented required reserves so determined is the present value of the annuity.
"Uninterrupted service" for the purpose of this subdivision means periods of covered
employment during which the employee has not been separated from state service for more
than two years. If a person repays a refund, the service restored by the repayment must be
considered continuous with the next period of service for which the employee has credit
with this system. The formula percentages used for each period of uninterrupted service
must be those applicable to a new employee. The mortality table and interest assumption
used to compute the annuity must be those in effect when the employee files application
for annuity. This section does not reduce the annuity otherwise payable under this chapter.
(b) The retirement annuity or disability benefit of, or the survivor benefit payable on
behalf of, a former state employee who terminated service before July 1, 1997, which is
not first payable until after June 30, 1997, must be increased on an actuarial equivalent
basis to reflect the change in the postretirement interest rate actuarial assumption under
section 356.215, subdivision 8, from five percent to six percent under a calculation
procedure and the tables adopted by the board and approved by the actuary retained by

the Legislative Commission on Pensions and Retirement.

Sec. 3. Minnesota Statutes 2004, section 352B.30, subdivision 2, is amended to read:
Subd. 2. Computation of deferred annuity. Deferred annuities must be computed
according to this chapter on the basis of allowable service before termination of service
and augmented as provided in this chapter. The required reserves applicable to a deferred
annuity must be augmented by interest compounded annually from the first day of the
month following the month in which the member terminated service, or July 1, 1971,
whichever is later, to the first day of the month in which the annuity begins to accrue. The
rates of interest used for this purpose shall be five percent per year compounded annually
until January 1, 1981, and after that date three percent per year compounded annually if

the employee became an employee before July 1, 2006, and at 2.5 percent compounded

annually if the employee becomes an employee after June 30, 2006. The mortality table

and interest assumption used to compute the annuity shall be those in effect when the

member files application for annuity.

Sec. 4. Minnesota Statutes 2004, section 353.30, subdivision 3, is amended to read:
Subd. 5. Actuarial reduction for early retirement. This subdivision applies to a
member who has become at least 55 years old and first became a public employee after
June 30, 1989, and to any other member who has become at least 55 years old and whose
annuity is higher when calculated under section 353.29, subdivision 3, paragraph (b), in

conjunction with this subdivision than when calculated under section 353.29, subdivision
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3, paragraph (a), in conjunction with subdivision 1, 1a, 1b, or Ic. An employee who
retires before normal retirement age shall be paid the retirement annuity provided in
section 353.29, subdivision 3, paragraph (b), reduced so that the reduced annuity is the
actuarial equivalent of the annuity that would be payable to the employee if the employee
deferred receipt of the annuity and the annuity amount were augmented at an annual rate
of three percent compounded annually from the day the annuity begins to accrue until the

normal retirement age if the employee became an employee before July 1, 2006, and at 2.5

percent compounded annually from the day the annuity begins to accrue until the normal

retirement age if the employee initially becomes an employee after June 30, 2006.

Sec. 5. Minnesota Statutes 2004, section 353.71, subdivision 2, is amended to read:
Subd. 2. Deferred annuity computation; augmentation. (a) The deferred

annuity accruing under subdivision 1, or under sections 353.34, subdivision 3, and
353.68, subdivision 4, must be computed on the basis of allowable service prior to the
termination of public service and augmented as provided in this paragraph. The required
reserves applicable to a deferred annuity, or to any deferred segment of an annuity must
be determined as of the first day of the month following the month in which the former
member ceased to be a public employee, or July 1, 1971, whichever is later. These
required reserves must be augmented at the rate of five percent annually compounded
annually until January 1, 1981, and at the rate of three percent thereafter until January 1
of the year following the year in which the former member attains age 55- and from that
date to the effective date of retirement, the rate is five percent compounded annually if

the employee became an employee before July 1, 2006, and at 2.5 percent compounded

annually if the employee becomes an employee after June 30, 2006. If a person has more

than one period of uninterrupted service, the required reserves related to each period
must be augmented as specified in this paragraph. The sum of the augmented required
reserves is the present value of the annuity. Uninterrupted service for the purpose of this
subdivision means periods of covered employment during which the employee has not
been separated from public service for more than two years. If a person repays a refund,
the restored service must be considered as continuous with the next period of service
for which the émployee has credit with this association. This section must not reduce
the annuity otherwise payable under this chapter. This paragraph applies to individuals
who become deferred annuitants on or after July 1, 1971. For a member who became a
deferred annuitant before July 1, 1971, the paragraph applies from July 1, 1971, if the
former active member applies for an annuity after July 1, 1973.

(b) The retirement annuity or disability benefit of, or the survivor benefit payable on

behalf of, a former member who terminated service before July 1, 1997, or the survivor
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benefit payable on behalf of a basic or police and fire member who was receiving disability
benefits before July 1, 1997, which is first payable after June 30, 1997, must be increased
on an actuarial equivalent basis to reflect the change in the postretirement interest rate
actuarial assumption under section 356.215, subdivision §, from five percent to six percent
under a calculation procedure and tables adopted by the board and approved by the actuary

retained by the Legislative Commission on Pensions and Retirement.

Sec. 6. Minnesota Statutes 2005 Supplement, section 354.44, subdivision 6, is
amended to read:

Subd. 6. Computation of formula program retirement annuity. (a) The formula
retirement annuity must be computed in accordance with the applicable provisions of the
formulas stated in paragraph (b) or (d) on the basis of each member’s average salary under
section 354.05, subdivision 13a, for the period of the member’s formula service credit.

(b) This paragraph, in conjunction with paragraph (c), applies to a person who first
became a member of the association or a member of a pension fund listed in section
356.30, subdivision 3, before July 1, 1989, unless paragraph (d), in conjunction with
paragraph (e), produces a higher annuity amount, in which case paragraph (d) applies. The
average salary as defined in section 354.05, subdivision 13a, multiplied by the following
percentages per year of formula service credit shall determine the amount of the annuity to

which the member qualifying therefor is entitled:

Coordinated Member Basic Member
Each year of service the percent specified the percent
during first ten in section 356.315, specified in
subdivision 1, per year section 356.315,
subdivision 3, per
year
Each year of service the percent specified the percent
thereafter in section 356.315, - specified in
subdivision 2, per year section 356.315,
subdivision 4, per
year

(c) (1) This paragraph applies only to a person who first became a member of
the association or a member of a pension fund listed in section 356.30, subdivision 3,
before July 1, 1989, and whose annuity is higher when calculated under paragraph (b), in
conjunction with this paragraph than when calculated under paragraph (d), in conjunction
with paragraph (e).

(i1) Where any member retires prior to normal retirement age under a formula
annuity, the member shall be paid a retirement annuity in an amount equal to the normal
annuity provided in paragraph (b) reduced by one-quarter of one percent for each month

that the member is under normal retirement age at the time of retirement except that for
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any member who has 30 or more years of allowable service credit, the reduction shall be
applied only for each month that the member is under age 62.

(i) Any member whose attained age plus credited allowable service totals 90 years
is entitled, upon application, to a retirement annuity in an amount equal to the normal
annuity provided in paragraph (b), without any reduction by reason of early retirement.

(d) This paragraph applies to a member who has become at least 55 years old and
first became a member of the association after June 30, 1989, and to any other member
who has become at least 55 years old and whose annuity amount when calculated under
this paragraph and in conjunction with paragraph (e), is higher than it is when calculated
under paragraph (b), in conjunction with paragraph (c). The average salary, as defined in
section 354.05, subdivision 13a, multiplied by the percent specified by section 356.315,
subdivision 4, for each year of service for a basic member and by the percent specified in
section 356.315, subdivision 2, for each year of service for a coordinated member shall
determine the amount of the retirement annuity to which the member is entitled.

(e) This paragraph applies to a person who has become at least 55 years old and first
becomes a member of the association after June 30, 1989, and to any other member who
has become at least 55 years old and whose annuity is higher when calculated under
paragraph (d) in conjunction with this paragraph than when calculated under paragraph
(b), in conjunction with paragraph (c). An employee who retires under the formula annuity
before the normal retirement age shall be paid the normal annuity provided in paragraph
(d) reduced so that the reduced annuity is the actuarial equivalent of the annuity that would
be payable to the employee if the employee deferred receipt of the annuity and the annuity
amount were augmented at an annual rate of three percent compounded annually from the

day the annuity begins to accrue until the normal retirement age if the employee became

an employee before July 1, 2006, and at 2.5 percent compounded annually if the employee

becomes an employee after June 30, 2006.

(f) No retirement annuity is payable to a former employee with a salary that exceeds
95 percent of the governor’s salary unless and until the salary figures used in computing
the highest five successive years average salary under paragraph (a) have been audited by
the Teachers Retirement Association and determined by the executive director to comply

with the requirements and limitations of section 354.05, subdivisions 35 and 35a.

Sec. 7. Minnesota Statutes 2004, section 354.55, subdivision 11, is amended to read:
Subd. 11. Deferred annuity; augmentation. (a) Any person covered under section
354.44, subdivision 6, who ceases to render teaching service, may leave the person’s

accumulated deductions in the fund for the purpose of receiving a deferred annuity at
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retirement. Eligibility for an annuity under this subdivision is governed pursuant to
section 354.44, subdivision 1, or 354.60.

(b) The amount of the deferred retirement annuity is determined by section 354.44,
subdivision 6, and augmented as provided in this subdivision. The required reserves
related to that portion of the annuity which had accrued when the member ceased to
render teaching service must be augmented by interest compounded annually from the
first day of the month following the month during which the member ceased to render
teaching service to the effective date of retirement. There shall be no augmentation if
this period is less than three months or if this period commences prior to July 1, 1971.
The rates of interest used for this purpose must be five percent compounded annually
commencing July 1, 1971, until January 1, 1981, and three percent compounded annually
thereafter until January 1 of the year following the year in which the former member
attains age 55: and from that date to the effective date of retirement, the rate is five percent

compounded annually if the employee became an employee before July 1, 2006, and at

2.5 percent compounded annually if the employee becomes an employee after June 30,

2006. If a person has more than one period of uninterrupted service, a separate average
salary determined under section 354.44, subdivision 6, must be used for each period and
the required reserves related to each period must be augmented by interest pursuant to
this subdivision. The sum of the augmented required reserves so determined shall be the
basis for purchasing the deferred annuity. If a person repays a refund, the service restored
by the repayment must be considered as continuous with the next period of service for
which the person has credit with this fund. If a person does not render teaching service in
any one fiscal year or more consecutive fiscal years and then resumes teaching service,
the formula percentages used from the date of the resumption of teaching service must be
those applicable to new members. The mortality table and interest assumptibon used to
compute the annuity must be the applicable mortality table established by the board under
section 354.07, subdivision 1, and the interest rate assumption under section 356.215 in
effect when the member retires. A period of uninterrupted service for the purposes of this
subdivision means a period of covered teaching service during which the member has not
been separated from active service for more than one fiscal year.

(¢) In no case shall the annuity payable under this subdivision be less than the
amount of annuity payable pursuant to section 354.44, subdivision 6.

(d) The requirements and provisions for retirement before normal retirement age
contained in section 354.44, subdivision 6, clause (3) or (5), shall also apply to an
employee fulfilling the requirements with a combination of service as provided in section

354.60.
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(e) The augmentation provided by this subdivision applies to the benefit provided
in section 354.46, subdivision 2.

(f) The augmentation provided by this subdivision shall not apply to any period in
which a person is on an approved leave of absence from an employer unit covered by the
provisions of this chapter.

(g) The retirement annuity or disability benefit of, or the survivor benefit payable on
behalf of, a former teacher who terminated service before July 1, 1997, which is not first
payable until after June 30, 1997, must be increased on an actuarial equivalent basis to
reflect the change in the postretirement interest rate actuarial assumption under section
356.215, subdivision §, from five percent to six percent under a calculation procedure and
tables adopted by the board as recommended by an approved actuary and approved by the

actuary retained by the Legislative Commission on Pensions and Retirement.

Sec. 8. Minnesota Statutes 2004, section 354A.31, subdivision 7, is amended to read:
Subd. 7. Actuarial reduction for early retirement. This subdivision applies to

a person who has become at least 55 years old and first becomes a coordinated member
after June 30, 1989, and to any other coordinated member who has become at least 55
years old and whose annuity is higher when calculated using the retirement annuity
formula percentage in subdivision 4, paragraph (d), and subdivision 4a, paragraph (d), in
conjunction with this subdivision than when calculated under subdivision 4, paragraph
(¢), or subdivision 4a, paragraph (c), in conjunction with subdivision 6. A coordinated
member who retires before the full benefit age shall be paid the retirement annuity
calculated using the retirement annuity formula percentage in subdivision 4, paragraph
(d), or subdivision 4a, paragraph (d), reduced so that the reduced annuity is the actuarial
equivalent of the annuity that would be payable to the member if the member deferred
receipt of the annuity and the annuity amount were augmented at an annual rate of three
percent compounded annually from the day the annuity begins to accrue until the normal

retirement age if the employee became an employee before July 1, 2006, and at 2.5

percent compounded annually from the day the annuity begins to accrue until the normal

retirement age if the person initially becomes a teacher after June 30, 2006.

Sec. 9. Minnesota Statutes 2004, section 354A.37, subdivision 2, is amended to read:
Subd. 2. Eligibility for deferred retirement annuity. Any coordinated member
who ceases to render teaching services for the school district in which the teachers
retirement fund association is located, with sufficient allowable service credit to meet
the minimum service requirements specified in section 354A.31, subdivision 1, shall be
entitled to a deferred retirement annuity in lieu of a refund pursuant to subdivision 1. The

deferred retirement annuity shall be computed pursuant to section 354A.31 and shall be
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augmented as provided in this subdivision. The deferred annuity shall commence upon
application after the person on deferred status attains at least the minimum age specified in
section 354A.31, subdivision 1.

The monthly annuity amount that had accrued when the member ceased to render
teaching service must be augmented from the first day of the month following the month
during which the member ceased to render teaching service to the effective date of
retirement. There is no augmentation if this period is less than three months. The rate of
augmentation is three percent compounded annually until January 1 of the year following

the year in which the former member attains age 55, and five percent compounded

annually after that date to the effective date of retirement if the employee became an

employee before July 1, 2006, and at 2.5 percent compounded annually if the employee

becomes an employee after June 30, 2006. If a person has more than one period of

uninterrupted service, a separate average salary determined under section 354A.31 must
be used for each period, and the monthly annuity amount related to each period must be
augmented as provided in this subdivision. The sum of the augmented monthly annuity
amounts determines the total deferred annuity payable. If a person repays a refund, the
service restored by the repayment must be considered as continuous with the next period
of service for which the person has credit with the fund. If a person does not render
teaching services in any one fiscal year or more consecutive fiscal years and then resumes
teaching service, the formula percentages used from the date of resumption of teaching
service are those applicable to new members. The mortality table and interest assumption
used to compute the annuity are the table established by the fund to compute other
annuities, and the interest assumption under section 356.215 in effect when the member
retires. A period of uninterrupted service for the purpose of this subdivision means a
period of covered teaching service during wh,ich‘the member has not been separated from
active service for more than one fiscal year.

The augmentation provided by this subdivision applies to the benefit provided in
section 354A.35, subdivision 2. The augmentation provided by this subdivision does
not apply to any period in which a person is on an approved leave of absence from an

employer unit.

Sec. 10. Minnesota Statutes 2004, section 356.30, subdivision 1, is amended to read:
Subdivision 1. Eligibility; computation of annuity. (a) Notwithstanding any
provisions of the laws governing the retirement plans enumerated in subdivision 3, a

person who has met the qualifications of paragraph (b) may elect to receive a retirement

annuity from each enumerated retirement plan in which the person has at least one-half
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year of allowable service, based on the allowable service in each plan, subject to the
provisions of paragraph (c).

(b) A person may receive, upon retirement, a retirement annuity from each
enumerated retirement plan in which the person has at least one-half year of allowable

service, and augmentation of a deferred annuity calculated at the appropriate rate under

the laws governing each public pension plan or fund named in subdivision 3, based on

the date of the person’s initial entry into public employment from the date the person

terminated all public service if:
(1) the person has allowable service totaling an amount that allows the person to
receive an annuity in any two or more of the enumerated plans; and

(2) the person has not begun to receive an annuity from any enumerated plan or the

person has made application for benefits from each applicable plan and the effective

dates of the retirement annuity with each plan under which the person chooses to receive
an annuity are within a one-year period.

(¢) The retirement anriuity from each plan must be based upon the allowable service,
accrual rates, and average salary in the applicable plan except as further specified or
modified in the following clauses:

(1) the laws governing annuities must be the law in effect on the date of termination
from the last period of public service under a covered retirement plan with which the
person earned a minimum of one-half year of allowable service credit during that
employment;

(2) the "average salary" on which the annuity from each covered plan in which
the employee has credit in a formula plan must be based on the employee’s highest five
successive years of covered salary during the entire service in covered plans;

(3) the accrual rates to be used by each plan must be those percentages prescribed by
each plan’s formula as continued for the respective years of allowable service from one
plan to the next, recognizing all previous allowable service with the other covered plans;

(4) the allowable service in all the plans must be combined in determining eligibility
for and the application of each plan’s provisions in respect to reduction in the annuity
amount for retirement prior to normal retirement age; and

(5) the annuity amount payable for any allowable service under a nonformula plan
of a covered plan must not be affected, but such service and covered salary must be used
in the above calculation.

(d) This section does not apply to any person whose final termination from the last

public service under a covered plan was before May 1, 1975.
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(e) For the purpose of computing annuities under this section, the accrual rates
used by any covered plan, except the public employees police and fire plan, the judges’
retirement fund, and the State Patrol retirement plan, must not exceed the percent specified
in section 356.315, subdivision 4, per year of service for any year of service or fraction
thereof. The formula percentage used by the judges’ retirement fund must not exceed the
percentage rate specified in section 356.315, subdivision 8, per year of service for any
year of service or fraction thereof. The accrual rate used by the public employees police
and fire plan and the State Patrol retirement plan must not exceed the percentage rate
specified in section 356.315, subdivision 6, per year of service for any year of service or
fraction thereof. The accrual rate or rates used by the legislators retirement plan and the
elective state officers retirement plan must not exceed 2.5 percent, but this limit does not
apply to the adjustment provided under section 3A.02, subdivision 1, paragraph (c), or
352C.031, paragraph (b).

(f) Any period of time for which a person has credit in more than one of the covered
plans must be used only once for the purpose of determining total allowable service.

(g) If the period of duplicated service credit is more than one-half year, or the person
has credit for more than one-half year, with each of the plans, each plan must apply its
formula to a prorated service credit for the period of duplicated service based on a fraction
of the salary on which deductions were paid to that fund for the period divided by the total
salary on which deductions were paid to all plans for the period.

(h) If the period of duplicated service credit is less than one-half year, or when
added to other service credit with that plan is less than one-half year, the service credit
must be ignored and a refund of contributions made to the person in accord with that

plan’s refund provisions.

Sec. 11. EFFECTIVE DATE.

Sections 1 to 10 are effective July 1, 2006.
ARTICLE 6
RETIREMENT PLAN ADMINISTRATIVE PROVISIONS

Section 1. Minnesota Statutes 2004, section 136F.45, subdivision 1a, is amended to
read:
Subd. la. Subsequent vendor contracts. (a) The board may limit the number
of vendors under subdivision 1.
(b) In addition to any other tax-sheltered annuity program investment options, the
board may offer as an investment option the Minnesota supplemental investment fund

administered by the State Board of Investment under section 11A.17.
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2006:-The board shall actively solicit participation of and shall include as vendors lower

expense and "no-load" mutual funds or equivalent investment products as those terms are

defined by the federal Securities and Exchange Commission. To-the-extent-possiblein
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partietpants—To the extent that offering a lower expense "no-load" product increases the

total necessary and reasonable expenses of the program and if the board is unable to
negotiate a rebate of fees from the mutual fund or equivalent investment product providers,
the board may charge the participants utilizing the lower expense "no-load" mutual fund
products a fee to cover those expenses. The participant fee may not exceed one percent
of the participant’s annual contributions or $20 per participant per year, whichever is
greater. Any excess fee revenue generated under this subdivision must be reimbursed to

participant accounts in the manner provided in subdivision 3a.

Sec. 2. Minnesota Statutes 2004, section 352.113, subdivision 7a, is amended to read:
Subd. 7a. Temporary reemployment benefit reduction waiver. (a) A reduction in
benefits under subdivision 7, or a termination of benefits due to the diksabled employee
resuming a gainful occupation from which earnings are equal to or more than the
employee’s salary at the date of disability or the salary currently paid for similar positions
does not apply until six months after the individual returns to a gainful occupation.

(b) No deductions for the retirement fund may be taken from the salary of a disabled

person who is attempting to return to work under this provision unless the member waives

further disability benefits.

(¢) A member may return to employment and continue disability benefit payments

under this subdivision only once while receiving disability benefits from a plan

administered by the Minnesota State Retirement System.

Sec. 3. Minnesota Statutes 2004, section 352.116, subdivision 3a, is amended to read:
Subd. 3a. Bounce-back annuity. (a) If a retired employee or disabilitant selects

a joint and survivor annuity option under subdivision 3_after June 30, 1989, the retired

employee or disabilitant must receive a normal single-life annuity if the designated
optional annuity beneficiary dies before the retired employee or disabilitant. Under this
option, no reduction may be made in the annuity to provide for restoration of the normal

single-life annuity in the event of the death of the designated optional annuity beneficiary.
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in paragraph (a) also applies to joint and survivor annuity options under subdivision

3 elected prior to July 1, 1989. The annuity adjustment under this paragraph occurs on

July 1, 1989, or on the first day of the first month following the death of the designated

optional annuity beneficiary, whichever is later. This paragraph should not be interpreted

as authorizing retroactive payments.
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Sec. 4. Minnesota Statutes 2004, section 352.116, subdivision 3b, is amended to read:
Subd. 3b. Bounce-back annuity. (a) The board of directors must provide a joint
and survivor annuity option to members of the correctional employees and State Patrol

retirement funds. Under this option, if a former member or disabilitant selects a joint

and survivor annuity option after June 30, 1989, the former member or disabilitant must

receive a normal single life annuity if the designated optional annuity beneficiary dies
before the former member or disabilitant. Under this option, no reduction may be made
in the person’s annuity to provide for restoration of the normal single life annuity in the

event of the death of the designated optional annuity beneficiary.
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dateThe annuity adjustment specified in paragraph (a) also applies to joint and survivor

annuity options elected prior to July 1, 1989. The annuity adjustment under this paragraph

occurs on July 1, 1989, or on the first day of the first month following the death of the

designated optional annuity beneficiary, whichever is later. This paragraph should not be

interpreted as authorizing retroactive payments.

111 4o i M 1 A P | 13090 o sl dnid]
5 ol LAV LI all.llully 1HUVIVASUAL AdAS UL JLL[)/ 17657, TUUIv diIUULIU UG PULDUIJ.

14 . 1 L $od] i £ Ly 4 J ottt +1 1 <4 1 P | 1
WOt TTave TOCTTI VO T, dU UTIOTHITU UT TUNTUIITUIIT UGS AUTIIL Y, THU PULisULL 1idu SUIVLILU ULIL Y

fg 1 M ot 14 4.1 wicbadd £, & 4 £ 4] 1
uyuuucu SUIVIVUL LUVLLAdSU LAl WUl iU Liave PIUVLUUU TUIMTUSIULAUIUTIT UL UL 11U 1AL

b £1 1 41 £.41 i | M foneld o 1 o AR Y AN A e
dllllLllLy UPUII TG UCAUl J1Luie ubbléllalcu UPLIUllal arfiiuity Ubllcll\/lal_y- nlly alllll,llt_y Ul

i) F A 3 4o i £L S h| £ 4 < £ 1 20
UOTTCTIT IO CAS U UIIUTI U L}alaél apPilio Viituiive ULy IOL Paylilblll,b 1IIAUC ditlol guliv JyU,

Sec. 5. Minnesota Statutes 2004, section 353.01, subdivision 2a, is amended to read:
Subd. 2a. Included employees. (a) Public employees whose salary from one
governmental subdivision exceeds $425 in any month shall participate as members of the
association. If the salary is less than $425 in a subsequent month, the employee retains
membership eligibility. Eligibie public employees shall participate as members of the

association with retirement coverage by the public employees retirement plan or the public
employees police and fire retirement plan under this chapter, or the local government
correctional employees retirement plan under chapter 353E, whichever applies, as a
condition of their employment on the first day of employment unless they:

(1) are specifically excluded under subdivision 2b;

(2) do not exercise their option tb elect retirement coverage in the association as
provided in subdivision 2d, paragraph (a); or

(3) are employees of the governmental subdivisions listed in subdivision 2d,
paragraph (b), where the governmental subdivision has not elected to participate as a
governmental subdivision covered by the association.

(b) A public employee who was a member of the association on June 30, 2002,

based on employment that qualified for membership coverage by the public employees
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retirement plan or the public employees police and fire plan under this chapter, or the local
government correctional employees retirement plan under chapter 353E as of June 30,
2002, retains that membership until the employee terminates public employment under
subdivision 11a or terminates membership under subdivision 11b.

(c) Public employees under paragraph (a) includes physicians under section

353D.01, subdivision 2, who do not elect public employees defined contribution plan

coverage under section 353D.02, subdivision 2.

Sec. 6. Minnesota Statutes 2005 Supplement, section 353.01, subdivision 2d, is
amended to read:

Subd. 2d. Optional membership. (a) Membership in the association is optional
by action of the individual employee for the following public employees who meet the
conditions set forth in subdivision 2a:

(1) members of the coordinated plan who are also employees of labor organizations
as defined in section 353.017, subdivision 1, for their employment by the labor
organization only if they elect to have membership under section 353.017, subdivision 2;

(2) persons who are elected or persons who are appointed to elected positions other
than local goverhing body elected positions who elect to participate by filing a written
election for membership;

(3) members of the association who are appointed by the governor to be a state
department head and who elect not to be covered by the general state employees retirement
plan of the Minnesota State Retirement System under section 352.021;

(4) city managers as defined in section 353.028, subdivision 1, who do not elect to be
excluded from membership in the association under section 353.028, subdivision 2; and

(5) employees of the Port Authority of the city of St. Paul who-werc-atteastage4>

on January 1, 2003, who were at least age 45 on that date, and who elect to participate by

filing a written election for membership.

(b) Membership in the association is optional by action of the governmental
subdivision for the employees of the following governmental subdivisions under the
conditions specified:

(1) the Minnesota Association of Townships if the board of the association, at its
option, certifies to the executive director that its employees are to be included for purposes
of retirement coverage, in which case the status of the association as a participating
employer is permanent;

(2) a county historical society if the county in which the historical society is located,
at its option, certifies to the executive director that the employees of the historical society

are to be county employees for purposes of retirement coverage under this chapter. The
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status as a county employee must be accorded to all similarly situated county historical
society employees and, once established, must continue as long as a person is an employee
of the county historical society; and

(3) Hennepin Healthcare System, Inc., a public corporation, with respect to
employees other than paramedics, emergency medical technicians, and protection officers,
if the corporate board establishes alternative retirement plans for certain classes of
employees of the corporation and certifies the employees to be excluded from future
retirement coverage.

(¢) For employees who are covered by paragraph (a), clause (1), (2), or (3), or
covered by paragraph (b), clause (1) or (2), if the necessary membership election is
not made, the employee is excluded from retirement coverage under this chapter. For
employees who are covered by paragraph (a), clause (4), if the necessary election is not
made, the employee must become a member and have retirement coverage under this
chapter. For employees specified in paragraph (b), clause (3), membership continues until
the exclusion option is exercised for the designated class of employee. The option to
become a member, once exercised under this subdivision, may not be withdrawn until

termination of public service as defined under subdivision 11a.

Sec. 7. Minnesota Statutes 2004, section 353.01, subdivision 11a, is amended to read:
Subd. 11a. Termination of public service. (a) "Termination of public service"

occurs when a member resigns or is dismissed from public service by the employing

the employee does not, within 30 days of the date the employment relationship ended,

return to an employment position in the same governmental subdivision_or when the

employer-employee relationship is severed due to the expiration of a layoff under

subdivision 12 or 12¢.

(b) The termination of public service must be recorded in the association records

upon receipt of an appropriate notice from the governmental subdivision.

Sec. 8. Minnesota Statutes 2004, section 353.01, subdivision 11b, is amended to read:
Subd. 11b. Termination of membership. (a) "Termination of membership" means

the conclusion of membership in the association for a person who has not terminated

public service under subdivision 11a and occurs:
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3)ywhen a person files a written election with the association to discontinue

employee deductions under section 353.27, subdivision 7, paragraph (a), clause (1);

(2) when a city manager files a written election with the association to discontinue

employee deductions under section 353.028, subdivision 2; or

(3) when a member transfers to a temporary position and becomes excluded from

membership under subdivision 2b, clause (4).

(b) The termination of membership under clause (3) must be reported to the

association by the governmental subdivision.
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Sec. 9. Minnesota Statutes 2004, section 353.01, subdivision 12, is amended to read:

Subd. 12. Authorized temporary or seasonal layoff. "Authorized temporary

or seasonal layoff," including seasonal leave of absence, means a suspension of public

service for a limited period during a year authorized by the employing governmental

who is expected to return to the same position at the end of the layoff period and for which

there has been no termination of public service under subdivision 11a.

Sec. 10. Minnesota Statutes 2004, section 353.01, is amended by adding a subdivision
to read:

Subd. 12c. Indefinite layoff. "Indefinite layoff" occurs when a member is placed on

a layoff that is not a temporary or seasonal layoff under subdivision 12, for which no date

has been specified by the employing governmental subdivision for the employee’s return

to work, and there has been no termination of public service under subdivision 11a.

Sec. 11. Minnesota Statutes 2004, section 353.01, subdivision 16, is amended to read:
Subd. 16. Allowable service; limits and computation. (a) "Allowable service"
means:
(1) service during years of actual membership in the course of which employee
contributions were made, periods covered by payments in lieu of salary deductions under

section 353.35;
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(2) service in years during which the public employee was not a member but for
which the member later elected, while a member, to obtain credit by making payments to
the fund as permitted by any law then in effect; |

(3) a period of authorized leave of absence with pay from which deductions for
employee contributions are made, deposited, and credited to the fund;

(4) a period of authorized personal, parental, or medical leave of absence without
pay, including a leave of absence covered under the federal Family Medical Leave Act,
that does not exceed one year, and during or for which a member obtained service credit
for each month in the leave period by payments to the fund made in place of salary
deductions. The payinents must be made in an amount or amounts based on the member’s
average salary on which deductions were paid for the last six months of public service, or
for that portion of the last six months while the member was in public service, to apply to
the period in either case that immediately precedes the commencement of the leave of
absence. If the employee elects to pay the employee contributions for the period of any
authorized personal, parental, or medical leave of absence without pay, or for any portion
of the leave, the employee shall also, as a condition to the exercise of the election, pay
to the fund an amount equivalent to the required employer and the additional employer
contributions, if any, for the employee. The payment must be made within one year from
the expirationkof the leave of absence or within 20 days after termination of public service
under subdivision 11a, whichever is earlier. The employer, by appropriate action of its
governing body which is made a part of its official records and which is adopted before the
date of the first payment of the employee contribution, may certify to the association in
writing its commitment to pay the employer and additional employer contributions from
the proceeds of a tax levy made under section 353.28. Payments under this paragraph must
include interest at an annual rate of 8.5 percent compounded annually from the date of the
termination of the leave of absence to the date payment is made. An employee shall return
to public service and render a minimum of three months of allowable service in order to
be eligible to pay employee and employer contributions for a subsequent authorized leave
of absence without pay. Upon payment, the employee must be granted allowable service
credit for the purchased period;

(5) a periodic, repetitive leave that is offered to all employees of a governmental
subdivision. The leave program may not exceed 208 hours per annual normal work
cycle as certified to the association by the employer. A participating member obtains
service credit by making employee contributions in an amount or amounts based on the
member’s average salary that would have been paid if the leave had not been taken. The

employer shall pay the employer and additional employer contributions on behalf of the
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participating member. The employee and the employer are responsible to pay interest on
their respective shares at the rate of 8.5 percent a year, compounded annually, from the
end of the normal cycle until full payment is made. An employer shall also make the
employer and additional employer contributions, plus 8.5 percent interest, compounded
annually, on behalf of an employee who makes employee contributions but terminates
public service. The employee contributions must be made within one year after the end of
the annual normal working cycle or within 20 days after termination of public service,

whichever is sooner. The association shall prescribe the manner and forms to be used by a

- governmental subdivision in administering a periodic, repetitive leave. Upon payment, the

member must be granted allowable service credit for the purchased period;

(6) an authorized temporary or seasonal layoff under subdivision 12, limited to three
months allowable service per authorized temporary or seasonal layoff in one calendar year.
An employee who has received the maximum service credit allowed for an authorized
temporary or seasonal layoff must return to public service and must obtain a minimum of
three months of allowable service subsequent to the layoff in order to receive allowable
service for a subsequent authorized temporary or seasonal layoff; or

(7) a period during which a member is absent from employment by a governmental
subdivision by reason of service in the uniformed services, as defined in United States
Code, title 38, section 4303(13), if the member returns to public service upon discharge
from service in the uniformed service within the time frames required under United
States Code, title 38, section 4312(e), provided that the member did not separate from
uniformed service with a dishonorable or bad conduct discharge or under other than
honorable conditions. The service is credited if the member pays into the fund equivalent
employee contributions based upon the contribution rate or rates in effect at the time
that the uniformed service was performed multiplied by the full and fractional years
being purchased and applied to the annual salary rate. The annual salary rate is the
average annual salary during the purchase period that the member would have received
if the member had continued to be employed in covered employment rather than to
provide uniformed service, or, if the determination of that rate is not reasonably certain,
the annual salary rate is the member’s average salary rate during the 12-month period of
covered employment rendered immediately preceding the period of tlle uniformed service.
Payment of the member equivalent contributions must be made during a period which
begins with the date on which the individual returns to public employment and that is three
times the length of the military leave period, or within five years of the date of discharge
from the military service, whichever is less. If the determined payment period is less than

one year, the contributions required under this clause to receive service credit may be
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made within one year of the discharge date. Payment may not be accepted following 20
days after termination of public service under subdivision 11a. If the member equivalent
contributions provided for in this clause are not paid in full, the member’s allowable
service credit must be prorated by multiplying the full and fractional number of years of
uniformed service eligible for purchase by the ratio obtained by dividing the total member
contributions received by the total member contributions otherwise required under this
clause. The equivalent employer contribution, and, if applicable, the equivalent additional
employer contribution must be paid by the governmental subdivision employing the
member if the member makes the equivalent employee contributions. The employer
payments must be made from funds available to the employing unit, using the employer
and additional employer contribution rate or rates in effect at the time that the uniformed
service was performed, applied to the same annual salary rate or rates used to compute the
equivalent member contribution. The governmental subdivision involved may appropriate
money for those payments. The amount of service credit obtainable under this section may
not exceed five years unless a longer purchase period is required under United States Code,
title 38, section 4312. The employing unit shall pay interest on all equivalent member and
employer contribution amounts payable under this clause. Interest must be computed at

a rate of 8.5 percent compounded annually from the end of each fiscal year of the leave
or the break in service to the end of the month in which the payment is received. Upon
payment, the employee must be granted allowable service credit for the purchased period.

(b) For calculating benefits under sections 353.30, 353.31, 353.32, and 353.33 for
state officers and employees displaced by the Community Corrections Act, chapter 401,
and transferred into county service under section 401.04, "allowable service" means the
combined years of allowable service as defined in paragraph (a), clauses (1) to (6), and
section 352.01, subdivision 11.

(c¢) For a public employee who has prior service covered by a local police or
firefighters relief association that has consolidated with thé Public Employees Retirement
Association or to which section 353.665 applies, and who has elected the type of benefit
coverage provided by the public employees police and fire fund either under section
353A.08 following the consolidation or under section 353.665, subdivision 4, "applicable
service" is a period of service credited by the local police or firefighters relief association
as of the effective date of the consolidation based on law and on bylaw provisions
governing the relief association on the date of the initiation of the consolidation procedure.

(d) No member may receive more than 12 months of allowable service creditin a
year either for vesting purposes or for benefit calculation purposes.

(e) MS 2002 (Expired)
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Sec. 12. Minnesota Statutes 2004, section 353.03, subdivision 1, is amended to read:
Subdivision 1. Management; composition; election. (a) The management of the
public employees retirement fund is vested in an 11-member board of trustees consisting

of ten members and the state auditor-who. The state auditor may designate a deputy

auditor with expertise in pension matters as the auditor’s representative on the board. The
governor shall appoint five trustees to four-year terms, one of whom shall be designated to
represent school boards, one to represent cities, one to represent counties, one who is a
retired annuitant, and one who is a public member knowledgeable in pension matters. The
membership of the association, including recipients of retirement annuities and disability

and survivor benefits, shall elect five trustees_for terms of four years, one of whom must

be a member of the police and fire fund and one of whom must be a former member
who met the definition of public employee under section 353.01, subdivisions 2 and

2a, for at least five years prior to terminating membership or a member who receives a
disability benefit;-fortermsof-forur-years. Terms expire on January 31 of the fourth vyear,

and positions are vacant until newly elected members are seated. Except as provided in

this subdivision, trustees elected by the membership of the association must be public
employees and members of the association.

(b) For seven days beginning October 1 of each year preceding a year in which
an election is held, the association shall accept at its office filings in person or by mail
of candidates for the board of trustees. A candidate shall submit at the time of filing a
nominating petition signed by 25 or more members of the fard association. No name may
be withdrawn from nomination by the nominee after October 15. At the request of a
candidate for an elected position on the board of trustees, the board shall mail a statement
of up to 300 words prepared by the candidate to all persons eligible to vote in the election

of the candidate. The board may adopt policies, subject to review and approval by the

secretary of state under paragraph (e), to govern the form and length of these statements,

timing of mailings, and deadlines for submitting materials to be mailed. Fhese-pottetes
mustbe-approved-by-the-seeretary-of-state: The secretary of state shall resolve disputes

between the board and a candidate concerning application of these policies to a particular

statement.

(¢) By January 10 of each year in which elections are to be held, the board shall

distribute by mail to the members ballots listing the candidates. No member may vote for

more than one candidate for each board position to be filled. A ballot indicating a vote for

more than one person for any position is void. No special marking may be used on the

ballot to indicate incumbents. Ballots mailed to the association must be postmarked no
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later than January 31. The ballot envelopes must be so designated and the ballots counted

in a manner that ensures that each vote is secret.

(d) A candidate whos

1 receives contributions or makes expenditures in excess of $100s, or

2 has given implicit or explicit consent for any other person to receive contributions
or make expenditures in excess of $100 for the purpose of bringing aboﬁt the candidate’s
election, shall file a report with the campaign finance and public disclosure board

disclosing the source and amount of all contributions to the candidate’s campaign. The

campaign finance and public disclosure board shall prescribe forms governing these

disclosures. Expenditures and contributions have the meaning defined in section 10A.01.
These terms do not include the mailing made by the association board on behalf of the
candidate. A candidate shall file a report within 30 days from the day that the results of
the election are announced. The Campaign Finance and Public Disclosure Board shall
maintain these reports and make them available for public inspection in the same manner

as the board maintains and makes available other reports filed with it. By-JFamuary-16
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(e) The secretary of state shall supervise review and approve the procedures defined

by the board of trustees for conducting the elections specified in this subdivision, including

board policies adopted under paragraph (b).

(f) The board of trustees and the executive director shall undertake their activities

consistent with chapter 350A.

Sec. 13. Minnesota Statutes 2004, section 353.03, subdivision 1a, is amended to read:
Subd. la. Vacancy, how filled. Any vacancy on the board caused by death,
resignation, or removal of any trustee, or occurring because an elected trustee ceases to be

a public employee and an active member of the association, must be filled by the board
for trustees elected by members, and by the governor for other trustees, for the unexpired

portion of the term in which the vacancy occurs._The board shall adopt policies and

procedures governing how the vacancy of an elected trustee is to be filled.
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Sec. 14. Minnesota Statutes 2004, section 353.03, is amended by adding a subdivision
to read:

Subd. 2b. Board legal authority. The board is authorized to take legal action when

necessary to effectively administer the various plans administered by the association,

consistent with applicable articles of incorporation, bylaws, law, and rules, as applicable,

and including but not limited to the recapture of overpaid anhuities, benefits, or refunds,

and the correction of omitted or deficient deductions.

Sec. 15. Minnesota Statutes 2004, section 353.27, subdivision 7, is amended to read:

Subd. 7. Adjustment for erroneous receipts or disbursements. (a) Except
as provided in paragraph (b), erroneous employee deductions and erroneous employer
contributions and additional employer contributions for a person, who otherwise does not
qualify for membership under this chapter, are considered:

(1) valid if the initial erroneous deduction began before January 1, 1990. Upon
determination of the error by the association, the person may continue membership in the
association while employed in the same position for which erroneous deductions were
taken, or file a written election to terminate membership and apply for a refund upon

termination of public service or defer an annuity under section 353.34; or

(2) invalid, if the initial erroneous employee deduction began on or after January

1, 1990. Upon determination of the error, the association shall require-the-emptoyer

refund all erroneous employee deductions to-the-person-with-interestunder-section
353-34-subdivistonr2;-and all erroneous employer contributions and-addtttonatemployer

eontributionsto-the-employer as specified in paragraph (d). No person may claim a right

to continued or past membership in the association based on erroneous deductions which
began on or after January 1, 1990.

(b) Erroneous deductions taken from the salary of a person who did not'qualify
for membership in the association by virtue of concurrent employment before July 1,
1978, which required contributions to another retirement fund or relief association
established for the benefit of officers and employees of a governmental subdivision, are
invalid. Upon discovery of the error, the association shall remove all invalid service and

upon termination of public service, the association shall refund all erroneous employee

deductions to the person, with interest under section 353.34, subdivision 2, and all
erroneous employer contributions to the employer. This paragraph has both retroactive

and prospective application.
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(c) Employer contributions and employee deductions taken in error from amounts
which are not salary under section 353.01, subdivision 10, are invalid upon discovery by

the association and may must be refunded atany-timre as specified in paragraph (d).

(d) Upon discovery of the receipt of erroneous deductions and contributions under

paragraph (a), clause (2), or paragraph (c¢), the association must require the employer to

discontinue the erroneous emplovee deductions and erroneous emplover contributions.

Upon discontinuation, the association must refund the invalid employee deductions to the

person without interest and invalid emplovyer contributions to the employer or provide a

credit against future contributions payable by the employer for the amount of all erroneous

deductions and contributions. In the event a retirement annuity or disability benefit had

been computed using invalid service or salary, the association must adjust the annuity or

benefit and recover the overpayment under subdivision 7b.

(e) In the event a salary warrant or check from which a deduction for the retirement
fund was taken has been canceled or the amount of the warrant or check returned to the
funds of the department making the payment, a refund of the sum deducted, or a portion of
it that is required to adjust the deductions, must be made to the department or institution.

(f) Any refund to a member under this subdivision that would cause the plan to fail

to be a qualified plan under section 401(a) of the Internal Revenue Code, as amended, may

not be refunded and instead must be credited against future contributions payable by the

emplovyer. The emplover receiving the credit is responsible for refunding to the applicable

employee any amount that had been erroneously deducted from the person’s salary.

Sec. 16. Minnesota Statutes 2004, section 353.27, subdivision 7a, is amended to read:
Subd. 7a. Deductions or contributions transmitted by error. (a) If employee
deductions and employer contributions were erroneously transmitted to the association,
but should have been transmitted to another Minnesota public pension plan, the
association shall transfer the erroneous employee deductions and employer contributions

to the appropriate retirement fund or individual account, as applicable, without interest.

The time limitations in subdivisions 7 and 12 do not apply.

(b) For purposes of this subdivision, a Minnesota public pension plan means a

~plan specified in section 356.30, subdivision 3, or the ptan plans governed by ehapter

chapters 353D and 354B.

(¢) A potential transfer under paragraph (a) that would cause the plan to fail to be a

qualified plan under section 401(a) of the Internal Revenue Code, as amended, must not be

made by the executive director of the association. Within 30 days after being notified by

the Public Employees Retirement Association of an unmade potential transfer under this

paragraph, the emplovyer of the affected person must transmit an amount representing the
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